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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-
rl&ption 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



3

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-

1See Exhibit No. 1 appears in the Appendix on page 202.
2See Exhibit No. 2 appears in the Appendix on page 204.
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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.! 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

1See Exhibit No. 3 appears in the Appendix on page 206.
2See Exhibit No. 4 appears in the Appendix on page 216.
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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 Iragq.

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
impor(tlation? 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
tesi(:iify 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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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-

1See Exhibit No. 18 appears in the Appendix on page 275.
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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, 1nvent0ry control cash man-
agement, accounting for assets, documenting and/or Justlfylng 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 Iraqgi 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-
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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,! 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

1See Exhibit No. 51 appears in the Appendix on page 426.
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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.!
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

1See Exhibit No. 52 appears in the Appendix on page 427.
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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 CoOLLINS. 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
s%e{ns 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
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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-



15

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; Andre
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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TESTIMONY OF ROBERT M. MASSEY,! 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.

1The prepared statement of Mr. Massey with attachments appears in the Appendix on page
168.
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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 Andre
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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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 ANDRE E. PRUNIAUX,! 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 Andre 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

1The prepared statement of Mr. Pruniaux with attachments appears in the Appendix on page
88.
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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.
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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,! 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.

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

1The prepared statement of Mr. Kulyk appears in the Appendix on page 127.
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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,! 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-

1The prepared statement of Mr. Denson appears in the Appendix on page 139.
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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 Iraqg-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 0il?

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.

1See Exhibit No. 52 appears in the Appendix on page 427.
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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

1See Exhibit No. 19 appears in the Appendix on page 276.
2See Exhibit No. 20 appears in the Appendix on page 277.
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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. MasseEY. 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.

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

2See Exhibit No. 18 appears in the Appendix on page 275.
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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 Andre Pruniaux because he was the one to
really hire and he has a better memory than I do.

Mr. PrRUNIAUX. 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,
“Andre, 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.

Se{l)latOI‘ 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 181 is the memo that the Chairman re-
ferred to as the memo from Kojo Annan to you, Mr. Massey, and

1See Exhibit No. 18 appears in the Appendix on page 275.
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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. MAsSSEY. 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.! 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

1See Exhibit No. 52 appears in the Appendix on page 427.
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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. KUuLYK. 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 Iragq.

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. PrRUNIAUX. 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. MAsSSEY. 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-

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

1See Exhibit No. 48 appears in the Appendix on page 378.
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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. KUuLYK. 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
Woulddarrive 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. KUuLYK. 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

1See Exhibit No. 35 appears in the Appendix on page 316.
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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,! 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.

1The prepared statement of Mr. Christoff appears in the Appendix on page 147.
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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,! 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.

1The prepared statement of Mr. Clarry with attachments appears in the Appendix on page
165.
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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.
YOll)ll 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,
Cotec‘;la, 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.? 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 Iraqg’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.

1See Exhibit No. 54 appears in the Appendix on page 434.
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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-
structleld 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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TESTIMONY OF HON. PATRICK F. KENNEDY,! 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 Iragq.

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

1The prepared statement of Ambassador Kennedy appears in the Appendix on page 188.
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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 Iragq.
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 SOMOQO’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 i1t 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-
{,)iorll)s to member states receiving vouchers which then were actually

ribes.

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,! 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,

1See Exhibit No. 51 appears in the Appendix on page 426.
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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.

S?enator 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.!

Senator COLEMAN. Without objection.

Senator LEVIN. Thank you. Thank you, Mr. Chairman.

1See Exhibit No. 53 appears in the Appendix on page 429.
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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.]



APPENDIX

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.

(67)
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Statement by Robert Massey
to the United States Senate
Permanent Subcommittee on Investigations
Committee on Homeland Security and Governmental Affairs
February 15, 2005

Mr. Chairman and distinguished Members of the Subcommittee, good morning, My
name is Robert Massey. From 1993 to the present, ] have been the CEO for Cotecna Inspection
S.A. in Geneva, Switzerland. Cotecna served as independent inspection agents for humanitarian
goods in the United Nations’ Oil-for-Food Program (“UN-OFFP”) between February 1, 1999
and November 21, 2003. In that role, Cotecna enabled greatly needed humanitarian goods to
reach the Iraqi people when Iraq was under UN trade sanctions. Thank you for this opportunity
to address the Subcommittee today and thereby establish for the public record the realities, first,
that Cotecna was properly awarded its UN confract, and second, that Cotecna performed its job
well and fully in accordance with its mandate .

1 will discuss three subjects:

(1)  the big picture context, which limited the scope of work defined in the
UN’s October 9, 1998 Request for Proposals (“RFP”), Cotecna’s 1998
proposal and the UN contract awarded to us as a result;

(2)  the ways in which Cotecna’s limited technical role prevented it from
knowing personally about any illegal payments, to either UN or Iragi
officials, by suppliers of goods under the OFFP; and

(3)  Cotecna’s employment of Kojo Annan, the duties he performed and the
fact that he had no role in the procurement of the 1998 UN-OFFP contract.

I will focus on the “big picture,” while my colleague André Pruniaux will address operational
details and contract performance.

By my testimony today, I will seek to promote a fuller understanding of our limited and
technical role as inspectors at the Iraqi borders. It was Cotecna’s role confirm the arrival of
humanitarian goods under Security Council Resolution 986. This confinmation (known as
“authentication”) was one of the necessary steps in the process for payment of suppliers.
Cotecna did have the power to do its job in the OFFP as designed by the UN, and Cotecna did
perform its job well-—extraordinarily well, under difficult conditions. It was not our job to
verify prices or assess quality as we do in other contexts around the world and as we would have
done under a predecessor program in 1992. Also, we did not inspect all goods entering Iraq but
only 986 goods voluntarily presented for authentication.
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L BiG PICTURE EVOLUTION OF THE OFFP BETWEEN 1992 AND 1998

To understand the evolution of the program, it is important to bear in mind three years:
1992, 1996 and 1998.

A, 1992

In 1992, Cotecna participated in and won, through a competitive bidding process
administered by the United Nations Development Program (“UNDP™), the first international call
for tender for a UN program to monitor the purchase of humanitarian goods by the Government
of Iraq.1 The 1992 program, which preceded the creation of the OFFP, would have been
implemented under the UN sanctions program existing at that time. The company’s 1992 draft
contract, a copy of which is attached to my statement as Appendix B, would have provided for
Cotecna to perform three tasks:

(1)  price verification,
(2)  pre-shipment inspection and
(3)  post-landing inspection.?

As embodied in the 1992 draft contract, Cotecna offered to provide “price verification.”
Under our proposal, the “price verification” would have confirmed whether or not the price of 2
humanitarian good corresponded within reasonable limits with the export price levels generally
prevailing in the country of supply, or where applicable, the world market. The proposed
“preshipment inspection " would have involved physical inspection of the goods in the country
of supply in respect to quantity, quality and labeling. “Post-landing inspection” would also have
entailed physical inspection of the goods but would have occurred upon arrival at entry point into
Iraq; that is, post-landing inspection would have confirmed whether the goods conformed to the
quantity, quality and labeling as found during the preshipment inspection. These are the
functions that Cotecna believed were necessary to best perform its inspection functions at the
Iraqi borders.

All three services resembled those that Cotecna performed under contracts in many
different countries around the world. These were typical services. The 1992 contract and
inspection program, however, were never implemented, because the UN and the Iraqi
government did not reach agreement.

' See Appendix A: June 4, 1992 letter to Elie Massey from Daan Everts, UNDP, informing Cotecna of its selection
“to perform price verification and inspection services” under the UN program proposed at that time, and related May
18, 1992 letter to Elie Massey from Jorge Claro, UNDP Senior Project Coordinater [SAG16479-81].

? See Appendix B: 1992 Draft Contract, SA016412-17.

* See Appendix C: “Cotecna’s Authentication Services in Iraq: Partial Glossary.”
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B. 1996

In 1996, therefore, Cotecna participated in a new UN international call for tender—this
one administered not by the UNDP but by the newly created Office of the Iraq Program (“OIP”),
for the authentication of goods imported into Iraq. What is “authentication™? Again, there has
been misunderstanding among commentators over this term. Authentication is not a customs or
inspection term or function. In fact, it appears as though the UN created the term and the
mission specifically for purposes of the OFFP,

Specifically, “authentication” entailed a comparison of the appropriate documentation,
such as bills of ladings, other shipping documents or cargo manifests, and the approval letters
issued by the UN against humanitarian supplies, and parts and equipments for the petroleum
industry, actually arriving in Iraq. It also entailed a physical visual inspection of the goods
crossing the border. Attached as Appendix C to my statement is a partial glossary explaining
Cotecna’s “authentication” services in Iraq by means of such “inspection” terminology as
“quality” inspection and “quantity” inspection.* The inspectors were to add their authenticated
confirmation of arrival to trigger the process for payment of the supplier.

Cotecna did not begin to authenticate OFFP shipments in 1996, however, because the UN
rejected all bids and entered into direct negotiations with a single inspection company. This
result naturally disappointed Cotecna, and my father, in his capacity as chairman, wrote to the
UN to inquire about the bidding process. The UN did not respond to this letter. Importantly, the
1996 contract had reduced the scope of work contemplated by the UN in 1992, when the
independent inspection agents would have played a more robust role, providing price verification
and inspection in the exporting country as well as in Irag. By contrast, the independent
inspection agents in 1996 were to provide only “authentication.”

C. 1998

In 1998, Cotecna again participated in a UN international call for re-tender and this time
was selected, in December 1998, through a competitive bidding process. The UN’s 1998 RFP
designed the inspectors’ mission, again, as authentication rather than price verification, pre-
shipment inspection and post-landing inspection. Like the role defined in 1996, Cotecna’s
“authenticating” role was limited, technical and unique, devised by the UN specifically for the
program. Despite our further suggestions to expand the scope of our work, there were no
changes in the scope of our mission.

1 can best explain our role by spelling out exactly what Cotecna did and did not do.
Fulfilling its contract as part of the overall OFFP sanctions regime, which also provided
humanitarian goods to the Iraqi people, Cotecna did:

(1)  compare with the UN database the accompanying documents for the 986
goods crossing the Iraqgi borders at specified locations, upon voluntary
presentation by the transporters;
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(2)  physically visually inspect 100% of these goods (and more intrusively
examine a 10% random selection) to verify what they were; and

(3)  bymeans of laboratory testing, assess whether 100% of foodstuff was “fit
for human consumption” (a term again coined by the UN specifically for
the program).

Cotecna did not:

e

(4)  verify that the foodstuff shipped was of the grade contracted;
(5)  assess the value of goods shipped;
(6)  interdict prohibited goods outside of the OFFP;

(7)  perform any task with respect to goods not voluntarily presented to
Cotecna by transporters (including at times 13% account goods—i.e., UN
Agency Goods); or

(8)  select the goods to be imported, establish their specifications, select
suppliers, negotiate the prices to be paid, designate any sales
intermediaries, establish sales commissions, verify prices between
suppliers and the Government of Iraq or handle funds for the payment of
goods.

My colleague, André Pruniaux, will speak in more detail about the performance of
Cotecna’s role authenticating humanitarian goods and the difficulties surrounding it.

1L LIMITED, TECHNICAL ROLE

The second main fopic of my testimony concerns the ways in which Cotecna’s limited
technical role prevented it from knowing personally about any illegal payments, to either UN or
Iraqi officials, by suppliers of goods under the OFFP.

A. Ambiguities in Cotecna’s Mission

Before I proceed, allow me to highlight three ambiguities in Cotecna’s complex
mission—to explain certain confusions that have plagued public perception of Cotecna’s duties
and performance.

First, Cotecna’s inspectors were to verify that the humanitarian goods matched their
description, and at the same time to evaluate foodstuff as being “fit for human consumption.”
Cotecna analyzed the foodstuff for radioactivity, heavy metals, microbes and pesticides.



72

However, inspectors were not to verify that foodstuff was of the grade contracted-—for example,

“Grade A.” Again, the “fit for human consumption” assessment was developed for and specific
to the OFFP.

Second, while the UN’s 1998 RFP and contract were vague as to Cotecna’s mandate in
inspecting goods, Cotecna insisted in visually inspecting 100% of shipments that it authenticated,
using random detailed examination of up to 10% of the goods in each shipment. Cotecna also
laboratory-tested all foodstuffs for fitness for human consumption in its laboratories in Jordan
and Turkey.

Third, in support of the overall OFFP “objective,” the 1998 contract has Cotecna provide
services, equipment and materials enabling an unnamed party to verify and confirm that the
“value” of the goods met the requirements of the 661 Committee.® The same contract’s
description of Cotecna’s “scope of work,” however, does not provide for Cotecna itself to
determine the goods’ “value.”’ Indeed, as stated in the Independent Inquiry Committee’s (“IIC™)
February 3, 2005 Interim Report, the OIP-NY, not Cotecna, was responsible for “key elements of
the oil and humanitarian contracts, including price and quality of goods,” as well as “fairness of
price and end-user suitability ” (pp. 32 and 189).

Given these three examples of ambiguities, and there were others, the role that Cotecna
inherited had design flaws.

B.  Efforts to Expand or at least Clarify Cotecna’s Role

While “authentication” was thus not mere rubber stamping, Cotecna after 1998 proposed
to UNOIP to expand Cotecna’s scope of work, both to fill perceived gaps in the system and to let
Cotecna pursue the business opportunity presented to provide more extensive services. Cotecna
did not propose expansion in response to the UN"s 1998 RFP, because deviation from the UN’s
specifications would likely disqualify Cotecna from being considered. Instead, after contract
performance was already underway, Cotecna proposed to broaden the scope of work at least
twice to include, among other things, price verification and more thorough inspection techniques.
First, André Pruniaux orally made the proposal to Mr. Farid Zarif to assist UNOIP in price
verification during a general meeting with UNOIP staff in New York sometime in 2001.

Second, in early 2002 André Pruniaux presented Cotecna’s scanner activities (specifically,
presenting a CD-ROM of Cotecna’s operations in Ghana and Senegal), highlighting the use of
such a machine for container shipping, especially at the port of Umm Qasr and in Trebil.

1t is my understanding that the UNOIP declined becanse UNOIP saw itself as responsible
for assessing contract value. Thus, it did not see the necessity for Cotecna to perform price
verification. Additionally, UNOIP believed that any price analysis by the independent inspection
agents would risk embroiling them in commercial disputes between suppliers and the Iraqi
government.

© See Contract PD/CON/324/98, Art. 3, SA006503.
7 See Contract PD/CON/324/98, Att. 4.3, SA006504.



73

Even if we accept the OFFP’s design at face value, though, the UN drafted the 1998
contract imprecisely. To overcome the 1998 contract’s drafting problems, numerous
communications made between UNOIP and Cotecna, but never formalized by contract
amendments, established Cotecna’s limited, technical role. To name just a few ways in which
communications between UNOIP and Cotecna clarified our OFFP obligations, I would highlight
agreements whereby UNOIP: compensated Cotecna for having to use Lotus Notes instead of a
more appropriate (Cotecna’s own) information technology system; dropped the mobile
laboratory contractual obligation; elected not to have Cotecna provide a “Chemist” in Irag;
allowed temporary man-day shortages during a transitional phase; adjusted inspector shifts at
certain sites to correspond with border opening times and the times that Iraq officials were
available to receive goods; first prevented Cotecna from authenticating goods at Umm Qasr until
the receiver had removed them from the port, then later allowed authentication of goods
immediately upon inspection, thereby resolving the problem of authentication delays; and
ordered Cotecna to authenticate “retroactively” certain “stranded goods™ that Cotecna never
visually inspected but that were in transit when Cotecna was instructed to evacuate the camps
following the coalition forces’ intervention in 2003. Cotecna has, from the beginning of this
investigation, provided documentation substantiating such points.

C. Cotecna’s Inability to Detect Illegal Payments by Suppliers

Mr. Chainman and distinguished Members, your kind invitation to testify asks me to
describe my personal knowledge, or my company’s knowledge, if any, of illegal payments by
suppliers to either UN, Cotecna or Iraqi officials. Let me state unequivocally: Iand my
company have no knowledge of any such payments to anyone. As Ihave elaborated in my
testimony, we as inspectors with a limited and technical role were not in a position to have such
knowledge.

HI.  EMPLOYMENT OF KOIO ANNAN

The third and final portion of my testimony today addresses our employment of Kojo
Annan, his duties and the fact that he played no role whatsoever in helping Cotecna obtain the
UN contract. Indeed, Kojo Annan’s work for Cotecna had nothing to do with the OFFP. He
worked on African business exclusively. I would ask you, therefore, to view our relationship
with Kojo Annan in its correct and African context.

A, The Nigerian Business Context
In order to better understand Kojo Annan’s work at Cotecna, we are providing a timeline

captioned “Business Environment in Nigeria and Ghana,” which places his work in its proper
context—West Africa.® I would highlight the following events, in particular.

8 See Appendix D: “Business Environment in Nigeria and Ghana.”
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Cotecna won its first government pre-shipment inspection contract with Nigeria in 1984.
The Nigeria business has since then been either the most important contract or one of the most
important contracts for us. Cotecna hired Kojo Annan in 1995 to work in Lagos, Nigeria on pre-
shipment inspection and, later, as a junior liaison officer, on African business development. In
April 1997, the Nigerian administration terminated Cotecna’s contract. As a result, Cotecna
significantly downsized its Nigerian operations in Lagos, where Kojo Annan was employed.
Since there was no position for Kojo Annan in Lagos, we offered him another position in
Niamey, Niger. Kojo Annan declined this offer and resigned from Cotecna in December 1997 to
pursue other interests.

Because of his value in marketing in Nigeria and Ghana, Cotecna offered Kojo Annan a
ten-month consultancy agreement in March 1998. He accepted. In that capacity, he covered a
Non-Aligned Movement (“NAM”) meeting in Durban, South Africa in late summer 1998. He
also was in New York during the UN General Assembly meeting in the fall of 1998 to develop
Cotecna’s relationships with the African leaders likely to attend the activities at these meetings.
I can assure you that in his capacity as a consultant to Cotecna, Kojo Annan covered these
meetings not to market the UN itself but to pursue contacts with African delegates and their
associates attending these events,

Around the same time, in October 1998, I sought to limit the activities of Kojo Annan
pursuant to his consultancy agreement. Because I did not consider continuing the existing
remuneration structure to be cost effective, I allowed Kojo Annan’s consultancy agreement with
Cotecna to expire by its own terms at the end of 1998.

On January 11, 1999, Cotecna sought to extend and make enforceable the non-compete
clause of Kojo Annan’s consultancy agreement in order to prevent him from offering his
business contacts and any proprietary business information to competitors at a time when
Cotecna was actively pursuing important inspection contracts in both Nigeria and Ghana. To
enforce the non-compete clause under Swiss law, Cotecna was advised that it had to pay
reasonable compensation to Kojo Annan. Cotecna did not regain the Nigeria pre-shipment
inspection contract until June 1999. Cotecna also concluded a Destination Inspection contract
with the Government of Ghana in 1999. From 2000 until present, Cotecna has been engaged in
negotiations also to provide Nigeria with Destination Inspection services requiring a substantial
investment for new technologies. This highlights why Kojo Annan’s non-compete agreement
continued to be important.

Cotecna has previously produced, for this Subcommittee, documents maintained by
Cotecna in Geneva Switzerland and Lagos, Nigeria, in connection with work performed for
Cotecna by Kojo Annan. Kojo Annan was not involved in Cotecna business outside of Africa.

B. Timing of the UN’s 1998 RFP

There has been press speculation about the timing of the UN’s RFP in 1998 and
Cotecna’s relationship with Kojo Annan and the question as to whether this relationship
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influenced the OFFP tender process. This could not have been the case, as Kojo’s work for
Cotecna was restricted to Africa-related projects alone.

As one of the few qualified inspection companies worldwide, Cotecna learned of the
UN’s October 9, 1998 RFP as per standard procurement procedures. Further, Cotecna had in the
past won UN projects, was an approved vendor, had won the 1992 bid and had been invited to
bid again in 1996. In 1998, the UN faxed the RFP to various inspection companies, including
Cotecna, which received the RFP through its Reston, Virginia office (since closed). The RFP
was then forwarded to Cotecna in Geneva for the preparation of the bid by the most appropriate
team, which did not include Kojo Annan. Before this time, no one from the UN had specifically
informed Cotecna that the contract would be up for tender, although as part of general business
development and the previous requests for tender, we retained an interest in the project and
inquired periodically about the possibility of bidding for subsequent phases.

During contract negotiations, neither I nor any other Cotecna employee mentioned to
anyone at the UN that Cotecna had employed Kojo Annan. Mr. Annan’s employment in Nigeria
did not relate to contract negotiations for technical services outside of the African market.
Moreover, mentioning Mr. Annan seemed irrelevant.

Finally, I note a paradox: Some people might fault Cotecna for having not mentioned
Kojo Annan’s employment during the RFP process. If Cotecna had mentioned Kojo Annan’s
employment, however, the samie people would probably condemn us for that, Meanwhile, to
suggest that Cotecna should have either fired Kojo Annan or not bid on the UN’s 1998 RFP
would perpetrate an injustice on him or on the 4,000 other employees who depended on the
company’s survival.

To the best of our knowledge, Cotecna was awarded the contract in 1998 on the basis of
our proposal, which offered the most cost-effective solution, technical expertise and experience
in harsh working conditions.

IV. _ CONCLUSION

In conclusion:

(1)  the inspection mission in the UN humanitarian programs for Irag changed
between 1992 and 1998;

(2)  Cotecna’s limited technical role would not place it in a position to detect
illegal payments; and

(3)  Cotecna’s employment of Kojo Annan had nothing to do with Iraq and
everything to do with West Africa.

Thank you for this opportunity to shed light on these important subjects.

1n22592v1



76

Appendix A
. 212.835 6854 WP /0P8
- Untiad Netoox
Devalopemscd Progrezmme World Development
Ot3se kx Projoct Services
Yo, of Fages” LI

% Fex No, Y122-786-3520 - -

»]
o

Cotecna Inspection 8.A.
. Genava, Bwitzerland
FAX 4122~7856~3920

ATTH!MR. B.G, Hasssy, Chalrman

SUBJZCT! Cohtract for Price vexizication and Inxpection Bexvioes -
‘ - IRO/FL/RSL .

—— - e -

I have the -pleasure to inform you that UNDP/OPE has now
completed the wevaluation and selection process for an
inspection agent to perforn price verification and {ispection -
sérvices under the Unlted Nations’! scheme for menitoring the—
purchases of humanitarian heeds by the governmsnt of X

£ Irag, and
that the proposal Zron Cotecna iInspectien 8.3, has been
selected, .

UNDP/0PE is now awalting iks green Llight from the United
¥ations in order to procesd vith tha activibies. However, in
view of tha need for readiness foxr the start-up of operations;
I would apprsclate your contacting ¥r., Jorge Claro of this .
office soonest., UHDP/OPS would 1liXe to finalize the detallsd
aspects of the services, and in particular, the communications
network and information requirsments, sc that they way be
incorporatsd into the coniract documents,

I

I look forward Lo our successful collaboraiion in this
endeavor. :

Sincerely yours,

2 Ol

baan Eveyis
. }\ssistanjhd:\inistrc
and Dirdctor, UNDP

SA016479
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ngmmu deJas Naciones Unides

pexcrel Desarrollo : Descrrollo Mundicd

18 May 1992

Dear Mr. Massey, .
Subject: Draft Coritract Inspect ices .

With reference to our discussions on the above subject, I anm

. pleased to send you herewith a revised draft of the contract vhich
0PS would sign with Cotecna for price verification and - inspection
services relating to the procurement of humanitarian goods by Iraq.

Although in this version of the contract we have included many
of the paragraphs of your -initial draft, please have your staff
review the various steps in the inspection process and make sure
that the technical language is correct, As you can appreciate, we .
have tried to accommodate your draft while still staying within the

) framework and: lang'uage of. the Securlty caunc:ll resolutiong. .

We still must obtain final clearance from the United Kations
Office for 'Legal Affairs, so there might be some modifications
later on. I am confident, however, that the basic structure and
provisions would not change much. Of course, certain fine points
will have to be added once we have confirmation that the Iragi
authorities accept the resolutions and any modifications are made
in agreement with the UN.

I have addréssed a, question to Mr. Matz in Reston concerning
the possibility of post-landing inspections taking place at storage:
or_distribution sites inside Ira the an at_ent gints.” Of
course, this, too, would be spelled out clearly in the contract
should this become the final modus operandi. . ==

Mr. E.G. Massey
Chairman

COTECNA INSPECTION, S.A.
Case 244

1211 Geneva, Switzerland

220 Bast 42nd Street, 14th Floar » New York, NY 10017 » Teléfono: (212) 8056500 » Direccidn Coblegrifica: UNOPSNEWYORK
FAX: Direclorado (212) 905-6501; c@malz)wsm-mmmopsm 645485 OPS UNDP; 824608 OPS UNDP

SA016480
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undp

Office for Project Services

Kindly let me have your comments on this document at your
earliest convenience so that we may continue with the process. _.
A copy of this letter and attachments are being sent to. Mr. Joe
Matz. : :

Yours sincerely,

Jorge Claro
or Project Coordinator
: BOL/88/003

SA016481
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Appendix B

drafl of 15 May

AGREEMENT made on the day of , 1992 between the United Nations
Development Programme, Office for Project Services (hereinaiter "UNDP/OPS?), located at 220
East 42nd Street, New York; New York, USA and Cotecna Inspection S.A, .a corporation
Incorporated in Geneva, Switzerland, with an address at 58, rue. de. la Terrasslére, Gase Postale
244, 1211 Geneva 6, Switzedand (here!nafter 'Cotecna‘)

WHEREAS,

{ The United Nations Security Councll has passed certain resolutions to'permlt the
Government of fraq to import humanitarlan ‘needs In an otherwise embargo
sityation;

i ‘The Government of iraq has accép;ed thosevresoluﬁons and has agreed foa
scheme to Implement the purchase of such humanitarian needs;

()  UNDP/OPS Is asslsting the United Nations by overseelng the external monitoring
of purchases of humanHarlan needs by the Govemment of Iraq;

{iv) UNDP/OPS is In need of the services of an Inspection firm to undertake price
. verification and Inspect;_on services as part of the external monitoring; and

(v} .. Cotecna is'ready arid willing to undertake'prlce,'\}eﬁﬁcation services, as well as
" pre-shipment and postdanding-inspections, as specified below of any and all
goods purchased by raq in accordance with the Securlty Councll resolutions,

NOW THEREFORE IT 1S HEREBY mutually agreed as follows:

Contract Documents

1. The overall Agreement between thé parties (the’ Cbmract") consists of the
{following documents ("the Contract Documents*) which, in case of any contractual inconsistency
between the provisions, shall prevall in the following order:

a. This agreement;

b. UNDP General Terms and Condmons {Annex A);

c. UNCITRAL Arbitration Rules {Annex B);

d. The UNDP/OPS Request for Proposals, December 17, 1991 {Annex C); and
e. Cotecna’s Technical and Price Proposal, dated January 14, 1992 (Annex D).

Contract between UNDP/OPS and Colenca Page 1 0of 6

SA016412
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2. This Conlract embodies the entire understanding of the parties regarding the
subject matter hereof, All prior representations and agreements, whether written or oral, have
been merged Into and replaced by this Contract.

3. No modification of, of change in, this Contract, or walver of any of its provisions,
or additional contractual relationship with Cotecna shall be valid and enforceable unless such
modification, change, waiver or additional relationship be agreed upon In wrhlng by the
authorlzed ofﬂda!s of both parlles -

-

Résggns!bﬂiﬁ% of Cotecna

item and Price Verification ) ] -

4, On the basls of awrittan requestfmm UNDP/OPS with supporting documents such
as the Purchase Order contract or information from the supplier as to the dutalls of thie order,
whether or not in the form of a pro-forma Involce, Cotecna shall undertake a verification of gl
tems belng purchased by lraq to ensure that they are contalned on the list of approved goods :
authoﬂzed by the Unlted Nations Security Councll,

6. #f Cotecna finds that the ltems are contained on the list of approved goods, then
price verification shall be performed. H the nems are found to not be on the approved list,
Cotecna shall so notify UNDP/OF‘Sr

8. Cotecna shall carry out a price verifcatron ol the hams inthe oountry of supply,

taking into account the.country of origin, " The price vermcaﬂon shall be.conducted accbrdrng to S
the gu)delines s!tpu!ated inthe LF. S.A. Code of Practice. R

7. In countries where the price comparison is subject to legal restncﬁons itis
understocd that this service shall be performed within the framework of existing laws of those
countries but any such limitation shall be reported by Cotecna to UNDP/OPS,

8. Upon compietion of item and price verification, Cotecna shall Issue to UNDP/OPS
a Prevalllrig Price Repon. indicating whether or not the price comesponds within reasonable limits
with the export price levels generally prevailing in the country of supply, or, where applicable, the
world market.

PreShtpment Inspection Services

9.. Upon wiitien request from UNDP/OPS, Cotecna shall carry out physical
inspections of the goods in the country of supply at the site or location agreed upon between
Cotecna and the Supplier/Exporter, having due regard to the exporter’s need for economy and
expeditious movement of goods. More specifically, goods may be inspected at polnts of
production, storage or shipment. Cotecna shall be given at least five {5) working days notice of
avallabliity of the goods o commence any physical inspection.

Contract between UNDP/OPS and Cotenca Page20f 6

" SA016413
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10.  Cotecna shali carry out the physical inspections in respect of quality, quantity and
labelling of goods to be Imported into raq and shall satisty itself that the goods to be supplied:

(e}  Conform in respect of quality and quantity specifications with all the terms
of the conlracts agreed between lraq and the supplierfexpoiter;

()  Conform, In the case of goods where no standards have been established
Inthe contract or country of supply, with reputable lntemaﬁonal standards or national standards
to be chosen at the sole discretion of Colecna; .

{©) Conform in respect of United Na'dons _ Security Councll . labelling
requiroments.

11, The Pre-shipment Inspections shall be performed In accordance whh recognized
intemational standards for such Inspections,

12.  Following pre-shipment Inspection, Cotecna shall take measures to deter
substitution of- lnspected goods, lncludlng seallng of shlpmants where prac!lcal o -

13. Upon satlsfactory oompletlcn of pre-smpment inspecﬂon, which also Includes a
review of the exporter’s duly signed and stamped shlpplng documents, Cotecna shall issue a
Clean Report of Findings to UNDP/OPS.

14.  Inthe event that any imegularity, defoct, ord!screpancy beyond.reasonable limits
is detected during Inspection, Cotecrra shall first undertake to resbive the problem with the
supplierfexporter. ¥ the problem cannot b resolved, Cotecna shall lssue a Report of F‘mdings
which detalls the lrregu]arity, defect or d‘:screpancy .

Post-Landing Inspeclions

15.  Cotecna shall cany out an inspection of goods upon arrival at entry points to Iraq
and shall salisfy itself that the goods conform to the quantity, quality and labelling as found
during the pre-shipment tnspecbon

16.  The Inspaction shall involve a quantity inspeclion by weight or by count,.as well
as a quality Inspection including visual Inspection, sampling, and, if requued analysis.

17.  Cotecna shall verify that all goods are properly labelled, in accordance wnh United
Nations Security Counc:l resolutions.

18.  Upon sabsfactory completion of the post»!anding Inspection, Cotecna shall issue
a Clean Report of Findings to UNDP/OPS.

19.  In the event that any irregularlly or discrepancy beyond ‘normal commerclal
practice or beyond reasonable limits Is found, Cotecna will so Inform UNDP/OPS In lleu of lssulng
a Clean Report of Findings.

Contract between UNDPJOPS and Cotenca Page3ci6
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Information Syslem

20, - Cotecna shall develop at its expense the necessary software fo monitor all
requests for price verification and nspection sesvices and provide UNDPIOPS with access to the :
system for information exchange purposes,

21, In addmon, the Information system should be abls to exiract progress reports
which shali be Issued on a <petlod> basis, detaling by category of goods, a listing of the ~
orders placed and thelrstatus, any irregularities, dates of shipment, arrival, and-any other relevant
information whlch may be requlred by the Unlted Naﬂons Security Councll,

22, Gotecna sha!i arrange for regular courler sevice for the timely dispatch of
documentaﬂon between Co!ecna and UNDP/OPS

Reporis
- 23, Inadditionito the progressreports !nd!cated in paragraphzo abova, Cotecriashall”
issus other ad hoc reports, as may be required by UNDP/OPS, as well as a final report upon
completlon of the services under this comract.

Personnel»

24. Cotecna shall prowde the fotlowlng personnel who -will manage }ts actMtIes 3
throughout the penod of the Contract

(a) (Name) (Location)
{b)
©

. Cotecna shall riot change the management team without prior agreement of
UNDP/OPS, T : .

Privileges and Immunities

25, Tha‘ﬁrov!sions of paragraph 7 of Security Councl! Resolution 712 (1991) which
relate to privileges and immunities shall apply to all persons, natural or juridical, Including agents,
contractors and their personne, performing services under this Contract.

Non-Performance

26. In the event that UNDP/OPS determines that Colecna Is unable to perform or
execute any single Inspection request, UNDP/OPS reserves the right to instruct an altemative
{standby) inspection agency to execute such inspection. UNDP/OPS will advise Cotecna in
writing of the aclion so laken, stating the nature of the inspection, the items to be inspected, the
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place and dates for the ingpection, and the name of the standby inspection agency appointed
to executs the inspaction.

Other B ies of Cotecna

: 27.  (a) In carrying-out its obligations under this Contract, Cotecna shan exercise dua
caré and- diligence, and bring to bear'upon each transacllon professfonal skill;- expert!sa and -
re!evan! exparience

(b} In any event where a thlrd parly has undertaken a Pre-Shlpment Inspection on
behalf of Cotecna or at the request of Cotecna, then Cotecna shall be liabls in respact of afl the -
materlal findings, advice or opinlon rendered by such party within the terms and fimits of this’
Contract except as qualified below. In this regard, *hird parly* shall Include any firm or
corporation directly or Indlrectly assoclated with Cotecna, regardless of whather it is a holding
company, subs!dkaxy company or other company : .

. (c) The liability of Cotecna for proven-gross negllgence under paragraphs (a) and "
(b} shall be limited to three {3) times the fees payable on the FOB value of the consignment and
such fabllity shalf not prejudice the importer's rights or actions against suppliers under tha
commerclal agreement. In conducting price verification, Cotecna may rely on information it
obtains from third partles, including sources located in the country of origin or supply. Cotecna
shall not be liable for the Inaccuracy of any information it obtalns from third parties, unless it -
should have known, by acling with due care and diligence, that the information was Inaccurat'e

. *{d)Proven gross negligence onthe part of Cotecna shall be considered a matetial -
breach of this Contract, and, notwithstanding any financial liability attributable t6 Coteena, -
UNDPIOPS may terminate this Contract. .

Respongibilities of UNDP/OPS

28,  UNDP/OPS will provide Cotecna all Security Councll resolutions and decisions
which shall be pertinent to the services to be provided.

28.  UNDP/OPS will provide the lists of goods which have been approved by the -
Security Councll for purchase by ¥ag.

.30. UNDP/OPS will provide Cotecna on a monthly basis the offical United Nations
rates of exchange which shall be used to determine the US Dollar value of all purchase orders
issued by lraq. .
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Fees and Terms of Payment

81.  Inconslderation of the services renderad by Cotecnia, UNDP/OPS agrees to pay
Cotecna as follows:

{a)  For Price Verifioation Services, as described In paragréphs 4108, above,
a feo equivalenz fo_ %ol 1he FOB value of the proposad goods to be Imported,

. &) ecﬂo Servico as. dasodbsdln paragraphs 8to-4,.~
above, a Iee equlvatent to % of the FOB value of !mporls covered by each Cotecna Report
of Findings.

© - EO[ Eog-l.amigg inspection Sendcgé, as described in paragraphs 15to-
19, above, a fee equivalent to __% of the FOB value of the imports covered by each Cotecna "
Report ot Flndlngs. . ] ' : :

(d) " For each shlpmenl there will be a minimum fee of US§_,

32, (a) AII fees due to Cotecna sha!! be paid monthly, on @ net 30 days basls ‘
upon receipt by UNDP/OPS of an invoice Indicating the total number of Reports of Findings
Issued during the blmng period and the total value of the Reports of Flndmg

. B lnvolcmg by Cotecna-shall be In’ U.S. Dollars, using the official United
Nations rate’ oi exchange prevalling on the.dale of each Report of Findings.

Period of Confract * - -

33,  This Contract shall be effective upon signature by both parties and shall continus,
unless terminated by either party in accordance with the termination provisions contalned in thls
Contract, until such tlme as the monstoring scheme concludes. -

Termination of Contract

34, In addition to the termination provisions set forth In paragraph ___ of the UNDP
General Terms and Conditlons (Annex A), UNDP/OPS reserves the right to terminate this Contract
in accordance with decisions by the Government of Iraq or United Nations Security Councll
decisions and resolutions which may affect the nature and scope of the UN monitoting
operations. UNDP/OPS also reserves the right to terminate the Contract without prejudice for
any material breach by Cotecna.
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Appendix C

COTECNA’S AUTHENTICATION SERVICES IN IRAQ

PARTIAL GLOSSARY

To support documentary controls (for authentication), Cotecna provided the following
“inspection” services:

o Quality Inspection

Only for foodstuffs, we took “samples” (see SOPs) for laboratory analysis to
verify that the imported goods were “fit” for human consumption only. Criteria
were jointly designed by Cotecna and UNOIP.

Note: We performed no quality inspection on medicines; however, we did some
sampling. Sampling of medicines was discontinued in 2000 at UNOIP’s request;
in any event, we never tested medicines.

¢ Quantity Inspection

We performed physical visual inspection on all imports (containers, bulk, general
cargo, holds or hatches on the vessels, etc.)

For bulk cargo (mostly foodstuffs), we relied on local equipment (weighbridges,
forklifis, etc.), since the Iraqis had refused to let us bring or install our own
equipment.

We performed detailed examinations of up to 10% (in number), sometimes more,
depending on the goods. We would break the seals, open the trucks, enter the
containers, count packages/items, identify markings, check dimensions, open
some packages, take photos, take samples, etc.

Note: Special procedures applied to oil spare parts. These were inspected by
Saybolt at end use sites.

1125842¢1
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1974
1984

Sept. 1984
1988

Early 1994
July 1995
Sept. 1995

Dec. 1995

Jan. 15, 1997

Feb. 1997

April 1997

April-Aug 1897
Oct 1997

Late 1997

Dec. 1997
Dec. 18 1997
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Appendix D

18 January 2005

BUSINESS ENVIRONMENT IN NIGERIA AND GHANA

Cotecna established fo perform private commercial inspections

Cotecna bids on its first Pre-Shipment inspection (“PSI") with the
Govermnment of Nigeria

Cotecna wins Nigerian PS! contract

Cotecna signs its second PSI contract with Kenya
SGS buys majority shares of Cotecna

Kojo Annan's CV presented to Cotecna

Cotecna confirms that Kojo Annan would begin PSI training in its UK
offices on Oct. 8, 1995

Employment contract as Junior Liaison officer in Lagos Nigeria with Kojo
Annan executed for 3-6 months with possible extensions. Duties to
include the operations and development of the activities of Cotecna's
Lagos Liaison office. Responsible for day to day operations, reporting to
the Chief Liaison Officer and Liaison Officer

Kojo Annan promoted from Junior Liaison officer to Assistant Liaison
Officer in Lagos

Effective March 10, 1997, Kojo Annan to assume the position of
Assistant Manager Marketing in Lagos for the Nigerian PSI contract

Nigerian Government directs Cotecna fo stop its activities in the frame of
the Nigeria PSI contract

Cotecna phases out its PS| operations in Nigeria
Massey family buys back 100% of Cotecna from SGS

Cotecna seeks to build bridges with Nigerian Government to regain PSi
business

Kojo Annan submits his resignation as employee effective Dec. 31, 1997

Letter from Cotecna confirming Kojo Annan’s contract terminated
effective Feb. 28, 1998
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March 1998

December 1998 /

January 1999
June 1999
1999

2001

May 9, 2001

July 5, 2001
June 2002
Jan. 2003

Feb. 25, 2003

June 26, 2003

March 2004

July 30, 2004

Sept. 29, 2004

Present
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19 January 2005

Consultancy Agreement with Kojo Annan, effective for 10 months

End of Kojo Annan consultancy agreement. Kojo Annan signs a non-
compete agreement

Cotecna resumes its Nigeria PSI contract

Cotecna introduces X-ray scanners and Destination Inspection ("DI")
Program in Ghana

Nigeria copies Ghana DI program

Nigerian issues RFP for Provision, Installation and Operation
Management of X-Ray Scanning Equipment and Risk Management for
Nigerian Customs

Cotecna's bid to Nigerian Government presented

Cotecna's second bid to Nigerian Government

Cotecna’s third bid to Nigerian Government

Nigeria awards Cotecna contract for Provision, Installation and
Operation, Management of X-Ray Scanning Equipment and Risk
Management for Nigerian Customs

Agreement between Federal Republic of Nigeria and Cotecna signed
Last payment to Kojo Annan under non-compete

Cotecna officially informed of a new RFP issued by the Nigerian
government within the framework of the existing contract in order to
allow additional companies to operate

Cotecna’s preliminary response o the Request for Proposals (RFP),
making recommendations with continued operation with additional
operators

Awaiting decision from Federal Republic of Nigeria to decide on
additional operators.
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Statement by André Pruniaux
to the United States Senate
Permanent Subcommittee on Investigations
Committee on Homeland Security and Governmental Affairs
February 15, 2005

Mr. Chairman and distinguished Members of the Subcommittee, thank you for inviting
me to speak today. My name is André Pruniaux. I served as Senior Vice President of Cotecna
Inspection 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 United Nations’ Oil-for-Food Program (“UN-OFFP”).

Today, I will discuss three subjects:

(1)  the negotiation and execution of the December 31, 1998 contract between
the UN and Cotecna;

(2)  Cotecna’s implementation and performance of the contract; and

(3)  internal (Cotecna) and external (UN) monitoring and oversight of
Cotecna’s performance, with a particular focus on how, during the
authentication process itself, daily interaction between Cotecna and the
Office of the Iraq Program (“UNOIP”) responded to circumstances
presented at the border sites.

In addressing these three subjects, I will concur with all that Mr. Robert Massey has said

but hope to add more details substantiating his statement that Cotecna did its job well and fully
in accordance with its mandate.

L Negotiation and Execution of Cotecna’s December 31, 1998 Contract

To begin with the negotiation and execution of Cotecna’s December 31, 1998 contract, |
would make two main points, in addition to Mr. Robert Massey ’s “big-picture” observation that
the scope of our work was, by virtue of the program’s design, ultimately misconceived: first,
that a vaguely worded RFP complicated Cotecna’s early contract negotiations; and second, that
miscommunication between separate UN units—specifically the UNOIP, the Procurement
Division (“PD”) and the Office of Legal Affairs (“OLA”)—made contract amendments
sometimes occur sporadically, by oral agreement or ad hoc written communication, rather than
by formal documentation, and created long delays in the decision-making process on the ground.
Both the vague RFP and the failure to formalize the UN’s evolving instructions to Cotecna
caused at times 2 disconnect between the formal contract language and our contractual
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obligations (e.g., there were no clear definitions in the formal contract for such terms as “Fit for
Human Consumption” and “Authentication”™).

A. Contract Negotiations as Complicated by a Vague RFP

First, the UN worded its 1998 RFP very broadly [see the UN’s October 9, 1998 RFP,
SA012845-63). For example, the RFP did not impose on bidders any information technology
system or specific telecommunications obligations. For this reason, and because the 1998 RFP
also set forth an unusually short initial contract duration of only six months, Cotecna based its
original 1998 bid ($499 per inspector per day) on Cotecna’s own proposed information
technology systems and telecommunication facilities.

In December 1998, however, the United Nations revealed, for the first time, a specific
requirement for the contractor to use Lotus Notes instead of Cotecna’s own systems, which we
had developed over a number of years for a variety of inspection projects and tended to
customize depending on project demands. We would be pleased to provide the Subcommittee
with details of the type of technology that our original bid anticipated if this would be helpful.
Because Lotus Notes would involve large, previously unforeseen operating expenditures (for
example, telecommunication costs) associated with the time-consuming replication requirement
that the Lotus Notes systems demand, Cotecna and the UN’s PD on December 24, 1998 agreed
that the UN would pay Cotecna additional compensation to address the Lotus Notes issue. This
agreement became Amendment 1, which Cotecna did not sign until 29 March 29, 1999 and the
PD until April 21, 1999 [Amendment 1 to PD/CON/324/98, SA006344-49; notes and e-mails
regarding Amendment 1 and related Dec. 1998 negotiations appear in SA012792-809,
SA012819-25, SA012921-24, SA012932 and SA012934-62].

Cotecna thus did not learn about the Lotus Notes requirement until December 1998, when
Cotecna visited New York three times. Two of those visits took place after the UN had
shortlisted the company for consideration. During the first visit, which Mr. Robert Massey led,
Cotecna had presented its proposal. During the second and third, led by Mr. Elie Massey and
me, respectively, negotiations sought to clarify the limited, technical role in more detail and to
address the unexpected imposition of Lotus Notes (with related cost and communication
implications).

From the outset Cotecna would have preferred for the original RFP to have set out a more
detailed scope of work—especially as, in hindsight, the UN was requesting non-standard
services, as contrasted with traditional Pre-Shipment Inspection and Destination Inspection, in a
harsh and unstable operating environment. Furthermore, the UN insisted that tenders be
submitted on a fixed per man day pricing basis, which was also to accommodate significant up-
front capital expenditure. As such Cotecna assumed very significant risks. Indeed, the
vagueness of the UN’s 1998 RFP in the context of a program which had been in operation for
two years was not standard business practice. It is therefore surprising in retrospect that the UN
did not provide a more detailed and comprehensive specification as regards information
technology and communications requirements, physical infrastructure, existing and required, as
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well as Standard Operating Procedures (“SOPs”). This specification would also have ensured
that the UN analyzed tenders on the basis of a common understanding and even playing field.

B. Fragmented UN Approach

Second, separate UN offices handled contract negotiation (PD), operational issues
(UNOIP) and legal services (OLA). These three UN departments did not necessarily agree or
communicate with each other. As a resuit, UN decisions routinely “amending” Cotecna’s
obligations, after our performance began on February 1, 1999, did not always cement themselves
in formal written amendments. Like the ambiguities in Cotecna’s mission, about which Mr.
Robert Massey has already spoken, this institutional fragmentation can explain some of
confusions that have swirled around public perceptions of Cotecna’s duties and performance.
One should not misconstrue as non-performance by Cotecna the UN departments’ failures to
communicate with each other and record operational adjustments. In no material instance did
Cotecna act without the instruction and agreement of the UN, to which our contract obliged us to
report exclusively in all aspects of our duties.

IL Implementation and Performance of Cotecna’s Contract

My second subject for today’s testimony concerns implementation of the contract and
performance of Cotecna’s contractual obligations,

A, Implementation

With regard to implementation, I would highlight five initial hurdles that Cotecna
overcame:

(1)  handover issues;
(2)  generally harsh conditions;
(3)  acontinual need to clarify contractual obligations;

(4)  differing views about how best to perform the job without compromise;
and

(5) limitations of the Lotus Notes database.

First, regarding handover issues: Upon winning the contract, Cotecna received no
existing operational documentation from Lloyd’s or the UN, including SOPs. Those OFFP
records that Cotecna did inherit were in disarray. Nor did Cotecna receive information regarding
the performance of Lloyd’s. We now know, for example, based on an OIOS audit report that the
Independent Inquiry Committee (“IIC") into the UN-OFFP posted on its website January 10,
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2005, that the UN did audit the performance of Lloyd’s [see AP98/17/5]. Despite this prior
audit, Cotecna did not gain, in any meaningful or coordinated way, the benefit of the trial and
error of the preceding two years of work as carried out by Lloyd’s and the UNOIP.

Second, regarding generally harsh conditions: Ihave already publicly testified, in
another forum, that the general working and living conditions for Cotecna inspectors were harsh,
and the environment hostile [see André Pruniaux’s October 5, 2004 testimony before the U.S.
House of Representatives, Subcommittee on National Security, Emerging Threats and
International Relations, Committee on Government Reform)].

Once on the ground Cotecna found conditions to be worse than the company had foreseen
or the RFP had made clear. In part these severe conditions arose because the 1998 bombing had
caused Lloyd’s to evacuate the sites at short notice, leaving them vulnerable to decay through
lack of maintenance. Furthermore, the senior Lloyd’s inspectors and team leaders were almost
all British and were precluded from returning to the sites by the Iraqi authorities, acting in
response to the UK’s involvement in the abovementioned bombings. As such, it is fair to say
that there was a “brain drain” as certain sites were understaffed or staffed with inexperienced,
recently hired Lloyd’s inspectors. This situation persisted for approximately three months. The
consequences included a significant loss of know-how and a backlog of data to be processed.

Finally, Lloyd’s had developed a parallel IT system (SAMDS—a relational database in
Microsoft Access 97) for tracking OFFP trade, which Lloyd’s used due to the difficulties
associated with the Lotus Notes System. When Lloyd’s lost the contract, Lloyd’s removed this
system and the data contained in it from the sites. These factors hindered a smooth handover
from taking place.

Accordingly, at significant financial cost, Cotecna needed to reestablish the requisite
infrastructure. Please note, we signed the contract on December31, 1998 and started work on
site on February 1, 1999. Problems resulting from the short lead time were exacerbated by the
delays in obtaining visas for new inspectors, which resulted in initial staffing shortages. Similar
and often worse delays were associated with obtaining import permissions for critical equipment
(V-Sats and radios). Cotecna also absorbed high insurance costs (to the extent that insurance
was available), costly security measures, and tremendous telecommunications service and
equipment expenses.

Many other harsh conditions that Cotecna faced had non-financial implications but led to
significant procedural hurdles. In particular we had to navigate relations—via the UN’s Office
of the Humanitarian Coordinator for Iraq (“UNOHCI”)—with Iraqi authorities, port officials,
and Iraq’s Ministry of Trade (“MOT™), in order to process visas, requests for dismissal, etc. We
also needed to maintain a positive working relationship with the UN Iraq-Kuwait Observation
Mission (“UNIKOM™), for help during accidents and evacuations, and with Kurdish authorities
(as well as with the Jordanian and Turkish officials). Particular logistical challenges resulted
from direct pressure by Iraqis and travel restrictions when inspectors rotated between sites—all
of which rotations needed to take into account that entry visas were available only in Amman
and the travel permits, which were required if inspectors needed to move between sites, were
issued only in Baghdad.
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Third, regarding a need for continuing clarification of contractual obligations: Mr.
Robert Massey has already described the imprecision of such non-standard procedures and
terminology as “authentication” and “fit for human consumption.” In the absence of an
established threshold or procedures, Cotecna took great pains to develop standards from scratch.
Mr. Robert Massey has likewise described Cotecna’s recognition that the OFFP’s design had
limitations (with respect to Cotecna’s function, an absence of price verification at point of
import, etc.). UN resistance, however, prevented Cotecna from changing the system. Twice we
offered price verification services but were turned down by the UN on both occasions.

Fourth, regarding differing views about how best to perform the job: What Cotecna’s
contract required (when this was clear) did not always match what Cotecna believed its
mandated duties to be. For example, in early 1999 Jonas Larsen of the UN once urged Cotecna
to use risk assessment, an approach that would have had Cotecna visually inspect not 100% of
OFFP goods, as we did, but only those goods deemed “high-risk.” But risk assessment did not
suit a sanctions regime. Risk assessment works only when information exists to determine
which shipments contain high-risk goods. More to the point, risk assessment is typically used as
part of a customs function, where the aim is to ensure the accurate collection of duties—i.e.,
mitigating a fiscal risk—and where post-entry audit is possible. Risk assessment does not suit
system partly intended to restrict the importation of dual-use items—i.e., mitigating weapons of
mass destruction risks. We note, in passing, that one of the arguments apparently used against
Bureau Veritas—a French inspection company that Lloyd’s had beat out during the 1996 tender,
was that Veritas had proposed risk analysis, which did not conform to the 1996 RFP [see
February 3, 2005 IIC Interim Report, p. 99]. Furthermore, Cotecna and the UN sometimes
disagreed over the scope of work and level of Cotecna’s authority. Typically, when working
with governments, Cotecna acts in conjunction with customs officials. That is, there is a
governmental enforcement entity. Here no enforcement function was present, because Iragi
customs had no interest in enforcing a UN sanctions program. Exacerbating the problem,
staffing levels rigidly set by the UN at each site sometimes clashed with the needs that the reality
on the ground demanded, whereby certain sites, most notably Umm Qasr, experienced greater
traffic than others.

Fifth, regarding limitations of the Lotus Notes database: Without going into technical
details, which I have particularized in Appendix A to my written statement,’ et me summarize
by saying that the UN imposed a system that was fundamentally unsuited to the task at hand.

Lotus Notes is primarily a document management and e-mail system. Indeed IBM, the
current owner, does not recommend Lotus Notes as a database tool. Clearly a task that involved
the authentication of hundreds of thousands of shipments (and the data associated with them)
requires a system that can efficiently analyze, communicate and track large volumes of
information and most of all easily link relevant data sets. The Lotus Notes system that the UN
imposed on us could not do this. For example:

! See Appendix A, “Oil For Food Lotus Notes Database Appendix,” including a diagram of the Lotus Notes system
that the UN imposed, contrasted with a system that would have linked key pieces of information and provided a
more satisfactory audit trail. This document has been prepared by Cotecna’s legal and technical team.
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(1)  Replication, the means by which the UNOIP New York and Cotecna Iraq
synchronized OFFP information via Lotus Notes, took place over
telephone lines and often took days to be complete—even crashing at
times. This had very significant cost implications and also compromised
data and left data gaps.

(2)  The Lotus Notes systemn did not link key pieces of information to each
other. Most importantly, the Lotus Database itself did not integrate the
actual authentication information. This recordation Cotecna did on paper,
transmitted via fax or sent by e-mail. As such we often had to fax up to
2,000-3,000 pages per night and needed to develop on the ground reports
for our own purposes when, for example, individual contracts involved
multiple shipments. Some contracts involved thousands of individual
shipments over lengthy periods of time.

(3)  Asaresult of the above, the Lotus Notes system did not provide an
automated audit trail. It was only possible to generate an audit trail of
sorts by a lengthy and largely manual process. This weakness of Lotus
Notes, of course, makes monitoring performance and reporting almost
impossible.

It is also worth noting that the UN did not have the requisite experienced Lotus Notes
administrator until 2000, at which point the UN recruited a competent expert.

Farthermoore, the UN throughout insisted that it retain complete control over the data
entry and the structure of the database. Indeed, the data entry that Cotecna undertook was very
limited and restricted to shipment inspection forms. Any corrections or amendments noted by
Cotecna would be passed on to the UNOIP via fax or e-mail, and then corrections would be
made by the UNOIP directly and passed back to Cotecna further to a successful replication.

B. Performance

With regard to our performance of the contract, I would stress the efforts Cotecna made
to do the best job possible given our narrow mandate and the challenges presented by the
realities of implementation and the tools the UN gave us.

The recently released 2003 OIOS Audit Report made 25 recommendations, some of
which have been interpreted as criticizing Cotecna’s performance. We attach, as Appendix B, a
detailed response to all 25 recommendations contained in the Audit Report. Please, let no one
say that Cotecna has failed to address the Audit Report. We have addressed it.

Instead of going through our appended written responses one by one, I will here make
only four general observations. First, the Audit Report’s recommendations sometimes fail to
grasp the larger context that Mr. Robert Massey and I have described today: Cotecna’s limited,
technical role, our unsuccessful efforts to assist in price verification, the limited design of our
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mission, the vague RFP, the failure of certain operational adjustments to record themselves as
formal contract amendments, and so on. In short, the Audit Report sometimes misunderstands
the OFFP itself. Second, the Audit Report’s recommendations sometimes arise from
misinterpretation of our contractual obligations. This misinterpretation is, however,
understandable—as 1 have said—given not only the contract’s imprecision but also the
program’s evolution from 1998 to 2003. Third, the Audit Report does not as often describe
inadequate performance by Cotecna as inadequate contract drafiing or monitoring by the UN.
When, for example, the Audit Report complains that the UN at first failed to realize a two
percent discount on the contract price because it did not pay Cotecna’s invoices within 15 days,
the Report is not raising any concern whatsoever over Cotecna’s performance. Fourth, as I will
explain in more detail later, UNOIP staff communicated regularly, even daily, with senior
Cotecna staff. At no time did the UN tell Cotecna, in so many words, that it was not fully
discharging its contractual obligations. The UN did not give Cotecna a copy of the Audit Report,
about which the company first learned through media coverage of its release on a website mid
2004. Only one out of 58 OIOS audit reports raises observations and recommendations relating
to Cotecna’s performance. Moreover, this Audit Report was an interim and internal working
document and was the only Audit Report that was unofficially released to the press. Cotecna
until today has not had the opportunity to respond officially to the misunderstandings in the UN
Audit Report. Now we feel free to do so, as the IIC has officially released the report.

In any event, as shown by our detailed written response to the Audit Report, as well as
the thousands of pages of documents that we have submitted to this Subcommittee, we never
acted in the performance of our contract without either specifically obtaining clearance from the
UN or acting at its instruction,

HI.  Internal (Cotecna) and External (UN) Monitoring and Oversight

My mention of the Audit Report leads into my third and final subject today, internal
monitoring and oversight by Cotecna, and external monitoring and oversight by the UN. I will
describe internal and external controls separately, then conclude with certain observations on
how, during the authentication process itself, daily interaction between Cotecna and the UNOIP
responded well to circumstances presented at the border sites.

A. Internal Controls Provided by Cotecna Itself

As a matter of standard procedure, Cotecna develops SOPs consistent with the
Intemnational Organization for Standardization (“ISO”) reporting structure and standard. Cotecna
followed this practice in the OFFP work as well. By way of a small example, Cotecna produced
status reports weekly for UNOIP. These reports reflected the number of trucks and vessels
processed, the staffing levels at each site, security observations again site by site, and any
significant events that occurred over the course of the week in question.

As regards the important function of authentication, we provided authentication sheets to
UNOIP once a week until April 2001, after which period we switched to daily authentication.
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We also provided reports on the pending authentications (typically authentications fell into this
group if there were discrepancies that required resolution—for example, documentary issues,
database errors and pending actions from suppliers). This means that UNOIP was aware on a
regular basis (i.e., weekly until April 2001 and daily thereafter) as to the precise level of
authentications being conducted by Cotecna at every site,

Cotecna implemented a three-tier management structure to ensure that suitable checks
and supervision were in place at all times. Cotecna stationed a Team Leader and a Deputy Team
Leader on each site and an overall Contract Manager first in Geneva until April 2000 and then in
Amman until the end of the contract. The Contract Manager would visit and audit the sites on
average every two months and maintained permanent contact with all sites from Amman. One of
the Contract Manager’s main functions was to ensure that SOPs were being consistently and
strictly adhered to—in particular as regards the Field Inspection Manual (“FIM”). Please note
that this position was created by Cotecna to ensure efficiency of contract implementation but was
not contractually required. Further, Cotecna absorbed entirely the cost of this position. Cotecna
also had, in line with its contractual obligations, a senior liaison officer in Baghdad and a Field
Manager in Amman. In addition all inspectors as a matter of course transited through Amman.

A final check was the supervision and review by the Geneva Headquarters at Senior Vice
President level, supported by an Assistant Contract Manager. As Senior Vice President, I would
regularly visit all the sites in Irag, and we would organize a management/operational meeting
with Team Leaders, IT managers and the Baghdad Liaison Officer in Baghdad and/or Amman
every three to six months. As possible, these meetings were attended by UNOIP staff when they
were on mission in Iraq.

Finally, regular (i.e., occurring two to three times per year) working sessions would take
place with the UNOIP in New York.

Cotecna made constant efforts to conduct technical internal audits of the contracton a
regular basis out of Amman, as well as on ad hoc basis from the Geneva Headquarters.

Cotecna also hired external auditors as needed to look at specific areas that required third
party expertise. For example, an external auditor examined the financials in Amman. In
addition, Cotecna recognized when the need would arise to bring in specialist consultants. For
instance, we hired Dermot Jennings, a former senior Irish customs officer, as a technical
consultant to provide analysis when we needed help resolving point-of-entry issues and delays at
Umm Qsar.

To emphasize, the line between Cotecna and UNOIP oversight may be misleading. We
were in constant contact and discussions with the UNOIP to develop a modus operandi that
reflected our evolving contractual obligations and indeed exceeded them in several instances.
For example, we successfully encouraged the UN to permit daily authentication by secure e-mail
protocol to address the growing volume of cargo going into Iraq, as faxing authentications was
proving too cumbersome for both sides. Four other examples of internal quality-improvement
leap to mind: our development of SOPs, our adjustment of staffing levels at the different sites,
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our modification of sampling methodologies and our overcoming of problems related to Lotus
Notes.

First, primarily through Cotecna’s extensive knowledge of field inspection procedures
but also through discussion with the UNOIP and knowledge transfer from the former Lloyd’s
employees whom we hired for their relevant experience, we developed SOPs that served as a
practical guideline for authentication. We did not permit our inspectors to deviate from these
SOPs other than in circumstances where the UNOIP specifically instructed us to do so. This is
clearly demonstrated on numerous occasions and documented extensively.

Second, we attempted to manage staffing shortages by transferring staff from lower
traffic sites to Umm Qasr, but only afler consultation with and agreement by UNOIP. The UN
initiaily refused to deviate from the staffing levels set out in the RFP and only after repeated
negotiations agreed to increase staff levels. This subject has given rise to some misinformed
press comment and was alluded to in the OIOS Audit Report. Lost in the reporting is the fact
that Cotecna was internally raising its level of performance, not lowering it. A pertinent
example is that Cotecna had in place a surplus of inspectors (at one time up to 30 individuals)
paid by Cotecna but not charged to UNOIP. These surplus inspectors allowed us to exceed the
staffing requirements stipulated and facilitated appropriate recuperation periods for field staff
and meeting strenuous shif requirements (e.g., at Umm Qasr at times up to three eight-hour
shifts were required to meet authentication demands).

Third, with UN approval, we adjusted sampling methodologies to take into account
staffing limitations and yet allow for 100 per cent visual inspection of deliveries for
authentication. We agreed on appropriate quantity assessment methodologies with the UNOIP.
Cotecna proposed this level as authentication was, to our understanding, designed to perform a
number of functions, one of which was to mitigate the risk of dual-use items entering into Iraq,
another being to ensure that payment to suppliers by the UN was made only on verification of
the arrival of goods. We did not feel that less than 100 per cent visual inspection would be
adequate control. Indeed, the UN expressed on at least one occasion at the beginning of our
contract the view that this threshold was overzealous and that a risk-based approach would be
acceptable. Cotecna rejected outright this suggestion as we did not consider it at all appropriate
given the context of our mandate.

Fourth, as regards the shortcomings of the technology, as early as mid-1999 we had in
place a permanent Lotus Notes administrator on site in Iraq, as well as IT specialists on each site,
in the hope that their knowledge of Lotus Notes could help overcome associated problems. We
also encouraged the UNOIP to appoint an experienced Lotus Notes administrator in New York,
which the UNOIP finally did toward the end of 1999. Indeed, we did learn about that system.
However, we could not fully overcome the fundamental shortcoming of using an inappropriate
platform. It continued to make our job more difficult and certain key processes more time-
consuming. Indeed, the weaknesses of the Lotus Notes database meant that even the UNOIP
could not easily perform statistical analysis of the authentication process. The UN accordingly
approached us on several occasions to assist it by providing general statistics, and our
information technology staff on the ground was able to extract data and run the requested
analysis. Indeed on a few occasions we sent our Lotus Notes administrator and paid for our
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external experts to visit UNOIP in New York to assist UNOIP in resolving certain Lotus Notes
problems. Ultimately, despite the shortcomings of Lotus Notes for the purposes to which the
OFFP put it, Cotecna was able to manage the IT operations sufficiently to ensure that we
fulfilled our contract obligations in full. In fact, the Coalition Provisional Authority (“CPA”)
relied on our IT support also from November 21, 2003.

B. External Monitoring and Oversight by the UN

With regard to external monitoring and oversight by the UN, there was no formal or
standardized audit procedure of Cotecna by the UN, to our knowledge. There was no UNOIP
person on the ground in Baghdad. Furthermore, the project was managed from New York and in
a different time zone.

However, UNOCHI in Baghdad was always aware, for security and visa considerations,
of precisely how, when and where Cotecna inspectors were located in Irag. We also had regular
security briefings and audits by the UNOCHI security manager who was located in Baghdad.
Further, all hiring decisions, visa applications and procedural amendments were with the
agreement or at the instruction of the UN. In this sense, oversight by the UNOIP was a constant ,
and a constant that we for our part welcomed. Field reports were issued as a result of the UNOIP
site visits that took place on average every several months and typically lasted for two weeks.
These visits resulted in suggestions, amendments and improvements to the contract
implementation and also performance. Many of these were at our suggestion or were worked out
in conjunction with the UNOIP. Further, the short duration of contract periods—six months—
meant that good performance was essential to put us in a strong position to be re-hired. Face-to-
face meetings in New York followed up the UNOIP’s reports based on its visits to the inspection
sites, the Baghdad Liaison Office and the Amman Field Office.

As I mention above, Cotecna was able to develop a good working relationship with
UNOIP, despite or perhaps because of the challenges that the job presented. We were in daily
contact with the responsible parties within that organization, particularly the UNOIP Customs
Experts, whom we found professional and helpful, and with whom we maintained a constant
dialogue. This dialogue allowed us not only to refine and reconcile our understanding of our
duties, as reflected in the various amendments to the contract, both written and oral, but also to
resolve in real time logistical and political problems caused by conditions on the ground. The
UNOIP intervened on occasion on Cotecna’s behalf with the UN humanitarian agencies and the
Government of Iraq to diffuse tensions or resolve problems, as quickly as possible.

In performing our task of authentication, we remained in daily contact with the UNOIP
by fax, telephone and e-mail despite time differences (please note that when the UNOIP staff
would arrive at work between 8:00 am and 9:00 am it would already be 4:00 pm to 5:00 pm in
Iraq). When we spotted data errors or anomalies in the database, we reported these to UNOIP in
New York to get data corrected and or amended. We were precluded from making any
amendments to the data ourselves. The Cotecna inspectors were adept at addressing issues
arising when drivers presented incorrect documentation and for the most part were able to
authenticate goods once the reason for mismatches had been identified—such as entry at a

10
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different border site than the UN documentation indicated. At no time, did Cotecna anthenticate
goods without the correct documentation or with missing documentation, other than in a few
instances when instructed to do so by the UN. It is worth mentioning that authentication is
ultimately a “black and white” process and leaves no room for reservation. For this reason, we
were meticulous in obtaining specific instructions from the UNOIP whenever needed.

‘When discrepancies occurred regarding individual shipments, Cotecna immediately
referred these as a matter of course to the UNOIP. The UNOIP would then determine how to
resolve them, These discrepancies, if minor, were resolved directly between the relevant site and
UNOIP. The Contract Manager in Amman would become involved only if the discrepancies
were deemed significant. In the event of major concerns, then Cotecna Geneva would also be
alerted and involved. Cotecna kept reports detailing these discrepancies onsite and at Cotecna’s
Geneva headquarters as appropriate.

Let me not mislead you with such talk of “discrepancies,” though. Discrepancies rarely
happened and typically related to irregularities in the documentation presented. Often
discrepancies resulted from the mis-keying of information by the UN or a change of border post.
Accordingly, the vast majority could be easily resolved. UNOIP kept complete control of the
Lotus Notes database and was the only party that could enter and amend contract information.

IV.  Conclusion

As Inear the end of my statement, I observe that I am not alone in reporting that Cotecna
did its job well. The UNOIP staff commended us for our performance on several occasions, and
this continued on into the CPA period. As a testament to our good performance and keen
pricing, Cotecna had its contract renewed three times and won subsequent re-tenders. Indeed our
contract was carried over by the CPA and the current government, ending only on October 8,
2004 when Cotecna handed the task over to the local authorities.

T have discussed three subjects today:
(1)  the negotiation and execution of the December 31, 1998 contract;
(2)  Cotecna’s implementation and performance of the contract; and

(3)  monitoring and oversight of Cotecna’s performance, with a focus on the
interaction between Cotecna and the UNOIP.

If you forget any of the details in my presentation, please remember the following: Despite
Cotecna’s limited, technical role, our unsuccessful efforts to expand the scope of work, the
ambiguities in the design of our mission, the vague RFP, the failure of operational adjustments to
record themselves as formal contract amendments, and so on, Cotecna did its job well and fully
in accordance with its mandate, in a very difficult local and delicate political environment.

1126088v2
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Appendix A

Qil For Food Lotus Notes Database Appendix

In late 1998, Cotecna submitted a successful bid in response fo the RFP
issued by the UN for provision of inspection services under the OFFP.
Cotfecna did so on the basis that their own IT and communications
solutions would be implemented. In hindsight these would have been
efficient in terms of data exchange and processing time as well as
significantly more cost effective. The cost of implementing and operating
these proposed solutions was included in the fixed man day price quoted
of $499.

However, during contract negotiations it became apparent that the UN
insisted on the use of an existing Lotus Notes Database [“LN") system. i
became clear that LN would have communications cost implications
when used fto monitor such a program and especially so in the lragi
environment. As such, the UN agreed to an increase of the fixed man
day price.

Once on the ground Cotecna became aware that the insistence of using
LN not only resulted in communication cost increases but also led to
processing difficulties. The three main difficulties can be summarized as
follows:

1} Replication Delays and Failures

Replication in LN is the process whereby iemote servers are
synchronized with information and data from a master server {in this
case the master server was located at UN offices in New York). The LN
process of replication involves the following:

+ Comparing all the information or data between two different
computers

« Defining the differences between the two computers

¢ Synchronizing the information on both computers

Due to the volume of data being replicated and the poor
communications environment in rag, this often took a significant
amount of time {sometimes days) to complete. It was also common for
the replication process 1o fail which resulted in starting the process of
replication again from scratch.  Using a more suitable database
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platform would have allowed for a more efficient “replication” process
to occur in that either newly infroduced data or recently edited
information would be the only information included in the
synchronization process. This would have improved the stability of
replication as well as reduced time and communication costs.

2} Data Gaps and/or Anomalies

A direct result of replication failure was data gaps and anomalies
between whatl was available at the UN master server and the local
servers in Irag. Further, there were gaps and anomdalies, often
significant, within the UN contract details themselves. Specifically,
there were differences between the coéntract summaries and the
individual items that these contracts consisted of,

The data gaps and anomalies between the UN master server and the
locdl servers in Iraq can be primarily attributed fo the following:

s Replicatfion failures mentioned above

s UN failure to enter relevant information {for the purpose of
minimizing the amount of data to be synchronized in the
replication process and thereby expediting the replication
process)

s Site specific data replication, whereby a contract delivery
showed up for inspection at a border other than what was

planned. Each border did not have «access to
information/contracts that were scheduled to arrive at other
borders.

in order to resolve the data gaps and anomalies there was an
extensive amount of comespondence involved with the UN as well as
ultimately additional aftempts 1o update local computers via
replication attempts.

3} Authenfication Data not Linked to Contract Information

This is perhaps the most significant issue relating to the LN system
design. Payment for contracts was based on authentication sheets
that were generated from the LN system. The LN system does not link
the generated authentication sheets to the stored electronic contract
information, That is, there is no relevant information to track
authentication sheets such as date of authentication, date the
authentication sheet was emailed/faxed or if an authentication sheet
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was generated at all. As aresult, all that can be generated is at best a
highly manual and time consuming audit trail or at worst a non-existent
audit trail. Below, is a diagram describing the infrasiructure of the LN

system:

{ r Deatabase Information
UN entered information CommNo.
CommNo. Line tem Ref
Contract Description \. Snipment Id
Vaue Contract Description

- Vdue
Ling item Interface PFroduct Description
UN_.entered informetion Quantity
Line ltem Ref. Quantity Inspected
User < CommNo. Date xn:pe;:jd
Sreens) | Product Deription
Quentity ? 0“
i | jon | ‘Q

Cotecra entered information o N
Shipment Id
Line Item Ref. & | CommNo
Quantity inspected Quantity

\ Date Inspected Quantity inspected

Some of the shortcomings of this design are: g;;ﬁuémmed
e Related information must be viewed through multiple

screens/interfaces. People performing work manually not  using
computer fo facilitate workload.

No link between final authentication and work leading up to an
authentication (no complete audit irail)

Inefficient storage of information making computer searches
time consuming

QC reports and summary reports not possible without some sort
of manual interaction

We provide as an end notel an example what steps are needed to be
undertaken to complete an audit irail of authenticated goods. You
will note that this is almost entirely manual and that it could take hours
if not days to recreate a trail for a single comm. Number.

We feel that the primary reasons for problems encountered as a result of
the implemented UN T system can be summarized as follows:

1} The UN insisted on using an inappropriate software package, LN, fo
implement a "Data and Information Management” system. The
stated primary purpose of LN is for emailing, messaging, calendar
scheduling and document management. As such:
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a. LN is an unstructured platform and not a relational database
system which would have been the appropriate platform {o
have putin place.

b. There are size consiraints as regards data volumes that can
be handled

Furthermore, it is our understanding that IBM which owns LN, markets
another of their products called DB2 for this fype system.

2} The database design ifself had some fundamental issues that
needed {o be met by either manual intervention or by developing
separate tools — most significantly

a. All_essentidlly associated aroups of information were not

linked.

b. There were no controls to identify anomadlies such as UN
entered contract summary vs. UN entered individualized line
items
No Quality Control checks/reports
. Obtdining line item reports is cumbersome and tedious
e. The process of faxing and emdaifing signed authentication

sheets was manual, time consuming and meant that the
authentication details were not recorded within LN.

Qo

Conclusion

We are of the opinion that the UN chose an IT plaiform that was
fundamentally unsuited to the task ai hand. The problems of using an
inappropriote system, were then compounded the difficulties by
implementing a poorly designed database structure.

This led to data gaps which compromised the integrity of the database
{data gaps, manual/incomplete audit frail, reduced quality control and
oversight).

No complete list of cuthentication sheets or a summary of all
authenticated shipmenis can one be generated from the Lotus Notes
database. The shortcomings of the system implemented by the UN were
also identified by the UN agencies in Iraq. The Lotus Notes system did not
provide an automated report or method that would allow the agencies
to summarize shipments that had been inspected on a daily basis. They
therefore commissioned Cotecna 1o provide this information. Cotecna
could only do so by creating there own sofiware solution that could
summarize the information ioken from the Lotus Notes database



103

(information which of course had io be gathered manually and re-
entered into the new system).

There is no reason that a system could not have been developed using a
more suitable relational database platform {e.g. DB2, SQL Server or
Oracle} to meet the challenges of this program.

1126089v2

i Audit frail for one specific contract (CommNo.) - necessary steps:

1)

2)
3)

4)

6)

7)

8)

9)

Use Lotus Notes interface to search for specified CommNo. This
is an ascending list of all CommNos. To find a specific
CommNo, a user is required to scroll through to the specified
number. The CommNo.s range from 1 to 1,320,016, making the
process a slow and tedious one.

Once the specific CommNo is found, details of the contract can
be viewed by selectling its number.

Further details can be displayed about a contract by expanding
a section of line items. Itis a list in no particular order of specific
product details within a contract’s shipment.

Each line item’'s details can be viewed by selecting it from the
list. From this view there is still no information about whether the
item has been authenticated or not.

Further details can be displayed about ¢ line item by expanding
a section of shipment inspection details. Each shipment
inspection entry must be reviewed to determine how much of
line item has been inspected / authenticated.

Each shipment inspection eniry details can be viewed by
selecting it from the list.

Once an authentication or inspection date is oblained about an
individual line item, a manual review of either email records or
faxed documents is required to locate electronic images of
signed authenticatlion sheets.

The specific border where the authentication occurred must be
determined. This is not always capiured by the dalabase as it
was not a required field of entry.

The email log for the specific border is accessed. In cases where
the specific border is not captured, a review of all logs for all
borders is required.

10}Sort the log by date
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11)Scroll o a date close to the authentication date. Scrolling to the
specific dale of authentication is not always appropriate s
authentication sheets may not have been sent on the actual
day of authentication because:
a. Replication problems with the UN master server
b. Data entry delays as a result of local LN database not
being up to date with information from UN master server
c. Data entry delays as a result of poor database
performance in speed limitations
In some instances, an email will not exist. This could be due
to:
1. Early stages of project faxing was the UN's desighated
protocol for sending authentication sheets
2. Due to replication problems somelimes faxing was used
instead of emailing
12)identify all emails with allachments on and after the
authentication date
13)0Open each individual attachment and search for specified
CommNo.
14)Review the description for the specified CommNo. To determine
if it is the specific line item.
15)Ensure the quantity tallies up 1o the expected quantity detailed
in line items of the contract. If the totals do not tally, then repeat
the email review process starting at step 5.

Repeat Steps 4 through 15 for each individual line item within a specific

CommNo.

Audit frail for one specific contract using a more appropriately
designed system

1} User types in the CommNo. on an gudit screen

2} User clicks a button to generate areport that shows:

. The CommNo.

. The related line items

The related shipment inspection forms

. A summary of the authentication sheet {an image of the
actual authentication sheet could also be produced)

oooTo
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Appendix B

RESPONSES TO
2003 O10S AUDIT REPORT ON COTECNA

The 2003 internal audit report discusses 25 recommendations. Below, we have briefly
summarized and addressed each recommendation.

Recommendation 1. Suggesting that procedures were not in place to verify Cotecna’s
attendance records, the audit report recommends that OIP independently verify them.

Response. The United Nations could already verify attendance records by comparing
monthly invoices with UNOCH]I visa entry records or by examining records in the Amman
office. Whether the United Nations in fact did so Cotecna does not know. However, we know
that UN-OIP-NYC directly and regularly checked, at random, the number of Cotecna inspectors
on each site. Regular visits by OIP to all Cotecna sites typically occurred every six months and
lasted two weeks.

Recommendation 2. Stating that staff strengths were lower than the contract stipulated,
the audit report recommends that OIP and the Procurement Division amend the contract to
include a penalty clause for understaffing.

Response. Early in the contract period, OIP agreed to certain understaffing, so long as
Cotecna’s invoices accurately reflected this fact, authentications did not suffer, and the
understaffing was only temporary. The United Nations agreed to this temporary arrangement
because of various factors including: the probationary status of inspectors hired from Lioyd’s,
delays in the granting of visas, illnesses, etc. Authentications did not suffer and Cotecna’s
invoices accordingly reflected any shortages. Staffing soon reached and even surpassed contract
requirements at no additional cost to the United Nations.

Recommendation 3. Observing that the United Nations failed to realize a two percent
discount on the contract price because Cotecna did not receive payment on its invoices within 15
days, the audit recommends that OIP management create internal controls to ensure timely
payment.

Response. This recommendation does not raise any “concern over Cotecna’s
performance” and, in fact, the two percent discount was regularly applied later on,

Recommendation 4. Noting that UNOHCI provided Cotecna with a free-of-charge office
in the Canal Hotel, Baghdad, and did not charge Cotecna for medical services, the audit report
recommends that OIP quantify the value of these items and bill Cotecna accordingly.

Response. The United Nations did not charge Cotecna for its use of the office at the
Canal Hotel because the Government of Iraq, in turn, had not charged the United Nations.
Meanwhile, the bombing of the Canal Hotel and subsequent withdrawal of UNOHCI from Iraq
prevented the United Nations from seeking reimbursement for medical costs. Given Cotecna’s
readiness to reimburse the United Nations for any proven costs, the fact that the United Nations
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never sought such reimbursement, again, does not raise any “concern over Cotecna’s
performance.” However, UNOHCI regularly charged Cotecna for monthly telecommmunication
costs from the Canal Hotel, and Cotecna did in fact reimburse the UN.

Recommendations 5-10. Six of the audit report’s recommendations arise from its
conclusions that the OIP inadequately monitored Cotecna’s performance, and that Cotecna
inadequately performed, with regard to “Inter-Agency Humanitarian Programme supplies {13 per
cent account goods] in Northern Iraq.” The audit also proposes recovery of moneys from
Cotecna for not providing the convoy control and passport collection services for the 13 per cent
account goods arriving through Ibrahim Khalil, Zakho as well as whether UNOHCI should
continue to provide convoy control services at Zakho at all. Finally, the audit recommends
providing induction training for all new inspection agents.

Response. When Cotecna first inherited the contract from Lloyd’s in 1999, Cotecna
found, as the OIOS audit report itself puts it, a “Lack of clarity in the Contract concerning the
specific obligations of the Contractor in relation to the 13 per cent account goods” (p. 8). Indeed,
authentication of 13 percent goods, uniike that for goods approved under the 59 percent account,
was not a prerequisite for payment to the supplier. OIP in the end broadened and clarified
Cotecna’s authentication responsibility to include 13 per cent goods. OIP did so not to control
entry of such goods into Kurdish territory or to control payments to suppliers but to gather
information and obtain reliable statistics. It is essential to understand that Cotecna due to its
nature as a private sector UN contractor performed a limited “authentication” function. As such
it had no enforcement duties or capabilities. Cotecna’s mandate did not authorize it to stop
trucks or vessels but only to “authenticate” goods voluntarily presented. Cotecna therefore relied
on suppliers to present goods and information. Discrepancies that the audit report tabulates
between Cotecna and UN figures arose because some UN agencies and contractors who
delivered 13 percent goods did not present their goods to Cotecna. Cotecna had no ability to
force the UN agencies to comply with the requirement to present goods for “authentication” but
rather relied on the cooperation of the UN agencies. To solve such problems and facilitate the
matching of statistics, UNOHCI organized monthly meetings in Baghdad with Cotecna and all
UN agencies. Cotecna did not request, and OIP did not pay, additional compensation for the
extra work necessitated by Cotecna’s obligation to inspect 13 per cent goods.

As to the recovery of costs for convoy control and passport collection services for the 13
per cent account goods arriving , OIP, Cotecna and UNOHCI eventually agreed that UNOHCI
could best provide the convoy of 13 per cent goods.

Dramatic changes in the program following the implementation of Resolutions 1472 and
1483 afier the war prevented the United Nations and Cotecna from implementing the kind of
induction package for new inspectors that the audit report recommends. Even so, Cotecna did at
that time distribute the OIP’s guidelines concerning revised procedures to all staff and developed
Standard Operating Procedures (“SOPs™) for the first time as Lloyd’s had none. Cotecna’s SOPs
were approved by OIP before implementation. Additionally, new inspectors were given
extensive on-the-job training and were closely supervised, never working alone during the
training period.
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Recommendations 11 and 12. Stating that the OIP inadequately monitored Cotecna’s
performance, and that Cotecna inadequately performed, with regard to the contract’s “24-hour
duty requirement” at Zakho and Trebil, the audit report recommends either ensuring 24-hour
coverage at those sites or seeking to recover fees for reduced hours.

Response. At all sites, Cotecna’s inspectors were available 24 hours a day, 7 days a
week. With OIP approval, shifts in Zakho and Trebil corresponded to border opening and
closing times when Iragi officials were available to clear goods. Even when these borders were
not open, however, the authentication work of Cotecna’s inspectors continued—including data
processing, archiving, faxing and otherwise communicating with OIP until at least midnight in
Iraq to accommodate the time difference with New York.

Recommendations 13 and 14. Stating that the program lacked equipment adequate to
ensure “independent” authentications, the audit report recommends making Cotecna obtain such
equipment and making the United Nations in future statements of work specify required
equipment more expressly.

Response. Both recommendations appear to misinterpret Cotecna’s role under the
contract and the equipment required to do so. The OIOS also confuses authentication and
commercial inspection. Cotecna had all the necessary equipment to take samples of foodstuffs
and to inspect other shipments. An example of the audit report’s confusion is its claim that
Cotecna was responsible for “the unloading and reloading of containers” (p. 11). Cotecna’s
contract does not state this as being Cotecna’s duty in its capacity as independent inspection
(authentication) agent.

Recommendations 15 and 16. Noting that the UN’s RFP had not disclosed the
Government of Iraq’s providing certain facilities free of charge (with such disclosure possibly
reducing contract bids), the audit report recommends negotiating a contract reduction with
Cotecna and providing such free-facility information in future RFPs.

Response. It is worth noting that the RFP did not provide specifications relating to the
precise infrastructure available to the bidder. Further, when Cotecna took over from Lloyd’s, the
sites and cabins were not in good living condition. Cotecna therefore purchased equipment and
materials from Lloyd’s, invested in new cabins and continued to make capital improvements in
the facilities throughout the duration of its contracts. Basic research by those who submitted
proposals responding to the UN’s 1998 RFP revealed that Iraq provided offices to Lloyd’s free
of charge. At the same time, OIP could not ensure that Iraq would continue to provide the
offices for free. These circumstances diminish the audit report’s assertion that the sites were
“free” and the implication that Cotecna received a windfall.

Recommendation 17. For efficiency’s sake, the audit report recommends moving
Cotecna’s Contract Manager from Amman to Baghdad, where he could share an office with the
Liaison Officer and communicate more directly with the UNOHCL

Response. As the audit report itself acknowledges, the contract does not require a
Contract Manager, a position that Cotecna initiated on its own, absorbing the associated
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additional costs. Also, the Contract Manager’s attendance at monthly UNOHCI meetings in
Baghdad satisfied the audit report’s concerns. Furthermore, moving the Contract Manager to
Baghdad was not acceptable to UN-OIP for security and confidentiality reasons.

Recommendations 18 and 19. Recognizing that increased flexibility would improve the
contract’s efficiency, the audit report recommends drafting new contract provisions that would
enable staffing and remuneration to correlate more closely with the varying volumes of cargo
presented for authentication at each site.

Response. Indeed, Cotecna itself sought more flexibility in transferring inspectors
between the sites because not all sites were equally busy all the time. When Cotecna first
inherited the program from Lloyd’s, Cotecna sought to avoid such overstaffing and
understaffing. For whatever reason, OIP did not give Cotecna the flexibility to move inspectors
around. Moreover, the political situation in Iraq did not make movement between sites an easy
matter, and it would take some three days to commute between the sites.

More generally, Cotecna would have appreciated written variations to the contract as it
changed and written definitions of new and/or amended concepts to provide clarity to the scope
of work—e.g., definitions of “Fit for Human Consumption” and “Authentication.” Cotecna’s
requests for such, however, were not welcome.

Recommendation 20. Alleging that Cotecna’s hiring of inspectors through Romcontrol (a
Romanian provider of personnel) and its request that Iraq put Cotecna on its accreditation list
constituted “unprofessional conduct” violating the contract’s prohibitions against subcontracting
and potential conflicts of interest, the audit report recommends a formal reprimand.

Response. Cotecna sought and obtained OIP’s prior written approval and clearance for
every individual inspector that it hired through Romcontrol and went on to employ directly. In
this sense, “subcontracting” describes only the channel through which these inspectors were
paid, not the manner of their appointment nor their employment. In fact, even Cotecna’s
proposal responding to the 1998 RFP includes the CVs of one Romcontrol chemist and seven
Romcontrol inspectors.

As to the potential conflict of interest in simultaneously serving as independent
inspection agents and possibly offering commercial inspection services, admittedly, the request
that Iraq put Cotecna on its accreditation list was an error, arising from a misunderstanding by
Cotecna’s commercial division about the company’s OFFP contract. Cotecna’s Senior Vice
President steadfastly reminded employees about the prohibition. The error in this case was
immediately rectified, and the person involved was dismissed.

Recommendations 21-23. Expressing dissatisfaction that the United Nations and Cotecna
amended their contract before Cotecna began to perform, the audit report recommends that the
United Nations ensure that future contract provisions allowing amendment not contradict
contract provisions making stated prices all-inclusive, that the United Nations craft future RFPs
such that they more accurately identified all requirements in advance, and that it recover from
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Cotecna a $95,000 payment for certain equipment’s residual value, pursuant to the first contract
amendment.

Response. With regard to Recommendation 23, and pursuant to Amendment 1, Cotecna
reimbursed $95,000 to the United Nations in May 2003, thereby enabling Cotecna to retain
ownership of the relevant equipment at the end of the program. Meanwhile, as with so many
other items that the audit report identifies, Recommendations 21 and 22 raise no “concern over
Cotecna’s performance.” Rather, they instruct the United Nations to draft its contracts and RFPs
differently. The context for these recommendations is as follows. The 1998 UN RFP was nota
detailed document and, for example, did not impose on bidders any information technology
replication scheme or specific telecommunications obligations. Cotecna therefore based its
original 1998 bid ($499 per inspector per day) on Cotecna’s own proposed IT systems and
telecommunication facilities. In December 1998, however, the United Nations revealed, for the
first time, a specific requirement for the contractor to use Lotus Notes instead of existing
communications systems. Because Lotus Notes would involve large, previously unforeseen
capital expenditures and telecommunication costs associated with the replication of the Lotus
Notes system—never mentioned in the 1998 Request for Proposals—, Cotecna and the UN’s
Procurement Department on 24 Dec. 1998 agreed that the UN would have to pay Cotecna
additional compensation to address the Lotus Notes issue. This agreement became Amendment
1, which Cotecna signed on 29 Mar. 1999, and the UN Procurement Division on 21 Apr. 1999.

Cotecna would have welcomed a more detailed RFP. The program had been in operation
for two years with Lloyd’s as the contractor, so it is especially surprising in retrospect that the
UN did not provide a more detailed and comprehensive specification as regards its information
technology and communications requirements, physical infrastructure (existing and required) as
well as SOPs.

Recommendations 24-25. Two recommendations call “inappropriate” a “price increase
[from $499 to $600 per inspector per day, effective 1 February 2000] on account of
accommodation, communications and fee for retention of agents.”

Response. Cotecna documented its costs for the rehabilitation of camps, inflation,
telecommunications, employment of inspectors with special qualifications (such as electrical
engineering), etc. As stated in the report itself, OIP was therefore satisfied that Cotecna’s costs
had actually increased. The audit report objected not to the payment but to the merging of such
increased costs with the per-man-day fee structure. This merging of expenses risked
overpayment if the $600 fee per inspector day continued longer than necessary to reimburse
Cotecna’s investment. Cotecna’s per man day fee dropped back down from $600 to $520 in
2001, however, eliminating the problem that the audit report anticipated. In any case, the United
Nations, not Cotecna, bears responsibility for the choice to merge the increased costs with the
per-man-day fee structure. In this context, it should be noted that the complexity of the program
and the volume and value of goods authenticated between 1999 and 2002 increased dramatically,
necessitating also an increase in the number of inspectors from 54 in February 1999 to 67 in
November 2002.

1INMI2ve
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Introduction:

Mr. Chairman and Members of the Subcommittee:

At your request, | am here to testify about my experiences as an Inspector
with Cotecna Inspection, S.A., the independent inspection and authentication
contractor for the Oil for Food Program.

Before | begin my testimony, | want to thank you and this Subcommittee 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 | hope my testimony assists with your endeavors.

I would like to iterate that | am not here to denigrate my fellow Inspectors
employed by Cotecna Inspections S.A. but to provide an insight into what
occurred on the ground in lraq at the sites that | spent time at, namely Ar'Ar,
Al-Waleed, Um Qasir and Zakho.

Personal Details, Qualifications and Operational Customs Experience:

Personal Details and Qualifications:

My name is Arthur William Ventham, | am 54 years of age and | reside in the
State of Western Australia.

| hold the following qualifications:

v' Master of Business Administration;
v' Graduate Certificate in Public Sector Management {Customs); and
¥v" Queens Commission — Department of Defence (Army).

Operational Customs Experience:

My experience in relation to Customs and investigations stems from the
following employment:

221 Australian Customs Service — 1977 to 1994

Senior positions held with the Service included:

Training Officer — Customs Commercial Systems & Investigations
Senior Operations Officer — Investigations and Compliance

Duty Manager ~ Compliance and Passenger Processing

Senior Investigator — Inland Revenue

ANANANIN

2.2.2 ArMar Holdings International — 1994 to 1998

ArMar Holdings International was a boutique-consulting agency, specifically
established to provide clients with Tariff and Trade (Customs) advice,
business planning, marketing and capital raising. The position held with this
organization was:
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v' Managing Director — Business Development / Tariff and Trade

In this position |

2.23

Assisted project proponents to identify Australian manufacturers
capable of producing plant and equipment applicable to the
project;

Liaised with international suppliers of components and Australian
Customs Service to apply for Tariff Concessions for goods not
available in Australia; and

Prepared Customs Documentation to ensure that importers met
the strict guidelines applied to major projects by the Australian
Government in relation to focal content.

Power Management Australasia — 1994 to 1998

in conjunction with ArMar Holdings International { was contracted to Power
Management Australasia (PMA), part of the Power Management Group
(PMG). PMG was a specialized accounting (CPA) and business-consulting
agency that facilitated major projects both on-shore and offshore Australia.

The position held with PMA was:

v Chief Executive Officer — Business Development

In this position | was responsible for:

Facilitating the Government approvals process for importing
specialist components to be used in major projects;

Liaising with overseas clients for the supply of Australian
manufactured components for export;

Preparation of marketing and business plans for national and
international organizations wishing to construct resort or resource
projects; and

Liaising with foreign Governments to ensure that local content
remained a high priority for projects established in Australia and
overseas.

Ar’Ar — First Site:

Dates:

3.1.1

Ar’Ar

| arrived in fraq on 21 December 2002 and was sent to the newly completed
Ar'Ar site, near the Saudi Arabian border, arriving on the 22 December 2002.
| remained at the site, except for a 5 day period that | spent in Al Waleed,
until 31 January 2003.
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3.2 Activities:

3.241 Training

During my time at Ar'Ar there was no training provided by either the Team
Leader or Cotecna S.A. Management. It was made quite clear, in our
contract, that as an Inspector we were deemed to be “Experts in Mission” (if
asked by UN) and were familiar with the procedures required by the UN.

| did ask the Team Leader for a copy of the “Standard Operating Procedures”
for the site and was given a number of documents to read that related to
another site. | was informed that once trucks started to arrive that we, as a
team, would prepare the site operational procedures based on similar
procedures that occurred at other land based sites.

3.2.2 Staffing

On arrival at Ar'Ar the staff comprised:
Cotecna Staff:

Craig Airey — Team Leader (RSA);

Romilo Obra — Deputy Team Leader (Philippines};
Chris Bourne — Inspector (NZ);

Vlado Males — Inspector (RSA);

Lars Olssen — Inspector (Sweden); and

Arthur Ventham — Inspector (Australia).

Local Staff:

Camp Manager
Waiters x 2
Cooks x 3
Cleaning Staffx 3
Drivers x 3

The majority of the time was spent either on the internet, watching DVD's (TV
coverage comprised three Indian channels), reading in your room, working
out in the gymnasium or in the bar.

3.23 986 Consignments

During my entire time at Ar'Ar | did not see or inspect any vehicles that were
carrying goods under UN SCR 986 sanction.

Mid January (12" or 13" January), three trucks pulled up at the compound
and presented manifests for goods that were not 986 goods. | was told that
the manifest was for 1066 goods and the trucks were turned around and sent
to the Irag Customs Office. 1| watched the vehicles drive to the Customs
Office and shortly thereafter depart Ar'Ar, heading north towards Baghdad.




114

Submission Page 5 of 17 US Senate Sub Committee on Investigations

3.3

When | asked why we did not inspect the goods | was informed by one of the
team that we were only to inspect 986 goods, anything else was of no
concern to us. Apart from these three trucks, there were no other shipments
that { was aware of that arrived in Iraq via the Ar'Ar site.

At this point | began to question the worth of the UN Contract with Cotecna
as it did not seem, to me anyway, that the ad-hoc inspections (986 goods
only) was not going to stop the illegal importations into Iraq, especially if
there was collusion between sympathetic countries.

Understanding of Oil For Food Program:

Prior to being accepted as an Inspector by Cotecna S.A. my understanding of
the Oil For Food Program was somewhat limited to what | had read in the
newspapers, heard and saw in the electronic media and the research that |
carried out prior to applying for the position.

As | understood ii:

v The United Nations, through Security Council Resolution 986 had
placed an embargo on the sale of oil by Irag to other countries;

v' lrag was only able to sell oil and buy goods that were approved by the
UN (Office of Iraq Program), namely food, medicines, educational and
humanitarian supplies;

v" The OIP had established a procedure for the importation of those items
approved under the sanctions and had appointed an independent
inspection agency (Cotecna Inspections S.A.) to authenticate and
approve for payment invoices provided that they complied with the strict
guidelines imposed on the purchasers by the UN;

v" Inspections would be carried out at selected sites within iraq, namely:
Zakho, Al-Waleed, Traybeel and Um Qasir; and

v There were systems, procedures and protocols in place to ensure that
the requirements of UN SCR 986 were adhered to.

| was also of the opinion that all goods entering Iraq were subject to the same
strict inspection service to ensure that no unlawful or inappropriate goods,
such as military, chemicals or other potential dangerous goods were brought
into the country illegally. From the procedures and processes that |
witnessed as an Inspector this did not appear to be the case as we were only
interested in those goods that complied with UN SCR 986 sanctions.

Al-Waleed Site:

Dates:

It was in January 2003 that, due to the boredom and lack of work at Ar'Ar,
that | asked to go too Al-Waleed for a short while to learn how inspections
were conducted so that | could start to write up the “Standard Operating
Procedures” for the Ar'Ar site when | returned.

| am not sure of the exact dates that | spent at Al Waleed but | am fairly sure
that it was between 15" to 21 January 2003.

e
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4.2

43

4.4

Shifts:

During my time at Al-Waleed | completed seven (7) shifts covering 8:00 am
to 2:30 am. The office was closed between the hours of 2:30 am and 8:00
am.

Operations:

The operations carried out during the shift were as follows:

i. Drivers would present themselves at the window and hand over their
documentation, including cargo manifest, shipping invoices, packing
lists and any other documents that they may have had in relation to that
particular consignment.

ii. Inspectors would look at the documentation to ensure that it had been
stamped by the Iraq Customs. If this had not occurred the driver was
sent back to the Customs Office.

ii. If packing lists or invoices were not present, drivers were sent away
until such time as the documents arrived, this may have taken anything
up to seven (7) days.

iv.  If the documentation presented was complete, the Inspector highlighted
specific details on the manifest (Driver's name, Vehicle Registration,
Weights, Quantities etc:), stamped three (3) copies of the manifest and
handed the documents back to the driver who then proceeded to their
destination.

v. Once the documentation had been processed it was written on to a
collation sheet (for each Comm:) and placed on a clip board for the data
shift to enter and authenticate the next day.

vi. Inspections were only carried out when directed by the Team Leader or
Deputy Team Leader or when samples were required to be taken for
analysis. | was told by a colleague that the OIP dictated which
consignments were to be inspected and this was written on the collation
sheet for that particular Comm:.

vii. Goods for human consumption were identified on the collation sheet
and samples taken, labeled and placed in the sample room for
forwarding to the laboratory for analysis.

Inspections:

During my time at Al-Waleed | processed approximately 200 trucks with
varying consignments and was only required to visually inspect one Comm:,
namely a consignment of three (3) new trucks described on the manifest as
Fire Fighting Trucks.

The information that | was required to verify was:
v Chassis Number;

v Engine Number; and

v List of Spare Parts.

| was somewhat surprised at the level and frequency of inspections being
carried out as it did not seem appropriate to what | thought was expected of
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an independent inspection agency, particularly when dealing with a regime
such as the Ba'ath Party in Irag.

While most Customs Services operate under a “Risk Assessment Strategy”,
it appears that this was not the case in Irag. Given the reasons for imposing
the sanctions in the first place, | would have thought that the UN would have
required a higher level of inspections than what was currently being provided
by Cotecna, however, | was not privy to the actual requirements of the
contract between the parties and the comments made are from my own
observations and expectations of what an independent inspection service
should provide.

Several times | asked colleagues why things were done in such a way and
was told that it was because it had always been done that way and we were
not there to think of ways of doing the job better, we were there to only
process documentation and inspect goods as directed.

During my time at Al-Waleed the number of trucks within the compeund
ranged somewhere betweern 500 to 700 per day and only those trucks that
had goods subject to UN SCR 986 were processed, the remainder were not
inspected nor was their cargo verified to ensure that it was as listed on the
manifest.

After completing my time at Al-Waleed | returned to ArAr around the 22™
January 2003.

Um Qasir:

Dates:

On or about 27" January 2003 | was informed by the Team Leader at ArAr
that Lars Olssen and | were being transferred to Um Qasir with effect 31%
January 2003. | was told that this was because there were no trucks being
processed at the site and that it was felt by management that staff should be
rotated through the site, thereby giving everyone an opportunity to stay in
ArAr.

Arrival at Um Qasir:

On arrival at Um Qasir, we were joined by two Hungarian Inspectors: Laszlo
Kymetyo and Karoly Takacs who had also just joined the mission. We were
then interviewed by the Team Leader who put us into teams to commence
work.

There were four teams operating at Um Qasir, these were:

v New Port Team (2 shifts: 0800 — 1400 and 1400 - 2000);

v' Old Port Team (2 shifts: 0800 — 1400 and 1400 - 2000),

v" Data Team (1 shift — officers were allowed to work either am or pm
depending on their own preference); and

v' Administration Team.
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5.3

54

Port Operations:

| was placed in the “New Port Team” under the supervision of a French
Inspector by the name of Richard Gay. During the shift at the "New Port” we
were required to carry out the following duties;

v ldentifying each "OFF” shipment in accordance with the information
provided to us by the Administration Team;

v |dentifying where the container cargo was located on the ship using the
loading manifest supplied by the Captain;

v Selecting containers to examine based on Cotecna guidelines (10% of
all Comms: had to be inspected; i.e. 1 ~ 10 containers meant that we
opened up one container, 11 — 20 containers meant that we opened up
two containers and so on).

v Drawing samples of product (for analysis to ensure that they were fit for
human consumption — baby formula, chickpeas, rice, tea, wheat and so
forth);

v" Visiting bulk cargo discharge facilities (vegetable ghee etc) o collect
weighbridge dockets of tankers loaded to compare against the vessels
Daily Discharge Manifest;

¥v" Collecting bulk liquid load sheets from the bulk liquids discharge berth
to hand over to the data shift; and

v Preparing Discharge Summaries for the Data Team on return to the
office.

Once the Discharge Summaries had been collated and handed to the Data
Team, they would then enter them into the database prior to Authentication
taking place.

Whilst | was not a member of the Data Team or privy to the authentication
process, | was interested in the process and often assisted after my shift. It
appeared that authentication did not take place until after the goods left the
wharf.

During my time at the port; | can recall on two occasions when we were
unable to locate consignments that had been discharged by the Iraq Port
Team between shifts. These missing discharges were reported to the Team
Leader who passed on the information to Cotecna Management.

| am unaware of what procedure took place to verify or authenticate these
shipments as | was told not to interfere with the way that the Team Leader
operated.

Possible Smuggling Operations:

It was at Um Qasir that | noticed that there were a lot of ship movements up
and down the straits between Um Qasir and Warbay Island, particularly at
night. The type of vessels that were moving freely included:

v Small Coastal Tankers (up to approximately 5000 tonnes),
v" Dhows (large and small);
v Inter City Ferries (Dubai — Kuwait — Um Qasir);
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v Landing Barges; and
v' Other Commercial Vessels.

I mentioned this to a number of other Inspectors saying that there was plenty
of scope for smuggling and what were the UN doing about it. | was
extremely surprised at the response given to me by my colleagues, namely:

v' That it was common knowledge that “smuggling” was going on at Um
Qasir;

v That oil was being sold on the “black market” to augment the regime in
lraq;

v The UN supposedly knew of this but had decided not to do anything (no
proof of this was known); and

¥ That Cotecna Inspections did not have any authority to inspect any
vessels other than those that were reported to us by OIP.

This strategy, or more precisely a lack of strategy, was not in accordance
with an effective Customs or “Risk Assessment” inspection regime because it
did nothing to prevent the illegal movement of cargo into or out of lIrag. This
in effect defeated the purpose of imposing sanctions against Iraq and made a
mockery of SCR 986.

I must point out that | did not witness any smuggling nor did | know of anyone
within Cotecna that was involved with or associated in these activities; it is
only supposition on my part based on what | saw at the Port.

Staff Attitudes:

During my time at Um Qasir it became apparent that there was a certain
amount of animosity and angst between the Team Leader and some of the
Inspectors and | perceived that this was based on patriotism more than
anything else. | queried this with a few Inspectors and was told that since the
Team Leadership had changed, the team had gone “downhill” very rapidly
and there was no effective leadership provided by the Team Leader or the
company as a whole.

Examples of this (as given to me or witnessed by me) included:

v Placing inspectors from African countries into the Data Team, because
they did not like working in the heat on the wharves.

v" Placing Inspectors from the old Soviet “block” into the Administrative
Team and allowing them to come and go as they pleased.

v" The Team Leader and his fellow countrymen spending the majority of
the day in each other's rooms drinking vodka as opposed to managing
and leading the Team.

Evacuation:

Evacuation from Iraq:

On the 17" March 2003 the majority of the team was evacuated from Umm
Qasr to Al Waleed or Trebil and the next day were sent to Amman Jordan to
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6.3

7.2

await a decision by the United Nations as to what Cotecna was going to do
during the hostilities.

Amman Jordan:

From the 18" March to the 7" April we remained in Amman Jordan and very
little was done with respect to Inspections, although | believe that
negotiations were ongoing between Cotecna and the OIP in relation to our
future commitment to the OFF Program.

Towards the end of March 2003 we were informed that teams would be
established and sent to a number of sites o re-establish the inspection and
verification of goods under the OFF Program. These sites were to be located
at:

Agaba - Jordan;
Latakia — Syria;
iskenderun — Turkey:
Dubai — UAE;

Kuwait City — Kuwait.

AN N NN

| was selected to go to Iskenderun Turkey by the Team Leader, Craig Airey.

Move to Iskenderun Turkey:

On 7" April 2003 along with 28 other Inspectors | left Amman Jordan and
flew out to Istanbul Turkey and finally to Iskenderun which is a port city on
the Mediterranean Sea in the South of Turkey.

For the next few days we were establishing an office in the town as well as
setting up procedures for operating within Turkey.

Operations in Turkey:

Establishment of Site:

During our stay in Iskenderun a satellite site was established at Mersin,
approximately 400 kms west of Iskenderun. This site was manned by four
Inspectors on a rotation basis with two inspectors being rotated every week.

There were a number of other locations that were visited by inspectors during
our time at Iskenderun but these were done from the main base on an “as
needed” basis.

Inspections:

There was some confusion relating to what was to be done and how it was to
be achieved as we were only allowed to inspect cargo that was notified to us
by the OIP. This was despite the fact that we received numerous requests
from shipping companies and other local suppliers of goods wishing to
deliver goods under UN Resolution 986.
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One of the issues that arose involved the clearance of wheat shipments from
a port approximately 180 kms to the west of Iskenderun. We were told by the
OIP that a person from the World Food Program (WFP) was also in the area
and that he would inspect the shipments and notify us if everything was OK.

We would not necessarily inspect the shipment, in fact | do not recall, other
than a one-off meeting with the WFP representative, of any actual
inspections carried out for wheat during my time at Iskenderun, instead we
were just told to authenticate the shipments on the word of either OIP or
WFP.

During our time at Iskenderun, it appeared that we were carrying out more
inspections {mainly at Mersin) than we had done previously at any other site
but this was still restricted to SCR 986 Goods.

It was at Iskenderun that we became inundated with agency goods, probably
because after the hostilities the UN started to import a large range of items,
usuaily those of a humanitarian nature. These goods were not necessarily
inspected, instead we were informed (by OIP | think) that these were to be
authenticated without inspection. At the time this seemed to be a reasonable
request and | did not think any more of it.

Staff Problems:

it was during my stay at Iskenderun that | was made Administrative Deputy
Team Leader with responsibility for all the administration, accounts and other
activities associated with the establishment at the satellite site. It was also at
this time that the Team Leader (Craig Airey) moved from the Mission to
Nigeria where he was setting up the Scanner Contract. He was replaced by
Romilo Obra as Team Leader and Ron Neufeld was appointed to the position
of Deputy Team Leader.

On one particular occasion | was asked to arrange for the packaging of
samples that had been collected from Mersin and delivered to iskenderun
during the changeover of staff. As was normal, | sent a mobile telephone text
message to all staff to attend the office to assist (nearly every staff member
had a mobile telephone). | also contacted the hotel to get those one or two
Inspectors that did not have a mobile and ask them to come to the office.

One of the Inspectors (Ali Moussa) objected to me asking him to come to the
office because he was not expected to work and he complained to the Team
Leader (Romilo Obra) that | had no right to ask him to work.

| spoke to Romilo and was informed that Ali, along with one or two other
Inspectors in the Mission was not there to work. They were friends or
relatives of potential clients and only in the Mission so that the company
could secure future contracts in Nigeria, Comoros and another African
country. When | said that this was unfair on everyone eise | was told that it
was general practice in Cotecna and that even Kofi Annan’s son was an
employee at one stage but wasn’t required to work (hearsay only).
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There were a number of other issues that were raised during our time at
Iskenderun involving the lack of motivation amongst some of the Inspectors
who would rather stay in their hotel room or on the boardwalk drinking beer
and talking to the locals.

it was at this stage that | spoke to Romilo Obra and said that | was unhappy
with the way things were going and that as managers / supervisors we
needed to do something quickly. As a resuit of our discussion, the Team was
split into groups with each group given responsibility for certain activities
(travel, hotel, sampling, etc). This had some effect on morale and attitudes
changed.

Towards the end of June, Cotecna Head Office sent out a request for all
Team Leaders to identify Inspectors that they wanted to retain as the OFF
Contract was due to be renewed at the end of the month and that some
Inspectors were not going to have their contracts renewed.

Romilo, Ron and | went through our team and identified a number of
Inspectors that we were not happy with. We also held a team meeting where
we informed everyone that contracts were up for renewal and gave
Inspectors an opportunity to say whether they wanted to remain with the
Mission or not and which site did they want to transfer to if their contracts
were renewed. A number of them did not want {o renew their contracts and
departed the Mission at the end of the period.

It was at this stage that the UN (OIP) had made a decision that some of the
team was required to move back to Zakho and reopen the site. As a result of
the weather, | volunteered to go to Zakho on return from leave and this was
accepted by Romilo and Ron.

Zakho:

Dates:

On my arrival in Zakho on 9™ July 2003 | was made the “Site Supervisor” and
there were six other Inspectors allocated to the site. We were required to
have two shifts operating at the border, namely:

v Shift A- 0800 to 1300; and
v Shift B — 1400 to 1900.

Due to the ongoing security risks | established a third shift, namely an Admin
Shift that would operate either am or pm. This meant that Inspectors were
required to operate as follows:

Shift A — two Inspectors (0800 — 1300);
Shift B — two Inspectors (1400 — 1900);
Admin - one Inspector (0800 — 1300 or 1400 — 1900); and
Site Supervisor — ADTL (0800 — 1900).

AL NN

This roster ensured that there was always someone in the office monitoring
the radio and carrying out the checking of Comms: that were inspected.
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8.2

8.3

Operations:

As a result of an incident that occurred with one of the Inspectors when he
incorrectly calculated the number of items listed on an Inspection Report, |
commenced an audit of open Comms: to determine if any other ones had
been incorrectly completed and it soon became apparent that there were a
large number of Comms: that were still open but in actual fact were complete
because the total number of items had been incorrectly listed.

A common example that | identified that had occurred on a number of
occasions was;

v Comm No: XXXXX had six generators complete, including (for
argument sake) back-up spares of six flywheels for each generator.

v Therefore, there would have to be thirty-six flywheels included in the
shipment.

v' The Inspection Report only indicated that there were six flywheels
because the Inspector did not understand math’s or was unable to
comprehend or read a manifest, shipping invoice and packaging slip.

This was not an uncommon incident and as | investigated further | discovered
more errors of a similar nature. The matter was brought to the attention of
Cotecna management but | believe nothing was done about it.

OIP Initiated Investigations:

Other work that was carried out during my time at Zakho was to conduct
investigations into the importation of goods during the hostilities for which
there was no record of having been received.

One of these investigations involved a supposed importation of power plant
equipment for a large power plant just outside of Baghdad. The total value of
the shipment in dispute was in excess of US$2.50 m. The supplier, a Turkish
company, had lodged an application for payment with the OIP without having
their documentation stamped by Cotecna,

Atfter being given access to the “documents” (photo copies) from the shipping
company, and conducting a number of investigations with both Turkish and
fragi Customs, | was not convinced that they were original documents
because:

v The stamps purported to be Turkish and Iragi Customs stamps were
blurred and unreadable;

v There was no transit stamps for the border crossing in the driver's
passport (copy only supplied);

v The name of the person supposedly receiving the goods was

" unreadable;

¥ The stamp for the receiving location was blurred and also unreadable;
and

v There was no record of the truck having crossed the border on either
the Turkish or Iragi Customs databases.
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8.4

| provided an initial report to Cotecna saying that | was not convinced that the
shipment had in fact entered Iraq and that payment should not proceed until
further evidence was supplied to the contrary.

The supplier of the goods and a representative from the shipping company
came to Zakho and spoke to me, pleading with me to sign off on the
shipment. | asked to speak to the driver of the vehicle but they were unable
to provide me with the details or whereabouts of the driver and at one stage
they did not even know his name. After meeting with them | became more
concerned in regard to the shipment and declined to sign off on the
authentication process.

| was eventually told to disregard my views and to sign off the investigations
but | refused to do so. | have since been told that this consignment was paid
by the UN after a representation by the supplier to their UN representative,
but | am unable to confirm this at this stage.

| was somewhat surprised at this as | had prepared a lengthy report on the
investigation that | had carried out and had provided evidence from both the
Turkish and Iraq (Kurdish) authorities that clearly demonstrated that the truck
identified on the manifest did not cross either border during the time that it
was reported to have been done so by the driver and supplier.

Smuggling Opportunities:

During my frequent trips to and from the border post | became increasingly
concerned with the large number of trucks that were crossing the border as
compared to the number of trucks being processed and/or inspected by my
staff.

It was not uncommon to see in excess of 200 to 300 trucks on the transport
compound at the border and only have one or two of them present manifests
showing that the consignments were 986 consignments. During a return trip
to Iskenderun from Zakho, | witnessed a line of trucks, three and four abreast
stretching from Habur (border) to Silopi (nearest Turkish town) a distance of
approximately 12 — 15 kilometres.

On return to Zakho | saw that this line of trucks had diminished somewhat as
had the number of vehicles on the Iraq side of the border. | asked the team
how many trucks they had inspected or processed and | was told that they
had only processed two trucks, comprising demountable school units.

| passed this information on to Romilo and Ron but was told not to worry
about it as those trucks that had not presented their manifests were probably
not carrying SCR 986 goods. | found that this was extraordinary given the
fact that the UN was still concerned with the importation of weapons of mass
destruction, chemicals and other items that could be used by insurgents,
however, | accepted what they said but was not 100% happy with this as |
believed that we, as the independent inspection service could have, or even
should have been more proactive in assessing what was coming into the
country.
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9.
9.1

9.2

10.
10.1

Transfer to Aqaba:

Lead up to Transfer:

During the latter part of September 2003 | was asked by the team to clarify a
number of aspects relating to safety, security and conditions under which the
team was operating under in lraq.

| approached Romilo and informed him of what the team was saying and
asked his direction as to what | should do. He informed me that | should
send a report to Joe Saliba, outlining their concerns and ask him to clarify the
issues, in particular the insurance coverage for working in Irag as well as an
allowance for working in a dangerous environment. A copy of the report was
sent to Romilo before | sent it to Joe Saliba and | changed it slightly at the
request of Romilo.

There were a number of Inspectors in Turkey who did not want to rotate
through Zakho as it meant that they would lose their $30.00 a day living
allowance as everything in Zakho was supplied by the camp management. it
was at this time that those Inspectors who were at Zakho contacted Romilo
and stated that they were quite prepared to remain at Zakho with me as they
felt that | was an effective leader and had their interests at heart.

Move to Aqaba:

Shortly after | had sent the report to Joe Saliba there was a Team Leader’s
meeting in Amman Jordan to which Romilo attended. It was whilst he was
there that he received information from Joe Saliba that | was to be removed
from Zakho and sent to Agaba, effectively a demotion. Romilo took the
opportunity of contacting me (even though he was forbidden to do so) to
inform me of that decision.

On his return to Turkey | discussed the issue with Romilo and Ron and some
other Inspectors, all of whom were amazed that Cotecna were doing it as
they had all stated that if | stayed in Zakho then they would also stay with me
as they felt that | was doing an excelient job as well as looking after their
safety and security.

At the end of September | was moved from Zakho to Agaba.
RESIGNATION & REASONS

Resignation:

| resigned from Cotecna Inspections SA in October 2003 whilst stationed at
Agaba, Jordan.

10.2 Reasons for Resignation:

There were a number of reasons for my resignation, among them were:

v | felt that Cotecna was badly managed, certainly at the upper level;
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v That Cotecna did not provide adequate training to Inspectors, instead
left them to find out for themselves how to do the job properly;

v" That they did not have a performance management or appraisal system
in place which | thought would have been essential if dealing with the
UN;

v The company was not performing an adequate function in accordance
with UN Resolution 986;

¥ Management were unwilling to listen to others, even if their knowledge
and customs experience were at a higher level;

v That the duties of the job were not consistent with best practice for
inspections under the OFF Program; and

v' That | felt that given the lack of work being handied by Cotecna in
Zakho, Iskenderun and Agaba that it was inappropriate to accept
remuneration in return for very little work.

| departed Agaba early in October 2003 and returned to Australia after
spending a day in Amman where | held discussions with Milan over the
reasons for my resignation.

10.3 Post Resignation:

11.

During these discussions with Milan | was told there were concerns amongst
Cotecna Management when | was appointed to the position given my
experience, qualifications and customs knowledge, however, due to the fact
that Cotecna were unable to recruit qualified and competent inspectors, | was
employed.

He went on further to say that Cotecna did not really want people with
Customs Management experience, preferring instead to employ non-
Customs people, who had little or no knowledge of Customs. | asked about
some of the other Customs trained people and he told me that they did not
question what Cotecna was doing, instead they did what the company
wanted them to do, namely inspect goods or enter data in a database.

| felt that this was a bit strange given that Cotecna was supposed to be in
Irag to be an independent inspection and verification service for the UN. Our
contracts with Cotecna stated that Inspectors were supposedly “Experts in
Mission” in particular with Customs procedures but | found that, in most
cases, many of the Inspectors had little or no knowledge of Customs
procedures.

CONCLUSION

The period that | spent with Cotecna in Irag, Turkey and Jordan was an
experience that | would not have missed. | went to lraq to try and do
something for the people of that country as well as assisting an organization
that | had a lot of respect for, namely the UN.

As an ex-military officer and business consultant, | am aware of and have
been trained in logistics, security and service delivery. The activities that |
undertook whilst employed with Cotecna was contrary to everything that |
had been taught, be that through university, the military or Customs.
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As a professional Customs Manager and Business Consultant, | was
somewhat surprised at how Cotecna operated when dealing with a major UN
activity such as the Oil For Food Program. To my dismay, | found that the
inspections being performed by Cotecna (inspections which | found to be
inadequate) were in fact, appropriate based on the instructions provided to
them by the OIP-UN.

| could not allow myself to continue to be a part of such an inspection
program or to be associated with a company who conducted inspection
business in that manner.

Whilst | am disappointed that | was unable to work with the UN to achieve a
desired outcome, | am not sorry to have left Cotecna when | did as | believe
that the way they operated was contrary to “Best Practice”.

| will now attempt to answer any questions that you may have.

oy :\« . A
o )

Arthur W. Ventham RrD MBA AFAIM CD
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L INTRODUCTION
Mr. Chairman, Ranking Member Levin, and Subcommittee Members:

I bring you greetings from Dar Es Salaam, Tanzania, where I currently live. Thank you
for this opportunity to testify before you concerning the United Nations Oil for Food Programme
(“OFF Programme” or “Programme”).

In July 1998, 1 joined the United Nations Office of Iraq Programme (“UNOIP”), as a
UNOIP customs expert. Eventually I became the Deputy Chief Customs Expert. My
responsibilities included reviewing contracts for the humanitarian aid to be shipped into Iraq
under the Programme, as well as monitoring the performance of the independent inspections
contractors for the Programme.
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Prior to my arrival at the UNOIP, I also had nearly thirty years of experience as a
Customs Officer for the Government of Canada. [ served as Superintendent of the Highway
Customs Traffic Operations at the Canadian-U.S. border; Superintendent of International Air
Traffic Customs Operations at the International Airport in Winnipeg, Canada; District
Programmes Officer for the Department of National Revenue, Canada Customs and Excise; and
Project Officer in the Headquarters, Firearms Customs Operations branch in Ottawa, Ontario.

I have substantial experience in monitoring the flow of international goods in conflict
zones. During the Balkans crisis in 1993-1994, T was the Senior Team Leader for the
Organization for Security and Cooperation in Europe (“OSCE”). OSCE was responsible in part
for enforcing sanctions against the regime in Serbia. In 1994, after the armed conflict ended, I
became the Head of the Sector for Belgrade of the Customs Monitoring Mission International
Conference on the former Yugoslavia (“ICFY”) on the other side of the border.

1 took a leave of absence from my customs officer position with the Government of
Canada to join the UNOIP in New York on a six month, rolling contract to become part of the
UNOIP’s customs function. 1 was with the UNOIP for approximately three years, until March
2001.

I welcome the opportunity to share with the Subcommittee my expertise, experiences and
observations on the UNOIP, as well as on the OFF Programme, during the period of my service.
The Subcommittee’s invitation requested that I address the following issues in my prepared
remarks: (1) My knowledge of the humanitarian goods contract review and approval process; (2)
Details relating to the UNOIP’s oversight and monitoring of the independent inspection agents
under the Programme, including the inspection agents’ scope of duties, and observations of any
problems or issues associated with the inspection process due to political, administrative, or local
conditions; (3) Observations of any problems or issues in relation to approving humanitarian
goods contracts; and (4) My views on whether, and the degree to which, the OFF Programme as
implemented achieved the Programme’s goals.

1L THE CONTRACT REVIEW AND APPROVAL PROCESS FOR
HUMANITARIAN GOODS FROM JULY 1998 TO MARCH 2001

There were two main categories of contracts that the UNOIP was responsible for
reviewing under the Programme: contracts for humanitarian goods and contracts for agency
goods. Humanitarian goods were sometimes referred to as “53 percent” goods, because 53
percent of the revenues from the sale of Iraqi oil were used to purchase these goods. Later, this
number was increased to 59 percent. As I will discuss below, the Government of Iraq was
permitted to contract directly for the purchase of humanitarian goods. Agency goods, on the
other hand, were sometimes referred to as the “13 percent goods,” because 13 percent of the oil
revenues were used to purchase these goods. Agency goods were goods purchased directly by
United Nations agencies, including the World Health Organization, the World Food Programme,
and the Field Administration Logistics Division (“FALD”). Agency goods were purchased
directly by agencies for delivery to the 3 northern governates of Iraq, because it was felt that the
Government of Iraq could not be trusted to deliver bumanitarian goods to the region.
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During the period 1 was with the UNOIP, the contract review and approval process for
humanitarian goods was different than the process for agency goods. I will first discuss the
process for humanitarian goods, which had six distinct steps:

First, at the beginning of each phase of the Programme, the Programme Management
Division (“PMD”) of the UNOIP was responsible for creating a list of goods that could be
purchased with the revenues from the sale of Iraqi oil. This list was called the Distribution Plan,
and was essentially a large shopping list. The Distribution Plan was broken down into various
sectors including food, medical supplies, education, water/sanitation, telecommunications, oil
spares, and electricity, and controlled what could be purchased as humanitarian goods. Once the
Distribution Plan was approved, the Government of Iraq was permitted to seek contracts for
items on the Distribution Plan.

Second, the Government of Iraq negotiated directly with suppliers and entered into
contracts for the purchase of goods on the Distribution Plan. The UNOIP review process
addressed the issues of appropriateness of pricing and compliance with Security Council
Resolution 986, which 1 will address later in my remarks.

Third, the United Nations Mission representing the nationality of the supplier presented
the contract negotiated between the supplier and the Government of Iraq to the UNOIP. For
example, if a French supplier had negotiated a contract for spare parts for oil rigs, and spare oil
rig parts were on the approved Distribution Plan, then the French Mission to the United Nations
would submit the contract to the UNOIP on behalf of the supplying French entity. Under the
Programme, suppliers could not present their contracts directly to the 661 Committee; rather,
they had to work with their respective Missions to have the contract presented to the UNOIP.
Since the Missions were sponsoring the contracts, we at the UNOIP consequently believed that
each Mission had a responsibility to review the contracts it was submitting as a first level of
review. We in the UNOIP did not rely on the Missions in this regard, although we assumed that
each Mission did their best to review the contracts for contractor and supplier compliance before
submission.

Fourth, customs experts at the UNOIP’s Contract Processing Monitoring Division
(“CPMD”), where 1 worked, reviewed the applications and the contracts presented by the
Missions on a first-come, first-served basis. It is important to note that the CPMD had a practice
of prohibiting customs experts from reviewing contracts from their own country of origin. Thus,
for example, a customs expert on loan from the Russian government would generally not review
a contract if the Russian Mission had submitted the contract. However, as the CPMD was
generally understaffed, this practice may not have been strictly followed when contracts began to
accumulate.

The customs experts, including myself, reviewed the applications and the contracts box
by box, line by line, and clause by clause to assess the following: (1) whether the goods being
purchased under the contract fell into a category of goods on the Distribution Plan; (2) whether
the goods being purchased under the contract were appropriate and/or suitable for the approved
purpose in the sector; (3) whether the goods were priced reasonably under the circumstances; and
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(4) whether contracts included prohibited clauses that were outside the scope of the Programme,
such as preferred payment clauses or performance guarantees.

To assess the reasonableness of prices, the customs experts attempted to obtain the
transactional value of the goods by various methods. These methods included: cross-checking
the prices on similar goods; checking catalogs of different suppliers for price comparisons;
researching price information available on the Internet; and contacting suppliers via the
permanent Missions. It is important to point out that customs experts were not allowed to meet
with suppliers in the absence of representatives from the respective Missions to reduce potential
offers of bribes or other financial incentives that suppliers might extend. In addition, as the
Programme progressed, we began to see recurring contracts and we could compare the price, for
example, of basic building supplies from Phase 1l with similar building supplies in Phase IV.
We also compiled a searchable database by which we conducted price comparisons between
contracts over previous phases of the Programme. Price assessment was an extremely difficult
task for reasons that I will discuss in more detail later in my testimony.

The customs experts checked to make sure that the corresponding paperwork was in
order to facilitate the authentication that would be conducted by the independent inspection
agents once the goods arrived in Iraq, which 1 will discuss in more detail in the next section.
Port of entry had to be specifically defined so that the inspectors at a particular authentication
site would have the proper documentation. In addition, it was particularly important that each
and every item to be shipped under the contact be identified specifically as a line-item. For
example, a contract could not simply say “assorted spare parts.” Rather, it had to specify as a
separate line-item each individual part to be shipped under the contract. This line-item detail
was necessary to enable the independent inspection agent to verify that each line-item of the
contract had arrived in Iraq by a comparison to shipping documents and physical inspections at
the borders. It also facilitated the later examination by the United Nations Monitoring,
Verification and Inspection Commission (“UNMOVIC”), to ensure that the goods included no
dual-use items, which I will discuss in a moment.

In cases where the contract or supporting application was not compliant, the contract was
placed under evaluating, or non-compliant, status. The reviewing customs expert would write to
the supplier, via the submitting Mission, requesting further information, that the application be
revised, or that the parties amend the contract. Amendments were required to be signed by both
parties to the contract. The application and contract could not proceed further until the reviewing
expert changed the application’s status.

Following this thorough review of the application and the contract, the customs expert
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 excessive. The
customs expert also included all written communications between the respective Mission, the
supplier, and the customs expert, as well as any technical specifications that had been supplied or
requested. The application and contract, the report, and all supporting documentation were then
forwarded to the Chief Customs Expert or the Deputy Chief Customs Expert.
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Fifth, the Chief Customs Expert or the Deputy Chief Customs Expert conducted another
supervisory level of compliance review of each written contract report. Each contract was
reviewed and signed-off-on by the Customs Expert who prepared the report and either the Chief
or Deputy Chief Customs Expert before submission to the 661 Committee. Thus, from the end
of 1999 until 1 left the Programme in March 2001, while 1 was serving as the Deputy Customs
Expert, [ reviewed most of the contracts and written contract reports compiled by the customs
experts at the UNOIP.  Following this review, the applications, contracts, and supporting
documentation were forwarded to the 661 Committee with the written teports of the CPMD
customs experts.

At some point in time in 2000, the 661 Committee requested that United Nations
Monitoring, Verification and Inspection Commission (“UNMOVIC”) comment on the dual use
capability of certain items included in humanitarian good contracts. Thereafter, UNMOVIC
reviewed the contracts simultaneously with the custom experts’ reviews. The written customs
experts’ reports included comments from UNMOVIC concerning dual-use capability.

Finally, the 661 Committee reviewed each contract and each report, including whether
the contract complied with relevant United Nations resolutions, in particular Resolution 986.
The 661 Committee had the option of approving the contract, denying the contract, or putting the
contract on hold pending clarification. The 661 Committee had 48 hours from its receipt of the
contract to take action either approving, denying, or putting on hold the contract. This procedure
changed pursuant to Security Council Resolution 1284 after my departure.

If one counts the review that the Mission should have conducted before submission, each
application and contract had three levels of review before it was submitted to the 661 Committee,
and four levels of review including the 661 Committee. In my opinion, this represented a
reasonable review process involving various stakeholders.

Agency goods, or 13 percent goods, the other major category of goods under the UNOIP,
had a slightly different contract review and approval process. Because agency goods were
purchased directly by the agencies, rather than by the Government of Iraq, the contract review
process did not involve the same level of scrutiny that the UNOIP gave to contracts for
humanitarian goods. Moreover, the agencies paid for the goods at the time of purchase, so they
did not require the same authentication process as humanitarian goods required. Despite these
differences, the customs experts in CPMD thoroughly reviewed these contracts using the same
criteria I discussed earlier and also compiled a report for each contract. In addition, contracts for
the purchase of agency goods had to be approved by the 661 Committee.

1II.  UNOIP’S OVERSIGHT AND MONITORING OF THE INDEPENDENT
INSPECTION AGENTS FROM JULY 1998 TO MARCH 2001

To understand the UNOIP’s role in the oversight and monitoring of the independent
inspection agents, it is first important to understand the limited role of the independent inspection
agents. When I first started working in the UNOIP, Lloyd’s Register, a British Company, had
the inspection contract for the Programme. In February 1999, Cotecna SA, a Swiss Company,
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replaced Lloyds Register. Both companies, during their respective terms, were charged with
“authenticating” the goods the Government of Iraq purchased under the Programme.
Authentication is the process by which inspectors confirmed the physical arrival of the goods for
those contracts that had been approved by the 661 Committee. Authentication requires
inspectors to compare the goods delivered to contract documentation approved by the 661
Committee, shipping documents, and cargo manifests. The independent inspectors were not
responsible for either pre-shipment inspections, price verification, or a commercial standard
post-landing inspection. Food deliveries were, however, subject to laboratory testing to ensure
fitness for human consumption prior to authentication.

It should be noted that the independent inspectors had no mandate to monitor or to report
sanctions violations, or to carry out inspections of goods not presented for inspection. Thus,
under the design of the Programme, the role of the independent inspection agents was reactive,
rather than proactive.

The critical aspect of authentication is that it was the trigger for payment to the supplier.
A supplier could not draw down on the Letter of Credit issued by the UNOIP until the goods had
been authenticated as having arrived in Iraq by the independent inspection agents. Once the
goods were authenticated, the U.N. Treasury Department was notified and the Letter of Credit
issued to the supplier was funded. As a result, the absence of authentication meant no payment
to the supplier. Delayed authentication meant delayed payment to the supplier. Authentication
of less than all of the approved goods could mean no payment or partial payment to the supplier,
depending on the terms of the contract.

Authentication is not the same as a normal commercial inspection process; rather, it is a
very limited physical inspection and document comparison focusing on the arrival of goods in a
country. Our mandate was to make sure that approved goods were delivered, not to make sure
that the Government of Iraq was satisfied with the quality of goods they received. Because
authentication was a prerequisite of payment to suppliers, the Government of Iraq could have
used commercial inspectors to hold up payment to, and gain additional leverage on, suppliers.
By reducing the level of inspection required, the “independence” of the independent inspectors
was enhanced.

The UNOIP sent the relevant contract paperwork to the independent inspection agents at
the 4 different entry sites where goods were authenticated under the Programme. In addition, the
independent inspection agents would receive contract items to be verified from the UNOIP by
virtue of a Lotus Notes database, generally referred to as the OFF database.

The method for authentication and level of analysis, however, varied depending on the
type of goods involved. For example, some goods could be verified by documentation and a
simple visual inspection. Other, non-standard contracts, however, such as the refurbishment of
goods in the oil spares sector, where | worked, often required the customs experts to draft
specialized procedures for authentication, or “SAPs.” SAPs were also drafted by the customs
experts for any contract containing services.
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One example of tailoring authentication procedures to specialized contract needs
involved the removal, refurbishment and reinstallation of two Rolls Royce turbine engines. The
multi-million dollar contract required the two Rolls Royce engines to be removed from their
locations in Iraq, shipped back to the Rolls Royce factory in Scotland, repaired and refurbished,
shipped back to Iraq, reinstalled and recommissioned in working order. As a result, each step of
the process had to be authenticated. Therefore, the UNOIP drafted a SAP by which a Cotecna
inspector would be on site to witness the removal and crating of the two Rolls Royce engines.
Cotecna inspectors in Iraq would also be responsible for ensuring that the crates containing the
two gas turbines were sealed at the site and remain sealed when loaded on the ship for transport
back to the Rolls Royce factory. Once in Scotland, inspectors were responsible for checking to
make sure the seals were intact when the shipment was unloaded, as well as making periodic
inspections to make sure the refurbishment was in fact being done as required under the contract.
Inspectors in Scotland were also required to verify that the refurbishment had been completed
and oversee the packing and crate sealing at the Rolls Royce factory. Once the shipment of
turbines arrived in Irag, Cotecna inspectors verified that the seals had not been broken on the
shipping containers, as well as monitoring the reinstallation, recommissioning and functioning of
the turbines. This is one example of an SAP that we regularly developed at CPMD, and that
Cotecna regularly implemented. This type of SAP was approved by the 661 Committee and I
believe gave the Committee additional comfort in terms of ensuring that payment was for
services performed and goods delivered.

The UNOIP conducted oversight and monitoring of the independent inspectors in several
ways. First, the UNOIP was in almost daily contact with the sites discussing what procedures to
use to authenticate the goods. In cases involving non-standard goods, the UNOIP worked
closely with the independent inspectors to relay the appropriate procedures for authenticating the
goods. Second, customs experts from the UNOIP often made mission trips to Iraq to conduct
site visits and reported back to the UNOIP on how well the independent inspectors were
complying with their obligations under their contracts with the United Nations. The UNOIP did
not have a permanent presence at any of the inspection sites in Iraq. While I thought that it
would have been advisable for the UNOIP to have had a customs expert in Iraq full-time, others
in CPMD were of a different opinion. As a result, the UNOIP customs experts made periodic
mission trips to Iraq. I made three such trips during my tenure. Third, in the case of the contract
with Cotecna, the United Nations initially granted the company a six-month contract. Thus, the
United Nations had Cotecna on a short leash and could have replaced the company if it was
unhappy with its performance.

In April 2001, as the term of Cotecna’s amended contract was coming to an end in June
2001, the UNOIP issued a Request For Proposal (“RFP”) for the independent inspection contract
for the Programme. 1 left the UNOIP on March 31, 2001, but to my knowledge, nobody in
CPMD had a role in selecting the winning bid. The procurement division of the United Nations
was in charge of selecting the winning bidder, which occurred in May 2001. My feeling, which 1
believe was shared by the other customs experts in CPMD, was that Cotecna was performing
very well under their contract and was very responsive to requests for service enhancements.
Due to Cotecna’s demonstrated outstanding performance, as well as their unique experience in
the Programme, it was in the best interest of the Programme to retain Cotecna as the independent
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inspection agent, especially to provide continuity of effective service delivery. Cotecna had been
a very dependable contractor under difficult circumstances and often did more than they were
contractually obligated upon requests from UNOIP.

When concerns were raised with Cotecna, the company was extremely responsive and
took steps immediately to remedy those concerns. For example, early in Cotecna’s initial
contract the company assigned its inspectors in Iraq to a 5-1-3 schedule, where they would work
in-country for five months, take one month off, then return for another five-month shift. At the
time, Cotecna could not have known how difficult this schedule would be for its inspectors.
Given the problems they sometimes faced dealing with local Iragi Government officials and the
harsh environment, however, this policy started to cause a lot of tension with Cotecna’s
inspectors. I recommended to Cotecna that it change this policy so the inspectors were able to
get time-off under a shorter schedule. Under their contract, Cotecna was not required to
implement my recommendation. However, Cotecna was responsive to this request and changed
their policy, which actually increased the productivity of the inspectors. This was true of other
recommendations and requests made to Cotecna, such as to increase the number of inspectors
with “customs” knowledge. The company was always responsive and did more than they were
required to under the contract to make the process work. They were not perfect, however, and
when issues arose, we did not hesitate to bring these issues to Cotecna’s attention, as evidenced
by my mission reports which included both critical and complimentary observations. The
company’s responsiveness is one reason the customs experts had a favorable opinion of Cotecna
and believed it was in the best interest of the Programme for Cotecna io be retained for
authentications.  That said, however, CPMD had no authority over procurement. The
procurement division of the Programme made the decision to award the contract to Cotecna.

Based on my experience in the monitoring of Cotecna’s performance, when 1 was leaving
the UNOIP Cotecna was high on my list among several offers of employment I received. I had
always been impressed with the company’s professionalism, responsiveness and its dedication to
the task at hand. The other customs experts in CPMD, as well as my superiors in the UNOIP,
were aware that I was joining Cotecna and supported my decision. 1 did, however, avoid
working on the Programme to prevent any perceived conflict of interest, given my former role in
the UNOIP. Instead, 1 joined Cotecna’s Liaison Office in Dar Es Salaam, Tanzania.

IV.  OBSERVATIONS REGARDING THE APPROVAL OF HUMANITARIAN
GOODS CONTRACTS FROM JULY 1998 TO MARCH 2001

From the perspective of a customs expert at the UNOIP, it is important to make clear that
instances of overpricing in contracts with the Government of Iraq, where they were supported by
something more than just a customs officer’s hunch, were passed along in our reports to the 661
Committee. It was the 661 Committee alone that approved contracts. On many occasions,
CPMD noted that there were instances of overpricing or other concerns in its written reports to
the 661 Committee. What the 661 Committee did with the UNOIP’s reports and how they used
that information is beyond the scope of my testimony. However, I know that a large number of
contracts submitted to the 661 Committee contained notices or alerts concerning overpricing. 1
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do not recall any of these contracts being put on hold by the 661 Committee due to overpricing
despite our warnings.

There are several reasons why it was difficult for customs experts to detect overpricing.
First, there was the fact that suppliers were taking a large risk under these contracts. In a typical
commercial contract, a supplier often would be paid when the supplier delivered the goods to the
shipper, often in the country of origin, which is consistent with normal commercial practice.
Unlike typical commercial contracts, the suppliers participating in the Programme were not paid
until their goods actually arrived in Iraq and were authenticated by the third-party inspectors,
either Lloyds or, later, Cotecna. If the shipper was boarded and inspected by U.S. Naval vessels
enforcing sanctions, payment could be delayed. Due to the volume of goods passing through the
Programme, instances where the Government of Iraq refused to cooperate at inspection sites, and
other contingencies, suppliers often were not paid for months after their shipments had arrived.

As a result, suppliers often increased their prices or “overpriced” the contracts by small
amounts, in the neighborhood of 10 percent. But given the unusual conditions and risks that
suppliers endured in order to participate in the Programme, it was difficult to say that a small
increase in price was commercially unreasonable when a supplier could often sell the same
product in a commercial transaction with much less risk. In conducting our price assessments,
customs experts at the UNOIP were routinely told by suppliers that these slightly inflated
amounts were being charged because of the risks that suppliers took by participating in the
Programme or the cost of carrying charges on the goods shipped. This explanation often seemed
reasonable. Accordingly, a contract for goods that was 10 percent higher may well have been a
fair market value. Such issues were always identified and passed along to the 661 Committee.

Second, as the Programme evolved and additional goods were added to the Distribution
Plan, it became more difficult to conduct a pricing assessment of the contracts. One reason is
that many of the goods added to the Distribution Plan were technical in nature. In the Oil Sector,
for example, contracts were signed for the replacement of failed goods which were often 20
years or more in age. The replacement goods had to “fit” the infrastructure and, for example, ifa
compressor failed it had to be replaced with a compressor of a technology which was consistent
with the rest of the environment in which it was to be installed. A compressor that was 20 years
old was not worth much on the open market, but was extremely valuable for Iraq’s antiquated
infrastructure. Since such equipment was scarce, suppliers could charge a substantial premium.
Customs officers by trade know a little bit about a lot of things, but as the goods became more
sophisticated, it was clear that we needed more technical expertise within the UNOIP. We
attempted to add this expertise by adding requirements to our terms of reference for customs
officials with expertise in these technical areas, as well as in pricing. Unfortunately, we were not
able to make a significant difference in gaining the necessary expertise.

In addition, many of the later contracts for industrial goods had provisions for
mobilization, commissioning, and services. Mobilization is the process of getting a good to the
location where it will be used, while commissioning is the process of getting the good up and
running once it has been delivered. Pricing for mobilization and commissioning take into
account numerous factors that are difficult to quantify, including: transportation, travel costs for
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individuals, and hourly rates for individuals with various areas of expertise. Thus, it was
extremely difficult for customs experts at the UNOIP to detect overpricing in contracts involving
provisions for mobilization, commissioning, and service charges. Despite these challenges,
however, customs experts at the UNOIP continued to use their best efforts to assess pricing using
the various methods I described earlier, and to my knowledge all suspected overpricing was
reported to the 661 Committee.

Third, there is the inherent difficulty in assessing a reasonable price or fair market value
when you are attempting to compare prices from suppliers in various regions of the world. A
price on a good in one region of the world might be completely different from the price on the
same good in another region, yet both may be reasonable market prices in their respective
regions. For example, the price of a can of Coca-Cola in Wisconsin is different from the price of
a can of Coca-Cola in Mongolia. But this doesn’t necessarily mean that the cost of Coca-Cola in
Mongolia is unreasonably high or that kick-backs are occurring. In short, even taking into
account the risk incurred by the suppliers in participating in the Programme, as well as the
technical and complicated aspects of many of the contracts, it was often difficult to conduct our
pricing assessments in the UNOIP within the context of normal market environments.

For all of these reasons, [ believe that, for the most part, the customs experts at the
UNOIP did a commendable job considering the extremely difficult task at hand. What is more,
our work was reported directly to the 661 Committee, which had the ultimate authority to decide
whether contracts were approved, denied, or placed on hold.

The majority of contracts were presented by the Missions of France, China and Russia.
There were instances, however, where [ believe that individuals within the political elements of
the United Nations pressured customs experts to help push contracts along. In one case, Michael
Merkoulov, a Russian customs officer, complained to me that he was being pressured by the
Russian Mission to help insure that certain contracts were approved. I do not recall exactly how
this situation was resolved, but knowing Mr. Merkoulov quite well, I am very certain that he did
not succumb to this pressure.

On another occasion, I received an anonymous fax stating that a contract from a Chinese
supplier for $12 million was outrageously overpriced. I spoke with Jeremy Owen, the Chief
Customs Expert at that time, to see what should be done. When I later returned to my desk,
however, the smoking-gun fax was missing. Subsequently, the document reappeared on my
desk. I eventually discovered that Chang Sheng Li, a Chinese customs expert, had taken it and
faxed it to the Chinese Mission. Mr. Li admitted that he had contacted the Chinese Mission to
request that the Mission look into this irregularity and to advise the Mission not to participate in
any potentially illegal coniract submissions. I believed that this action by Mr. Li was unethical
given that the Chinese Mission had already presented the contract. Despite this conduct, Mr. Li
remained with the UNOIP but his duties changed to reviewing agency goods contracts. It is my
belief that influential people within the United Nations protected him. 1 was never personally
approached by anyone seeking to exert political influence, and I do not recall any other instances
of such conduct beyond the two I just described. 1 do know, however, that many Missions had
regular contact with customs experts from their countries.

10
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As mentioned above, agency goods did not have to undergo authentication in order for
suppliers to be paid. As a result, there was no link between oversight by the custom officers and
payment for the suppliers. In mid to late 1999, the UNOIP requested that the agencies and
Cotecna authenticate the arrival of agency goods to facilitate the provision of statistical
information regarding goods delivered under the 13 percent account via the OFF database.
Statistics regarding humanitarian goods were readily available because Cotecna had performed
its authentication services and could provide detailed information concerning humanitarian
goods. However, because agency goods by-passed Cotecna’s inspection sites, it was difficult to
provide the 661 Committee with any statistics regarding the delivery of agency goods.
Accordingly, some shippers of agency goods began to voluntarily stop at Cotecna inspection
sites so that statistical information could be provided to the 661 Committee.

Finally, during my tepure at the UNOIP, I heard rumors within the UNOIP that the
Government of Iraq was insisting that oil purchasers pay 25 cents a barrel into off-shore accounts
as a “signing bonus,” but I never came across nor heard rumors of such practices with respect to
the contracts for humanitarian goods.

V. VIEWS REGARDING THE SUCCESS OF THE OIL-FOR-FOOD PROGRAMME
IN ACHIEVING ITS GOALS

The stated goal of the Programme was to get humanitarian goods to the Iraqi people who
were suffering as a result of the United Nations sanctions on the Government of Iraq, while
insuring that the Government of Iraq did not manipulate the Programme to rearm its military.
Taking into account the complexity of the sanctions scheme, the vast number of suppliers and
corresponding countries involved in the Programme, and the fact that the work to be done on the
ground was in harsh territory controlled by a dictator, I believe the Programme was successful in
achieving its goal in spite of these limitations. From the evidence following the recent invasion
of Iragq, it appears that the former Government of Iraq was unable to manipulate the Programme
to rebuild Saddam Hussein’s army. Moreover, there is no doubt that the Iraqi people received a
great number of shipments of food and medicine that they would not have otherwise received
had it not been for the Programme, especially in the Northern Governates. The humanitarian
efforts of the Programme provided a visual benefit by improving the quality of life for the people
of Irag. In my view, the UNOIP was conducting reasonably good stewardship of this highly
complex Programme to the best of their ability within the limitations placed upon it.

The recent focus of the many investigations making news appears to be on the billions of
dollars the Government of Iraq allegedly fraudulently obtained through the Programme. [ cannot
speak to any fraud that might have occurred on the oil sales part of the Programme; that is, the
Government of Iraq’s sale of oil to fund its purchases of humanitarian goods. I was not involved
in that part of the Programme; however, I heard numerous rumors of kick-backs related to oil
sales. On the humanitarian goods side of the Programme, as I testified earlier, I can only say that
1 was working with a group of highly-qualified and committed customs experts in the CPMD
that I believe were doing their best to report overpricing and suspected fraud to the 661
Committee, Moreover, all of us within CPMD believe in the work that we were doing. To my
knowledge, the 661 Committee was fully aware of all suspected overpricing and fraud detected
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by the customs experts in the CPMD. What the 661 Committee did with this information is
beyond the scope of my testimony.

In addition, I was impressed with Cotecna’s role as the independent inspection agent in
charge of authentications under the Programme. Cotecna was charged with a very difficult task
in a very harsh environment. Despite this, Cotecna was always responsive to the
recommendations of the customs experts. Moreover, as the Programme progressed, the UNOIP
repeatedly asked Cotecna to perform additional tasks that, in my opinion, were not covered under
their contract.  Again, Cotecna was always responsive, and to my knowledge always
implemented the requested additional services. Given Cotecna’s limited, technical role in
conducting authentications for the Programme, as well as the oversight of the company
conducted by the UNOIP, I have no reason to believe that Cotecna was involved in any of the
overpricing and kick-back schemes that appear to be the focus of several investigations. In my
opinion, they did a fine job under difficult circumstances. The limitations on the effectiveness of
the Programme included the inability to institute sound customs practices within the Government
of Iraq, as well as the lack of freedom of movement in Irag. Another example of the types of
limitations that Cotecna dealt with was the lack of laboratory testing facilities in Iraq. Iraq was
not allowed to have its own laboratory facilities due to the potential for dual use. As a result, the
Government of Iraq would not allow Cotecna to have laboratories in Iraq for testing food.
Therefore, Cotecna had to ship food samples out of Iraq in order to test them to determine
whether they met the Programme food standard of “fit for human consumption.” This procedure
was much more expensive for Cotecna than it would have been to have a laboratory in Iraq for
this purpose.

12
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Testimony of John Denson, Saybolt General Counsel,
Before the Senate Committee on Homeland Security and Governmental Affairs,
Permanent Subcommittee on Investigations
February 15, 2005

Mr. Chairman, distinguished members of the Subcommittee,

Thank you for inviting me to speak before the Subcommittee today on the role of Saybolt
Eastern Hemisphere B.V. and its affiliates and subsidiaries (“Saybolt”) in the administration of
the United Nations Oil-for-Food Program (the “Program™). As the general counsel to Saybolt, I
am familiar with our role in the Program, which included monitoring the export of oil from
specified locations in Iraq and, to a lesser extent, monitoring spare parts and equipment imported
into Iraq for use in the oil industry. In addition, Saybolt coordinated studies that oil industry
experts conducted on Iraqi oil production and infrastructure.

Saybolt is proud of the role it played in the U.N. Oil-for-Food Program, monitoring more
than 2700 loadings of oil at three authorized export locations over a period of almost 80 months.
Saybolt’s work was performed by dozens of oil inspectors who were rotated in and out of remote
locations and required to work under circumstances that were frequently difficult. Moreover,
many Iraqi officials with whom Saybolt necessarily interacted were resistant or hostile to the
Program, and the on-site monitoring equipment that was available to Saybolt was, as Saybolt
noted from the outset, often defective, inoperative, or altogether unavailable. Nonetheless, the
irregularities that occurred over several years were very few, and those that did occur were
reported and corrected as they became known.

I will focus my remarks on the topics your invitation asked me to address. They include:
the selection of Saybolt as a contractor for the Oil-for-Food Program,; the performance of the
contract, including Saybolt’s relationship with the United Nations and the Maritime Intervention
Force (the “MIF™); irregularities within the Oil-for-Food Program, including the two Essex
“topping off” incidents in 2001; and the audit of Saybolt by the U.N. Office of Internal Oversight
Services (“OI0S™).

L SELECTION OF SAYBOLT FOR THE OIL-FOR-FOOD PROGRAM

Saybolt was selected as the independent oil inspection agent of the United Nations
through a competitive bid process that was initiated by a U.N. request-for-proposal (“RFP”).
The sixth paragraph of U.N. Security Council Resolution 986 (1995) directed the U.N. Secretary
General to appoint agents to assist the Committee established by UN. Security Council
Resolution 661 (the “661 Committee™) with the task of monitoring the quantity and quality of
exports of Iraqi oil under the U.N. Oil-for-Food Program. Pursuant to that authority, on June 11,
1996, the Commodity Procurement Section of the U.N. Procurement and Transportation Division
issued the RFP, which included a request for provision of independent oil inspection agents.

Saybolt viewed the U.N. RFP as a good business opportunity to apply our almost 100
years of experience in inspection and analytical testing of petroleum products to a prestigious
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international project. We were also pleased that we would be contributing our know-how to a
major program designed to serve the urgent humanitarian needs of the Iragi people.
Accordingly, on June 17, 1996, we submitted our Proposal to provide oil export inspection
services.

We are aware that the U.N. Independent Inquiry Committee’s Interim Report, issued on
February 3, 2005, sets forth allegations that one or more individuals within the United Nations
may have violated U.N. procurement policies during the negotiation process. No procurement
policies of the U.N. were ever provided to Saybolt, and they were not publicly available insofar
as we are aware. Indeed, the only procurement policy of which we were aware at the time was
the one contained in the RFP, in which the “UN reserve[d] the right ... to negotiate with any of
the proposers or other firms in any manner deemed to be in the best interest of the UN.” It was
Saybolt’s understanding during the procurement process that the United Nations viewed Saybolt
as the most qualified bidder to handle the job. Saybolt, unlike its principal competitor in the
bidding process, specialized in oil inspections, rather than all types of inspections. We also
offered inspectors with no connections to the region, which was desirable to the United Nations.
During the bid process, the United Nations. pressed Saybolt for a lower price, which is not
uncommon in our industry when negotiating for a contract, and Saybolt did lower its bid based in
part on clarifications to the contract requirements that the UN. provided.

On August 16, 1996, Saybolt and the United Nations entered into a contract (the “First
Contract” or “1996 Contract”) with an initial term of six months, subject to extensions of six-
months each, at the sole discretion of the United Nations. Afier the First Contract was extended
for a total of slightly more than three years, another RFP process was initiated. In that process,
Saybolt submitted a Proposal on February 11, 2000, and on May 29, 2000, the United Nations
formally accepted that proposal and entered into a new contract with Saybolt that governed
Phases VII through XIII of the Program (the “Second Contract” or “2000 Contract™).

I PERFORMANCE OF THE CONTRACT

You have also asked us to comment on the execution of the contract. Saybolt performed
two functions in the Program. First, we acted as a monitor. This monitoring role initially
applied only to exports of crude oil from two export points authorized under the Program. Our
monitoring responsibilities were later extended to include monitoring of imports of oil industry
spare parts. Second, we coordinated three studies of the Iragi oil industry by a group of experts
called for under resolutions of the U.N. Security Council.

Saybolt was responsible for menitoring the quantity and quality of Iraqi crude oil loaded
onto vessels from the Mina Al-Bakr offshore terminal in southern Iraq and from the port of
Ceyhan in Turkey. These two locations were the only locations where we were asked to monitor
the export of Iragi oil to buyers, and they were the only authorized ports for export of oil under
the Program. Saybolt was also responsible for monitoring the flow of oil near Zakho, along the
Irag-Turkey pipeline by which Iragi oil was delivered to the Ceyhan port. We began monitoring
in 1996, after receiving a Request to Commence Mobilization from the United Nations dated
November 29, 1996.
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Beginning in 1998, Saybolt agreed to coordinate the preparation of expert reports on the
Iraqi oil industry called for by U.N. Security Council resolutions. The United Nations hired
Saybolt to coordinate a study by a group of experts under U.N. Security Council Resolution 1153
(1998). The purpose of this study was to assess Iraqi oil production and transportation capacity,
and necessary monitoring. In 2000, Saybolt was hired to coordinate another group of experts
study, as called for under U.N. Security Council Resolution 1284 (1999). The purpose of this
study was to review the status of Iraqi oil production and transportation capacity. In 2001,
Saybolt was hired a third time to coordinate a study of the Iraqi oil industry by a group of experts
under U.N. Security Council Resolution 1330 (2000). The purpose of this study was to evaluate
in further detail proposed expenditures on equipment and spare parts for the Iragi oil industry.

Almost a year-and-a-half after we began monitoring oil exports from the two designated
exports points and following the first group of experts Report, the United Nations awarded
Saybolt a contract for additional inspection work related to the Program. We were asked to
submit a proposal to monitor the storage, delivery, and utilization of spare parts that Iraq began
to import for the purpose of maintaining and developing the Iraqi oil industry. Our proposal was
accepted in a June 1998 amendment to the First Contract.

In 2003, following the overthrow of Saddam Hussein, the oil monitoring program ended.
At that point, Saybolt had acted as the United Nations monitor for almost seven years, and had
monitored more than 2700 loadings totaling approximately 3.4 billion barrels of oil over the life
of the Program. As the program was being dismantled, the Second Contract was partially
suspended on April 17, 2003, and was formally terminated by the United Nations on June 4,
2003.

U.N. Contact Points

During its performance as a contractor, Saybolt was in constant communication with the
United Nations. Throughout the Program, Saybolt, like the United Nations, utilized a
commercially-available electronic online database to ensure that each vessel loading was
supported by a contract and a letter of credit that were approved by the Oil Overseers of the
United Nations. Through this database, we provided information to the United Nations
regarding each loading on a real-time basis. Saybolt exchanged information with the Office of
Iraq Programme (“OIP”) and the U.N. Overseers on a daily basis.

Saybolt was also in contact with the United Nations regularly regarding staffing. Our
inspectors were experienced in monitoring, and they received special training designed to assist
them in carrying out their duties as inspectors for the United Nations. As required by contract,
individuals nominated to work as inspectors for Saybolt were approved by the UN. Overseers.

In addition to frequent contact with the United Nations, Saybolt also had regular contact
with the MIF. The MIF was copied on reports to the United Nations regarding vessel loadings at
Mina Al-Bakr. This enabled the MIF to monitor vessel movements in the Gulf. In addition, we
exchanged information with the MIF immediately before the Coalition invasion of Iraq. The
MIF assisted in the evacuation of our inspectors, and we provided information to the MIF
regarding the layout of the oil facilities in Iraq so that they could be secured more efficiently.
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Facing Operational Difficulties Within Irag

In performing their duties, Saybolt’s inspectors were often subjected to personal risks.
Nearby military operations and violent attacks were not uncommon. As we have all seen in
news reports from that time, Iraq did not always welcome the United Nations or its contractors.
Iraq initially resisted the very idea of an Oil-for-Food Program. This political friction between
Iraq and the outside world made our task especially delicate, because we were associated with
the United Nations in the eyes of Iraqis. Coping with these physically and mentally challenging
working conditions required courage and professionalism on the part of inspectors.

Difficult living conditions in Iraq often made performing daily tasks quite a challenge.
The state of the Iraqi infrastructure was far worse than even we expected from our preliminary
fact-finding missions. At the isolated, remote locations where our inspectors carried out their
mission, it was often difficult to obtain the basic necessities — food, electricity, water,
transportation, and housing. Telecommunications equipment was primitive. Some days, we had
neither electricity nor water at the Mina Al-Bakr terminal. The harsh conditions in Iraq were
noted in the reports to the United Nations and were confirmed by a United Nations Irag-Kuwait
Observation Mission (“UNIKOM?) safety audit of the Mina Al-Bakr operations in April 1999.
On some occasions, our inspectors at Mina Al-Bakr were stranded at the terminal without
electricity and without water. Mina Al-Bakr also had frequent air conditioning outages, leaving
inspectors exposed to heat that sometimes reached 130 degrees for long periods at a time.
Because of the high cost of placing telephone calls from Iraq, communications between our
inspectors and their families were limited.

On the subject of difficulties we encountered in Iraq, I should note that we also struggled
to arrange reliable, affordable transportation to and from the Mina Al-Bakr terminal, as we were
dependent on aged transportation vessels to go to and from that terminal. Standard tasks became
complex because we were operating in an environment subject to multilateral sanctions. It was
not a simple process to obtain travel visas for our personnel going into Iraq, to clear our
equipment through customs without unreasonable delay, to provide transportation within fraq, or
to arrange the means for our employees to pay for their basic living expenses while in Iraq.

Development of Method to Verify Loading Quantities In Absence of Reliable Meters

The poor state of the Iragi infrastructure not only had an impact on our employees, but it
also had an impact on our monitoring methods. As explained above, Saybolt’s principal
responsibility was to monitor the quality and quantity of oil loaded onto vessels at Mina Al-Bakr
and Ceyhan. From the very beginning of the Program, we encountered difficulties in persuading
the Iraqis to install and repair metering equipment at the Ceyhan and Mina Al-Bakr sites. When
we arrived in Iraq, neither location had metering equipment calibrated to accurately measure how
much oil was loaded onto the vessels. We informed the United Nations of this problem even
before the Program began through our preliminary fact-finding report.

In the absence of metering equipment at Mina Al-Bakr, Saybolt applied the best
alternative method. This method, which is commonly used within the industry, used the capacity
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and calibration charts of the vessel in order to determine how much oil was loaded into the
vessel. To determine how much oil was loaded onto a vessel, a Saybolt inspector would, prior to
loading, measure the on-board quantity (“OBQ”) of the vessel. Then, after loading, we would
measure the ullage (the amount by which the vessel tank falls short of being full) and the
temperature of the oil. Our inspectors compared this data with the calibration charts to determine
how much oil had been loaded onto the vessel.

The vessel calibration charts, however, sometimes were not precise. For example, ifa
vessel hull had been scraped and dented inwards, the overall capacity of the vessel would be
reduced. Repairs to the vessel could likewise change the overall capacity of the vessel. In
addition, vessels sometimes accumulate residue from previous loadings, which changes the
capacity of the vessel.

Saybolt used a standard methodology to identify and correct any imprecision in the vessel
callibration charts. Bach vessel keeps a record of the variances from its calibration charts, when
compared with the volume measured when the oil was offloaded. This record becomes the
“vessel experience factor” (“VEF”). The VEF for a vessel is based on the average comparison
between ship measurement and shore measurement for the last 10 voyages. The use of a vessel
calibration chart and the VEF is an internationally recognized method for determining the
quantity of oil loaded onto a vessel in the absence of calibrated shore tanks and/or meters, We
followed the procedures set forth by the American Petroleum Institute and the Institute of
Petroleum.

In January 1999, following discussion with the United Nations, Saybolt also instituted a
procedure to attempt to address potential inaccuracies in the VEF based measurement system.
The master of each vessel was required to sign a statement certifying the accuracy of the records
provided to Saybolt. The United Nations was informed of this procedure and supported its
implementation. A weakness in using the calibration charts and the VEF of a vessel, however, is
that inspectors must rely on the records provided by the master of each vessel. Such records
could possibly be manipulated without the knowledge of the inspectors.

At Ceyhan, any significant manipulation of the system was detectable because of the
ability to compare the shore-tank measurement with the amount of oil reportedly loaded onto the
vessel. Although the shore-tank measurements were not sufficiently accurate to be used as the
primary means of measurement, they were a cross-check making it possible to uncover major
inaccuracies.

At Mina Al-Bakr, however, the infrastructure deficiencies made it more difficult to detect
manipulation. Shore tank measurements were not available. The shore tanks were severely
damaged during the Iran-Iraq War, and then further damaged during the first Gulf War. The
shore tanks that existed were not re-calibrated. The metering system at the loading site was not
repaired sufficiently to ensure accurate measurements. Therefore, the inspectors were
necessarily dependent upon the calibration tables and VEF data provided by vessel masters.

Saybolt attempted to address this problem in several ways. When the contract with the
United Nations was first negotiated, we recommended that the volume of oil loaded onto vessels
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be measured with reference to the volume of oil measured at the port of discharge in addition to
the loading port. This suggestion was not implemented. In addition, at the outset of the
Program, we requested that the metering facilities at Ceyhan and Mina Al-Bakr be repaired and
recalibrated. However, the meters, which were owned by the Iragis, were not recalibrated. The
contract between the United Nations and Saybolt specified the method of using the alternative
method described above in order to determine the measurements, which, as noted, is the industry
standard for measuring loadings of oil in the absence of calibrated metering equipment and/or
shore tanks.

1. IRREGULARITIES IN THE OIL-FOR-FOOD PROGRAM

lilegal Payments by Oil Companies

You have asked us for information regarding illegal payments made by oil companies.
Saybolt was not involved with, nor did we have any special knowledge regarding, any illegal
payments made by oil companies. Saybolt monitored oil, not money.

One area about which Saybolt had some knowledge, however, was port charges. It was
well known that the Iraqi government sought to collect port charges during the Program from
companies who were purchasing oil through the Oil-for-Food Program. The port charges were
also widely reported in the press, including by Reuters in September 2000. During the Program,
Stephani Scheer of the OIP asked Peter Boks of Saybolt about the port charges. Mr. Boks
provided what information he had regarding the surcharges, which he had learned from oil
companies. On another occasion, when the International Association of Independent Tank
Owners (“INTERTANKO”) inquired about the legality of port charges, we informed the
association that they had been verbally advised by the United Nations that such fees would be in
violation of the U.N. sanctions.

Sale of Oil Outside the Program

Through its work, Saybolt also became aware of instances of the smuggling of oil outside
the Oil-for-Food Program. We reported those instances to the United Nations verbally and, on
occasion, in writing. In November 2000, Saybolt informed the United Nations of rumors that the
pipeline to Syria had been put into operation. In March 2001, Saybolt informed the United
Nations that there was smuggling to Turkey. In addition, we informed both the United Nations
and the MIF about illegal loadings that were taking place at Khor Al Amaya, a terminal 10
kilometers to the north of Mina Al-Bakr. Saybolt’s mandate was not to inspect all of Iraq, and it
was not to act as a police force. However, we sought to assist in the enforcement of sanctions by
providing information to the responsible parties.

The Essex Incidents

As noted above, the absence of meters at Mina Al-Bakr was one of the most significant
challenges Saybolt faced during the Program, making it harder to detect measurement
discrepancies or unauthorized loadings at those locations. Despite our continuous monitoring of
oil exports at Mina Al-Bakr, in early October 2001, we learned from the United Nations that the
captain of the vessel Essex had reported to U.N. and U.S. authorities that there had been two
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incidents of “topping off” of the Essex at the Mina Al-Bakr terminal. Documents subsequently
provided to Saybolt by the United Nations and others indicate that in May and August 2001, the
State Oil Marketing Organization of Iraq (“SOMO”) arranged to load on board the Essex vessel
approximately 500,000 barrels of oil above and beyond that which had been approved by the
United Nations.

Saybolt immediately investigated what happened and why. We conducted extensive
interviews of our staff, including the Team Leader on the Mina Al-Bakr Platform, and reviewed
all available documentation relating to the loadings of the vessel. The investigation found no
evidence that any Saybolt employees were aware that the Essex was being “topped off” in May
or August 2001. The available evidence indicated that the vessel had coordinated with the
SOMO personnel on the Mina Al-Bakr platform to secretly load this additional oil, while Saybolt
inspectors were either at another end of the platform in the rest quarters or attending to other
vessels.

We detailed our findings and the bases for our conclusions in a report presented to the
661 Committee in October 2001, within days of learning of the incidents. That report is included
in the documents previously provided to this Subcommittee. For all of the reasons detailed in
our report, we concluded that it was extremely unlikely that there were other incidents of topping
off.

Nonetheless, as described in the report to the 661 Committee, Saybolt put into place
additional procedures designed to prevent topping off. These included having all team members
at Mina Al-Bakr remain on board vessels afier the loading amount had been certified until the
vessels left port, to ensure there were no additional loadings. For any vessel that did not leave
the port immediately after loading, Saybolt placed numbered seals on the vessel loading valves
after the loading amount was certified. Before the vessel left the port, our inspectors returned to
the vessel to ensure that the seal was still in place, with the same number. We are unaware of
any topping off incidents occurring after we instituted these additional procedures.

Allegation that Irag Attempted to Pay a Bribe to a Saybolt Inspector

Over the past year, Saybolt has learned of allegations that Iraq made efforts to pay
approximately $105,000 to one of its inspectors on the Mina Al-Bakr Platform in order to
facilitate the topping off of the Essex. When we learned of this allegation, we immediately
investigated it. Thave personally overseen that investigation, through which we have made
persistent efforts on a global scale to ascertain whether, in fact, Iraqi officials compromised this
otherwise well-qualified, U.N.-approved inspector and whether he violated his commitment to
act ethically in accordance with Saybolt’s code of conduct.

The evidence obtained through these efforts is still being analyzed, and we have kept
Subcommittee staff apprised of the status of this ongoing investigation. Saybolt does not take
allegations of bribery of company employees lightly. If we determine there is credible evidence
that Iraq bribed one of our inspectors, we will take appropriate action. In that regard, we
understand from Subcommittee staff that the Subcommittee will be placing on the record certain
documents obtained from Iraq after the fall of Saddam Hussein that reportedly detail specific
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efforts by Iraq to deliver payment to this inspector. Again, we will closely examine these
documents and take all appropriate action.

IV. UN.OVERSIGHT OF SAYBOLT

As described in Part 11 above, the Saybolt contract with the United Nations was subjected
to several layers of external oversight: the United Nations reviewed data supplied by Saybolt,
communicated with Saybolt regarding implementation issues that arose in the collection of that
data, and audited management of the contract.

Review of Data Supplied by Saybolt and Dialogue on Implementation Issues

Through the use of a commercially-available electronic online database, Saybolt supplied
U.N. offices with real-time data on loading of oil onto tankers at Ceyhan and Mina Al-Bakr, on
the flows of oil through the Irag-Turkey pipeline at the Zakho station, and on the monitoring of
oil industry spare parts imported into Iraq. We also supplied daily and weekly reports to the
United Nations Oil Overseers. The 661 Committee also reviewed special reports Saybolt
prepared, such as our expert studies on the Iraqi oil industry.

As the United Nations received and digested this information, it often replied to Saybolt,
engaging in a dialogue on issues that arose in the course of contract performance. We regularly
communicated with the OIP regarding implementation issues, as well as with the Department of
Political Affairs (“DPA™), during the initial phases of our monitoring contract. As part of these
communications, Saybolt and the United Nations carried on an open dialogue about problems
with Iraqi infrastructure, and in particular a lack of fully functioning meters at monitoring
stations, which required Saybolt to resort to an alternative method of measuring oil exports.

U.N. OIOS Auditing of Management of Saybolt Contract

The invitation to this hearing indicates that the Subcommittee may want to discuss
findings expressed in a certain U.N. Office of Internal Oversight Services (“OIOS") audit report
of Saybolt recently made public by the U.N. Independent Inquiry Committee (“IIC”). Saybolt
welcomes the release of this and other reports, We have always been, and will continue to be, in
favor of more transparency in the investigation of the Program rather than less.

Although the IIC released the OIOS audit report, it did not release the rebuttal comments
of Saybolt and the U.N. OIP. As those rebuttals make clear, the OIOS audit relies upon the
mistaken assumption that if Saybolt costs turned out to be lower than anticipated, the United
Nations could recover the difference. That assumption is wrong. The risk that actual costs
would be higher was borne by Saybolt and the risk that actual costs would be lower was borne by
the United Nations. What the auditors failed to grasp was that the United Nations had entered
into a fixed-price contract with Saybolt, rather than a “cost plus” contract. Saybolt has produced
its rebuttal comments to this Subcommittee and would encourage their public release.

Thank you for your important work and the opportunity to address you today.
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UNITED NATIONS

Oil for Food Program Audits

What GAO Found

Before the United Nations established OIOS, the United States and other
member states had criticized its lack of internal oversight mechanisms. In
1993, the United States proposed the establishment of an inspector general
position within the United Nations and withheld U.S. funds until such an
office was established. In 1994, the General Assembly created OIOS and
tasked it with conducting audits, investigations, inspections, and evaluations
of U.N. programs and funds. OIOS has generally provided audit reports to
the head of the U.N. agency or program subject to the audit but also
provided certain reporis of interest to the General Assembly. However, this
limited distribution hampered member states’ efforts to oversee important
U.N. programs. In December 2004, the General Assembly directed OI0S to
publish the titles and summaries of all audit reports and provide member
states with access to these reports on request.

The audit reports released in January 2005 found deficiencies in the
management of the Oil for Food program and made numerous
recommendations. We identified 702 findings in these reports. Most reports
focused on U.N. activities in northem Iraq, the operations of the UN.
Compensation Cc ission, and the impl tation of U.N. inspection
contracts. In the north, OIOS audits found problems with coordination,
planning, procurement, asset nent, and cash For
example, U.N. agencies had purchased diesel generators in an area where
diesel fuel was not readily available and constructed a health facility subject
to frequent flooding. An audit of U.N.-Habitat found $1.6 million in excess
construction material on hand after most projects were complete. OIOS
audits of the U.N. Compensation Commission found poor internal controls
and recommended downward adjustments totaling more than $500 million.
The United Nations asserted that OIOS had limited audit authority over the
Commission. Finally, OIOS audits of the contractors inspecting Irag's oil
exports and commodity imports found procurement irregularities and
limited U.N. oversight.

OIOS' andits and summary reports revealed deficiencies in the management
and internal controls of the Oil for Food program. However, OIOS did not
exarmine certain headquarters functions~—particularly OIP’s oversight of the
contracts for central and southern Irag that accounted for 59 percent or
almost $40 billion in Oil for Food proceeds. The Independent Inquiry
Committee noted several factors that limited OIOS' scope and authority.
First, OIOS did not believe it had purview over the humanitarian contracts
because the sanctions committee approved the contracts. Second, the UN.
Office of the Irag Program steered OIOS toward programs in the field rather
than at headquarters. Third, the Office of the Irag Program refused to fund
an OlIOS risk assessment of its program management division, Finally, UN.
management and the Office of the Iraq Program prevented OIOS from
reporting its audit results directly to the Security Council.

United States ility Office
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Mr. Chairman and Members of the Subcommittee:

T am pleased to be here today to discuss our review of the internal audit
reports of the United Nations (U.N.) Oil for Food program.

Allegations of fraud and corruption have plagued the Oil for Food
prograra. As we have testified and others have reported, the former regime
gained illicit revenues through smuggling oil and obtaining illegal
surcharges and commissions on Oil for Food contracts. The United
Nations’ Independent Inquiry Committee was established in April 2004 to
investigate allegations of mismanagement and misconduct within the Oil
for Food program. In January 2005, the Coramittee released 58 internal
audit reports on the Oil for Food program conducted by the United
Nations’ Office of Internal Oversight Services (0I0S). On February 3, 2005,
the Committee issued an interim report on the procurement of U.N.
contractors, recipients of oil allocations, OIOS structure and activities, and
U.N. management of Oil for Food administrative expenses.’

Today, I will (1) provide information on OIOS’ background, structure, and
resources; (2) highlight the findings of the internal audit reports; and (3)
discuss limitations on the audits’ coverage.

To address these objectives, we analyzed the internal audit reports to
determine the reports’ audit coverage, findings, recommendations,
disposition of recommendations, and potential cost savings. We
catalogued the findings to determine common themes related to the
management of the Oil for Food program. We also reviewed the February
2005 Independent Inquiry Committee report. Appendix I contains an
explanation of our scope and methodology.

We conducted this review in January and February 2005 in accordance
with generally accepted government auditing standards.

Summary

Before the United Nations established OIOS, the United States and other
member states had criticized its lack of internal oversight mechanisms. In
1993, the United States proposed the establishment of an inspector general
position within the United Nations and withheld U.S. funds until such an

iy,
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office was established. In 1994, the General Assembly created OI0S and
tasked it with conducting audits, investigations, inspections, and
evaluations of U.N. programs and funds. OIOS has generally provided
audit reports to the head of the U.N, agency or program subject to the
audit. OIOS also provided certain reports of interest to the General
Assernbly. However, this limited distribution hampered member states’
efforts to oversee important U.N. programs. In December 2004, the
General Assemnbly directed OIOS to publish the titles and summaries of all
audit reports and provide member states with access to these reports on
request,

The audit reports released in January 2005 found deficiencies in the
management of the Oil for Food program and made numerous
recommendations to correct these deficiencies. We identified 702 findings
contained in the reports. Most reports focused on U.N. activities in
northern Irag, the operations of the U.N. Compensation Commission, and
the implementation of UN. inspection contracts. In the north, O10S audits
found problems with coordination, planning, procurement, asset
management, and cash management. For example, U.N. agencies had
purchased diesel generators in an area where diesel fuel was not readily
available and constructed a health facility subject to frequent flooding. An
audit of U.N.-Habitat found $1.6 million in excess construction material on
hand after most projects were complete. OIOS audits of the UN.
Compensation Commission found poor internal controls to prevent
enployee fraud, collusion, and illegal activities. In its 2004 assessment of
claims for war damages, OIOS recommended downward adjustraents
totaling more than $500 million. The UN.’s Office of Legal Affairs stated
that O10S’ audit authority did not extend to reviewing the Comunission’s
decisions. Finally, OIOS audits of the contractors inspecting Irag’s oil
exports and commodity iraports found procurement irregularities and
limited U.N. oversight.

OIOS’ audits and sumnmary reports revealed deficiencies in the
management and internal controls of the Oil for Food program. However,
OIOS did not examine certain headquarters functions—particularly the
Office of the Iraq Program’s oversight of the contracts for central and
southern Iraq that accounted for 59 percent or almost $40 billion in Oil for
Food proceeds. The Independent Inquiry Committee noted several factors
that limited OIOS’ scope and authority. First, OIOS did not believe it had
purview over the humanitarian contracts because the sanctions committee
approved the contracts. Second, the U.N. Office of the Iraq Program
steered OIOS toward programs in the field rather than at headquarters.
Third, the Office of the Iraq Program refused to fund an OIOS risk
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assessment of its program management division, Finally, UN,
management and the Office of the Iraq Program prevented the internal
auditors from reporting their audit results directly to the Security Council.

Background

In 1996, the United Nations and Iraq established the Oil for Food program
to address growing concerns about the humanitarian situation in Irag after
intemational sanctions were imposed in 1990. The program’s intent was to
allow the Iraqi government to use the proceeds of its oil sales to pay for
food, medicine, and infrastructure maintenance, and at the same time
prevent the regime from obtaining goods for military purposes. From 1997
through 2002, Iraq sold more than $67 billion in oil through the program
and issued $38 billion in letters of credit to purchase commodities.

The Oil for Food program initially permitted Irag to sell up to $1 billion
worth of oil every 90 days to pay for humanitarian goods. Subsequent U.N.
resolutions increased the amount of oil that could be sold and expanded
the humanitarian goods that could be iraported. In 1999, the Security
Council removed all restrictions on the amount of oil Iraq could sell to
purchase civilian goods. The United Naticons and the Security Council
monitored and screened contracts that the Iraqi government signed with
commodity suppliers and oil purchasers, and Iraq’s oil revenue was placed
in a U.N.-controlled escrow account. In May 2003, U.N. resolution 1483
requested the U.N. Secretary General to transfer the Oil for Food program
to the Coalition Provisional Authority by Noveraber 2003. The United
Nations allocated 59 percent of the oil revenue for the 15 central and
southern governorates, which were controlled by the central government;
13 percent for the 3 northem Kurdish governorates; 25 percent for a war
reparations fund for victims of the Iraq invasion of Kuwait in 1990; and 3
percent for U.N. administrative costs, including the costs of weapons
inspectors.

In central and southern Iraq, the Iraqgi government used the proceeds from
its oil sales to purchase food, medicines, and infrastructure supplies and
equipment. The Iragi government negotiated directly with suppliers and
distributed food in accordance with its Public Distribution System, a food
ration basket for all Iragis. In northern Iraq, nine U.N. agencies
iraplemented the program, primarily through constructing or rehabilitating
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schools, health clinics, power generation facilities, and houses.? Local
authorities submitted project proposals to the United Nations to consider
and implement. The Iragi government in Baghdad procured bulk food and
medicines for the northern region, but the World Food Program and the
World Health Organization were responsible for ensuring the delivery of
these items.

From 1997 to 2002, the Oil for Food program was responsible for more
than $67 billion of Iraq’s oil revenue. Through a large portion of this
revenue, the United Nations provided food, medicine, and services to 24
million people and helped the Iragi government supply goods to 24
economic sectors. In February 2002, the United Nations reported that the
Oil for Food program had considerable success in sectors such as
agriculture, food, health, and nutrition by arresting the decline in living
conditions and improving the nutritional status of the average Iraqi citizen.

OIOS History,
Organization, and
Resources

Prior to the creation of OIOS, the United States and other member states
had expressed concern about the ability of the United Nations to conduct
internal oversight. In 1994, the General Assembly established OI0S to
conduct audits, evaluations, inspections, and investigations of UN.
programs and funds. Its mandate reflects many characteristics of U.S.
inspector general offices in purpose, authority, and budget. Since its
inception, OIOS has submitted its audit reports to the head of the unit
being audited for action and only forwarded to the Secretary General
those reports in which program officials disagreed with audit
recommendations. It also provided certain reports to the General
Assembly. However, in Deceraber 2004, the General Assembly passed a
resolution requiring OIOS to publish the titles and summaries of all audit
reports and provide member states with access to these reports on
request.

Events Leading to the
Creation of 0108

Before the OIOS was created in July 1994, the United States and other U.N.
member states, the U.S, Congress, and the Government Accountability
Office (GAO) had expressed concern about the United Nations'
management of its resources and had criticized the inadequacies of its

*The Food and Agriculturat Organization; Internationat Telecommunications Unjon; UN.
Development Program; U.N. Children's Fund; U.N. Educational, Scientific, and Cultural
Organization; U.N.-Habitat; UN. Office for Project Services; World Health Organization;
and World Food Program.

Page 4 GAOQ-05-346T



153

internal oversight mechanisms. In response, the Secretary General
established the Office for Inspections and Investigations in August 1993
under the leadership of an Assistant Secretary General. However, member
states-—primarily the United States—wanted a more autonomous
oversight body with greater authority.

In November 1993, the U.S. Permanent Representative to the United
Nations proposed the establishment of an “office of inspector general” to
the General Assembly. The office would be headed by an “inspector
general” who, although an integral part of the Secretariat, would carry out
his/her responsibilities independently of the Secretariat and all U.N.
governing bodies. According to the proposal, the office would support
member states and the Secretary General by providing independent advice
based on an examination of all activities carried out at all UN.
headquarters and field locations financed by the regular budget,
peacekeeping budgets, and voluntary contributions. At the same time, the
new office would have external reporting responsibilities.

In April 1994, Congress enacted Public Law 103-236, which required
certain funds to be withheld from the United Nations until the President
certified that it had established an independent office of inspector general
to conduct and supervise objective audits, investigations, and inspections.
The legislation stated, among other things, that the inspector general
should have access to all records, documents, and offices related to UN.
programs and operations. The legislation also called for the United
Nations to have procedures to (1) ensure compliance with the inspector
general office’s reconumendations and (2) protect the identity of, and
prevent reprisals against, any staff members making a complaint,
disclosing information, or cooperating in any investigation or inspection
by the inspector general’s office.

After a series of negotiations among member states, including the United
States, a compromise was reached. The General Assembly, in July 1994,
approved a resolution creating OIOS within the U.N. Secretariat. OIOS'
mandate reflects many of the characteristics of U.S. inspector general
offices in purpose, authority, and budget. For example, OI0S staff have
access to all records, documents, or other material assets necessary to
fulfill their responsibilities,

OIOS’ reporting mandate calls for it to submit reports to the Secretary
General and the General Assembly. Since its inception, OIOS has generally
submitted its reports to the head of the unit audited. If program officials
disagreed with the report’s recommendations, the report was submitted to
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the Secretary General. However, beginning in 1997, OI0S began listing all
its reports in its annual reports to the General Assembly and briefing
representatives of member states interested in a particular report. It also
provided certain reports of interest to the General Assembly. Further
transparency over OIOS audit reports occurred in December 2004 when
the General Assembly approved a resolution calling for OIOS to include in
its annual and semi-annual reports the titles and brief summaries of all
OlIOS reports issued during the reporting period. OIOS was also directed
to provide member states with access to original versions of OIOS reports
upon request.’

OIOS Organization and
Staffing

As of June 2004, OIOS had 180 posts, including 124 professional staff and
56 general service staff. Staff work in four operational divisions: Internal
Audit Divisions I and If; the Monitoring, Evaluation, and Consulting
Division; and the Investigations Division. The 58 audit reports released on
January 9, 2005, reflect the work of Internal Audit Division I, which
contained a separate unit for Irag-related work. For 2004, O10S’ resources
totaled $23.5 million.

0OlI0S generally conducts four types of activities: audits, evaluations,
inspections, and investigations. Audits determine if internal controls
provide reasonable assurance of the integrity of financial and operational
information and whether rules are followed and resources are
safeguarded. Audits also identify ways to improve the efficient use of
resources and the effectiveness of program management. OIOS’ internal
audit divisions adhere to the Standards for the Professional Practice of
Internal Auditing in the United Nations.’ These standards regulate issues
related to independence, objectivity, proficiency, management, and the
code of ethics and rules of conduct for auditors.

Inspections address mandates, management issues, or areas of high risk,
make recommendations, and are generally submitted through the
Secretary General to the General Assembly. Evaluations assess the
relevance, efficiency, effectiveness, and impact of a program'’s outputs and

*Review of the Impl ion of General 4 bly resolutions 48/218B and 54/244,”
A/59/649, para.1(c) (Dec. 22, 2004).

“As promulgated by the Institute of Internal Auditors and adopted by the Rep. ives of
Internal Audit Services of the United Nations Organizations and Multilateral Financial
Institution.
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activities against its objectives. These reports are addressed to the
intergovernmental body—normally the Committee for Program and
Coordination or the General Assembly-—that requested the evaluation.

Investigations staff follow up on reports of possible violations of rules or
regulations, mismanagement, misconduct, waste of resources, or abuses of
authority. OIOS also monitors program performance and prepares the
Program Performance Report of the Secretary General, which is submitted
to the General Assembly every 2 years.

The complexity and diversity of the U.N. Oil for Food program and
associated risks called for adequate oversight coverage. In 2000, OI0S
established the Iraq Program Audit Section within the Internal Audit
Division. The Independent Inquiry Committee report stated that the
number of auditors assigned to Oil for Food audits increased from 2 in
1996 to 6 in 2002 and 2003. OIOS’ audit responsibilities extended to the
following entities involved in Iraq operations:

Office of the Iraq Program (OIP) in New York;

U.N. Office of the Humanitarian Coordinator in Irag;

U.N. Compensation Commission (UNCC);

U.N. Monitoring, Verification, and Inspection Commission;

U.N. Human Settlement Program (U.N.-Habitat) Setilement Rehabilitation
Program in northern Irag;®

U.N. Guards Contingent in Iraq; and

U.N. Department of Management.

0108 provided audit coverage for U.N.-Habitat; the other 8 U.N. agencies implementing
programs in northern Irag were audited internally by their respective departments.
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Audits Show
Recurring
Management
Weaknesses

The OIOS audits revealed a number of deficiencies in the management of
the Oil for Food program and its assets and made numerous
recorumendations to correct these deficiencies. The audits focused
primarily on Oil for Food activities in northern Iraq and at the U.N.
Compensation Commission. OIOS also conducted audits of the three UN.
contracts for inspecting commodities coming into Iraq and for
independent experts to monitor Irag’s oil exports.®

We identified a total of 702 findings contained in the reports across
numerous programs and sectors, Weaknesses and irregularities were
common in planning and coordination, procurement, and asset and cash
management. Appendix I contains the summary data of our analysis and a
description of our scope and methodology. Our summary below focuses
on key findings for the areas that received the most audit coverage—
activities in northern Irag and the UN. Compensation Commission. We
also highlight findings from the audits of the inspections contracts.

U.N. Oil for Food Program
in Northern Iraq

The OIOS audits that reviewed U.N. activities in northern Irag found
problems with planning and coordination, procurement, and asset and
cash management.

In 2004, OIOS reported that U.N.-Habitat had not adequately coordinated
with other U.N. agencies in providing essential services for its housing
projects. For example, U.N.-Habitat provided high-capacity generators but
had not contacted the U.N, Development Program——the entity responsible
for the power sector-—to provide electric power connections. OIOS also
found that about 3,200 houses were unoccupied for extended periods due
to a lack of coordination with agencies providing complementary services.

An August 2000 report noted a lack of planning that resulted in the
questionable viability of some Oil for Food projects in northern Irag, For
example, six diesel generators were procured in an area where diesel fuel
was not readily available. In addition, local authorities would not accept a
newly constructed health facility subject to flooding. A Decernber 2000
report also noted that highways and a sports stadium were built in

Of the 58 reports, 26 reported on activities related to the program northern Iraq, 19 audited
the UNCC, 8 addressed liquidation issues, 3 audited the contracts for inspecting oil exports
and goods coming into Irag, and 2 reviewed the U.N. Treasury's management of funds. The
Ind dent Inquiry C i also rel 1 2 summary reports, one of which had been
drafted by OIOS but not issued.
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violation of criteria established by the Security Council and the Iragi
government.

In November 2002, OIOS reported that almost $38 million in procurement
of equipment for the U.N.-Habitat program was niot based on a needs
assessment. As a result, 51 generators went unused from September 2000
to March 2002, and 12 generators meant for project-related activities were
converted to office use, In addition, OIOS reported that 11 purchase orders
totaling almost $14 million showed no documentary evidence supporting
the requisitions.

In 2002, O10S found that the U.N-Habitat program lacked a proper asset
inventory system and that no policies and procedures governing asset
management were evident. As a result, the value of assets was not readily
available. In one case, $1.6 million in excess construction material
remained after most projects were complete.

OI0S also reported that a lack of effective cash management policies
meant that project funds were misused or put at risk. In a March 2000
audit, OIOS reported that the U.N. Development Program’s country office
used $500,000 in project funds for office expenses without authorization or
proper documentation. A February 2002 audit found that the office in Erbil
put at risk $600,000 to $800,000 in cash due to a lack of cash management
policies.

U.N. Compensation
Commission

The U.N. Compensation Commission (UNCC), a subsidiary unit of the
Security Council, was established in 1891 to process claims and provide
compensation for losses resulting from Iraq’s invasion and occupation of
Kuwait. Compensation is payable from a special fund that initially received
30 percent of the proceeds from Iragi oll sales. The claims are resolved by
panels, each of which is made up of three commissioners who are experts
in law, accounting, loss adjustment, assessment of environmental damage,
and engineering, according to UNCC,

The UNCC received more than 2.6 million clairs for death, injury, loss of
or damage to property, commnercial claims, and claims for environmental
damage resulting from Iraq’s invasion of Kuwait in 1991, As of December
2004, all but about 25,000 of these claims had been resolved, and almost
$19 billion had been paid in compensation, according to UNCC.

In a July 2002 risk assessment of UNCC, OIOS found that controls to
prevent employee fraud were marginal, operations required close
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monitoring to prevent possible collusion, possibilities existed for illegal
activities, and payment processing controls were inadequate. The report
concluded that the overcompensation of claims and irregular or fraudulent
activities could lead to significant financial risks.

Ol0S audits identified weaknesses in UNCC’s management of claims
processing and payments resulting in recorimended downward
adjustments of more than $500 million. For exaraple, in a September 2002
audit, OIOS found potential overpayments of $419 million in compensation
awarded to Kuwait. OIOS identified duplicate payments, calculation
errors, insufficient evidence to support losses, and inconsistent
application of claims methodology.

In a December 2004 audit, OIOS found that using the exchange rate against
the U.S. dollar on the date of the claimed loss, rather than the date of
payment as consistent with U.N, financial rules and regulations, had
resulted in substantial overpayments. OIOS estimated that the likely
overpayments were about $510 million.

Previously in 2002, UNCC had challenged OIOS' audit authority. In a legal
opinion on OIOS’ authority requested by UNCC, the U.N. Office of Legal
Affairs noted that the audit authority extended to computing the amounts
of compensation but did not extend to reviewing those aspects of the
panels’ work that constitute a legal process. However, OIOS disputed the
legal opinion, noting that its mandate was to review and appraise the use
of financial resources of the United Nations, OIOS believed that the
opinion would effectively restrict any meaningful audit of the claims
process.

As a result of the legal opinion, UNCC did not respond to many OIOS
observations and recommendations, considering them beyond the scope
of an audit, According to OIOS, UNCC accepted about $3.3 million of the
more than $500 million in recommended claims reductions. On the audit of
$419 million in potential overpayments to Kuwait, OIOS noted that it
received the workpapers to conduct the audit 8 days after the award was
made.

Contracts to Inspect Oil
Exports and Commodity
Deliveries

To help ensure that the proceeds of Iraqg’s oil sales were used for
humanitarian and administrative purposes, the United Nations contracted
with companies to monitor Irag’s oil exports and commodity imports.
OI0S audits of these contracts revealed procurement problems and poor
contract management and oversight by OIP.
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The United Nations contracted with Saybolt Eastern Hemisphere B.V, to
oversee the export of oil and oil products from Irag through approved
export points. At the time of the audit report in July 2002, the estirated
total value of the contract was $21.3 million, with an annual contract value
of $5.3 million. OIOS found that OIP had made no inspection visits to Irag
and posted no contract management staff in Irag. However, OIP had
certified that Saybolt’s compliance with the contract was satisfactory and
approved extensions to the contract. In addition, OI0S estimated that the
United Nations paid $1 million more than was necessary because
equipment costs were already built into the inspectors’ daily fee structure.
OI0S asserted that these costs should have been charged as a one-time
expenditure. OIOS recommended that OIP recover the $1 million paid for
equipment and that future contracts provide for equipment purchases as
one-time expenditures. OIP did not respond to the auditors’ first
recommendation and did not agree with the second recommendation.

The first contract for inspecting imported commodities was with Lioyds'
Register Inspection Ltd.; the initial 6-month contract was for $4.5 million,
and the total value of the contract increased to more than $25 million by
July 1999. Lloyds’ agents were to monitor, verify, inspect, test, and
authenticate humanitarian supplies imported into Iraq at three entry
points.

In July 1999, OIOS found deficiencies in OIP’s oversight of Lloyds’
contract. OIP had certified Lioyd’s invoices for payment without any on-
site verification or inspection reports. OIOS reported that Lloyds’ used
suppliers’ manifests to authenticate the weight of bulk cargo and did not
independently test the quality of medicines and vaccines supplied. In
responding to the audit’s findings, OIP rejected the call for on-site
inspections and stated that any dissatisfaction with Lloyds’ services should
come from the suppliers or their home countries.

OIP awarded a new contract to Cotecna Inspection S.A. Similar to Lioyd's,
Cotecna was to verily that the description, value, quantity, and quality of
supplies arriving in Iraq were in accordance with the criteria established
by the sanctions committee. In April 2003, OIOS cited concerns about
procurement issues and amendments and extensions to Cotecna’s original
$4.9 million contract. Specifically, OIOS found that, 4 days after the
contract was signed, OIP increased Cotecna’s contract by $356,000. The
amendment included additional costs for communication equipment and
operations that OIOS asserted were included in the original contract. OIP
agreed to amend future contracts to ensure that procurement documents
include all requirements, thus eliminating the need to amend contracts.
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Various Factors
Affected Audit
Coverage and
Effectiveness

OIOS' audits and surmary reports revealed a number of deficiencies in
the management and internal controls of the Oil for Food program,
particularly in northern Irag. The reports also identified problems in
UNCC’s claims processing resulting in significant overpayments. However,
OI0S did not examine certain headquarters functions responsible for
overseeing the humanitarian commodity contracts for central and
southern Iraq. Limitations on OIOS’ resources and reporting hampered its
coverage of the Oil for Food program and its effectiveness as an oversight
tool.

0108 did not examine certain headquarters functions—particularly OIP’s
oversight of the contracts for central and southern Irag that accounted for
59 percent or almost $40 billion in Oil for Food proceeds. The Iraqi
government used these funds to purchase goods and equipment for central
and southern Iraq and food and medical supplies for the entire country. As
we reported in 2004, the Iragi government's ability to negotiate contracts
directly with the suppliers of commodities was an important factor in
enabling Iraq to levy illegal commissions.’

OIP was responsible for examining contracts for price and value at its New
York headquarters. In addition, the U.N. sanctions committee reviewed
contracts primarily to remove dual-use items that Irag could use in its
weapons programs. However, it remains unclear which U.N. entity
reviewed Irag contracts for price reasonableness.

OI0S did not assess the humanitarian contracts or OIP’s roles and
responsibilities and its relationship with the sanctions committee. O10S
believed that these contracts were outside its purview because the
sanctions committee was responsible for their approval. OIP management
also steered OIOS toward program activities in Iraq rather than
headquarters functions where OIP reviewed the humanitarian contracts.

Even when OlOS requested funds to conduct an assessment of OIF
operations, the funds were denied. For example, in May 2002, OIP’s
executive director did not approve a request to conduct a risk assessment
of OIP's Program Management Division, citing financial reasons. The
Conunittee also noted that the practice of allowing the heads of programs

"U.8. General Accounting Office, United Nations: Observations on the Ol for Food
Program and Areas for Further Investigation, GAO-04-953T (Washington, D.C.: July 8,
2004).
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the right to fund internal audit activities leads to excluding high-risk areas
from internal audit examination. The Committee therefore recommended
that the Internal Audit Division’s budgets and staffing levels for all
activities be submitted directly to the General Assembly.

In addition, OIOS assigned only 2 to 6 auditors to cover the Oil for Food
program. The Committee found that this level of staffing was low
compared to OIOS' oversight of peacekeeping operations. In addition, the
U.N. Board of Auditors indicated that 12 auditors were needed for every
$1 billion in U.N. expenditures. The Committee concluded that the Oil for
Food program should therefore have had more than 160 auditors at its
height in 2000, However, the Comumittee found no instances in which OIOS
communicated broad concerns about insufficient staff levels to U.N.
management.

0I0S also encountered problems in its efforts to widen the distribution of
its reporting beyond the head of the agency audited. In August 2000, OIOS
proposed to send its reports to the Security Council. However, the
Committee reported that the OIP director opposed this proposal, stating
that it would compromise the division of responsibility between internal
and external audit. In addition, the U.N. Deputy Secretary General denied
the request and OIOS subsequently abandoned any efforts to report
directly to the Security Council.

Conclusion

The internal audits provide important information on the management of
the Oil for Food program, particalarly in the north, and on the

man t of the cc ission that comp claims for war damages
with proceeds from Iraq’s ol sales—two areas that have received little
public attention. The reports also broaden the findings of the Independent
Inquiry Committee’s report, particularly with respect to the inadequacies
in the award of the oil and customs inspections contracts. However, many
unanswered questions remain about the management and failings of the
Oil for Food program, particularly the oversight roles of OIP and the
Security Council's sanctions committee.

Mr. Chairman, this concludes my prepared statement. I will be happy to
answer any questions you or the other Subconunittee members may have.

Page 13 GAO-05-346T
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Appendix I: Summary of OIOS Audit Findings
and Recommendations

We reviewed the 58 reports released by the Independent Inquiry
Committee to determine the scope of the audits and the issues addressed
in the reports’ findings and recommendations. We created a data base of
information from 50 reports to identify the program elements that the
audits reviewed, the findings of each audit, and the recommendations for
improvement.' To identify audit scope, we identified the extent to which
the audits addressed Oil for Food headquarters operations, U.N.
Secretariat Treasury operations in New York, U.N. operations in the
northern Irag, and the U.N. Compensation Commission for disbursing
claims for damage caused by the 1991 Persian Gulf War. To determine the
range of issues addressed by the audits, we identified the kinds of issues
raised by the findings and determined that the audits addressed the
following issues: (1) procurement and contract management and
oversight; (2) financial management, including financial controls,
management of funds, and procedures for payments; (3) asset
management, including inventory, and the management of fixed assets
such as vehicles, buildings, and supplies; (4) personnel and staffing; (5)
project planning, coordination, and oversight; (6) security; and (7)
information technology. We established a protocol to identify findings for
data input, and we identified specific recommendations in the audit
reports. To ensure consistency of data input, a data base manager
reviewed all input, and all data input was independently validated. Table 1
presents the summary of overall findings and recommendations in 0108
reports. Table 2 presents these findings by area of U.N. operation.

'We did not include in the data base information from the six audits that addressed the
liquidation and shutdown of the Oil for Food program in 2003, These reporis focused on
the termination rather than the operations of the Oil for Food program. We also did not
include information from the two summary reports b they included di ions of
findings documented in previous audits. However, we reviewed these reports to help
identify overall areas of concern and lessons learned, and we incorporated information and
observations from the summary reports into our statement.
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Table 1: Number of Findi and R

Finding Subject

in 50 U.N. OI0S Reports by

Finding subject F ds

Asset management 34 32
Financial management 226 212
Information technology 26 22
Planning, coordination, and oversight 66 63
Procurement/contract management and oversight 219 212
Personnel and staffing 79 74
Security 52 52
Total 702 667

Source: GAO analysis of 50 OIOS reports on various Uil for Food program and UNCC activilies.

Table 2: Number of Findings and Ri

in 50 U.N. OlOS Reports for
Selected Oil for Food Program and Related Activities

Activities Finding subject

m

UN Assel management 2 2
headquarters Financial management 4 4
Information technology [} 0
Planning, coordination, and oversight 9 9
Procurement/contract management and 54 52
oversight
Personnel and staffing 2 2
Security [¢] 0
Subtotal kgl 69
Northern iraq ~ Asset management 29 27
Financial management 93 93
Information technology 9 2
Planning, coordination, and oversight 53 &1
Procurement/contract management and 153 150
oversight
Personnel and staffing 41 39
Security 52 52
Subtotal 430 a1
Treasury Asset management 1 1
Financial management 27 27
information technology 2 2
Page 15 GAO-05-346T
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(320833)

Activities Finding subject Finding:
Planning, coordination, and oversight 1 0
Procurement/contract management and 4 0
oversight
Personnel and staffing 1 1
Security 0 [¢]
Subtotal 32 31
UNCC Asset management 2 2
Financial management 102 88
Information technology 15 1
Planning, coordination, and oversight 3 3
Procurement/contract management and 12 10
oversight
Personnel and staffing 35 32
Security 0 ]
Subtotal 169 146
Source: GAD analysis of 50 OIOS rapors on various O for Food program and UNCC actvites.
Page 16 GAO-05-346T



165

Statement by Stafford Clarry
Former United Nations staff member in Iraq on the Oil-for-Food Program
before the United States Senate Permanent Subcommittee on Investigations
15 February 2005

Mr. Chairman, distinguished members of this committee, thank you for your invitation
to testify before you today. | am honored to be here at this time.

My reason for accepting your invitation is to help broaden the knowledge and
deepen the understanding of the workings of the oil-for-food program in Iraq, with
particular reference to the Kurdistan region where | lived and served throughout the
duration of the program. The Kurdistan region includes the Governorates (provinces)
of Duhok, Erbil, and Suleimaniyah that have been administered since 1992 by the
Kurdistan Regional Government (KRG).

1 went to Irag in 1991 with over 20 years of field operational experience in South Asia
and East Africa, and added 15 years in the Middie East. | began international service
with the Peace Corps after completing undergraduate studies. Before going to Iraq |
completed graduate studies in public administration. | served with three UN agencies
in lraq beginning with UNHCR, the UN refugee agency, during the 1981 Kurdish
refugee crisis. Actually, at that time | began in Turkey at the Incerlik Airbase as UN
liaison officer in the headquarters of Operation Provide Comfort with Generals
Shalikashvili, Jamerson, and Zinni. During that successful operation, after hundreds
of thousands of Kurdish refugees returned to lraq from Turkey and lran | was
reassigned to Baghdad for a year to work on reconstruction and resettlement.

Later, | accepted an assignment in the Kurdistan region with the newly created UN
Department of Humanitarian Affairs (DHA) coordinating humanitarian activities of UN
agencies and NGOs. At that time, 1993-1996, before the oil-for-food program began
the main UN agencies were UNICEF and WFP. Also present were FAO, WHO, and
UNESCO but they had relatively very small programs. | was also the area security
coordinator focusing with UNGCI (UN Guards) on the security of UN staff and
facilities. | continued serving with the UN until the December 1998 bombing of Iraq
after which the Saddam regime would neither issue nor extend visas to UN staff
members who were American or British citizens.

Prior to the start of the oil-for-food program my area of operation was two of the
three provinces administered by the KRG. | was based in Erbil but also lived in
Duhok. When the oil-for-food program began and more agencies and staff were
assigned to the region, my DHA assignment morphed into a UNOHCI assignment
and | elected to be assigned to Duhok where Sayboit was monitoring oil exports at a
pipeline metering station, Lloyds Register was certifying imports at the Irag-Turkey
border, and 12 UN agencies were functioning plus some NGOs. Later, due to my
interest in reconstruction and resettlement | served directly with UN-Habitat for about
4 months. When service with the UN in Iraq was terminated by the Saddam regime |
continued on the oil-for-food program as advisor to the KRG assisting them in
relating to the UN, working with 9 ministries that were responsible for services that
the program was supporting. | was, thus, affiliated with the oil-for-food program from
its start in 1996 until its conclusion in 2003.
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My macro purpose in being here is to support an urgent and long overdue, persistent
need for radical reformation of the UN's operational culture. | believe the United
Nations to be a critically important international institution which has its place in
adding substantial value to the human condition. My micro and more intensive
purpose is to contribute to the process of ensuring that the Iraqi people receive fully
what they are entitled to, and that at least one of the five escrow amounts is clearly,
comprehensively, and completely accounted for. | think pursuing the micro purpose
is one key to the macro purpose being fulfilled.

My focus has been the Kurdistan region and the 13% account that funded activities
to meet the humanitarian needs of the people of that region. The goal is to see a
clear, comprehensive, and complete account of all eamings and all expenditures
associated with the 13% account.

While the oil-for-food program was intended to provide benefits to the Iragi people, it
also handed them major losses. Keeping the focus on the Kurdistan region, the first
loss occurred when the region was allocated only 13%. The Security Council
resolution authorizing the oil-for-food program (986 of 1995) allowed 13% to 15% for
its people. According to the Government of Irag’s own population figures officially
submitted to the UN and endorsed by the Secretary General the people of Kurdistan
were entitled to an amount higher than the minimum 13%.

The overarching financial challenge for the Kurdistan region has been determining
exactly where it stood in terms of eamings, allocations, and expenditures. Over the
7-year program period the KRG never ceased trying to obtain the simplest of basic
financial data. But it failed. The KRG could only generate estimates based on tidbits
of data and information it was able to extract from the UN -- a few from the UN-OIP
website and a few from the news.

The KRG estimates that Kurdistan is entitled to approximately $9 biltion, which is the
sum of estimated oil sale earnings, estimated interest on unspent funds, and
estimated gains on currency exchange. The KRG was able to estimate that by the
end of December 2002 only about $4 billion had been spent. it was always ail about
estimates, never about hard data. Please see two attachments (2 pages):

Qil Sales and UN Allocation Accounts , 13% Account — Only 50% Actually Spent

The only financial data officially received by the KRG was a table of funds allocated
to each UN agency and another table of funds allocated to each sector (heaith,
education, water & sanitation, electricity, agriculture, etc.), in April 2002. No tables of
expenditures against these same allocations were received. No data on earnings
and deductions for pipeline fees were received. No data on bank interest and gains
on currency exchange were received. Please see the attachments (4 pages):

(ESC) 13% Account Allocations Phases 1-IX By Agency , (ESC) 13% Account
Expenditures Phases 1-IX_ By Agency , (ESC) 13% Account Allocations Phases |-1X
By Sector , (ESC) 13% Account Expenditures Phases I-1X By Sector

To the best of my knowledge, the KRG never saw any audit reports. While there was
always a lot of field action implementing projects in all sectors, there was always the
Jooming absence of clear financial data and a persistent frustration that progress was
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excessively slower than necessary. Without hard data, it was next to impossible to
make cogent arguments that would help to improve performance.

The recent release of some audits reports is refreshing in the sense that it appears
that part of the UN was professionally concerned about the same factors that
concerned the KRG. The audit reports on the electricity sector, for example, on
DESA, reveal a focus on program and project management aspects that is indeed
enlightening. All audits are important, but some are excessively clerical, overly
preoccupied with dotting i's and crossing t's and not very helpful for improving
program performance.

The audits released so far focus on only two UN implementing agencies, DESA and
UN-Habitat. Audits of the others would also be helpful: FAO, ITU, UNDP, UNESCO,
UNICEF, UNOPS, WFP, and WHO. It would also be helpful if investigators would
critically review the 90-day and 180-day reports submitted by OIP to the Security
Council. What did they really say about program performance, problems being
encountered, and the status of accounts? What questions could have, or should
have, been asked by the Security Council based on these reports?

We also need to see program audits that assessed the construction of housing units
over time compared to the number of families living in substandard conditions,
amount of potable water per day per person being delivered, amount of electricity
being supplied per household, the availability of classrooms and schoot supplies per
student, medical supplies being delivered compared to treatments needed for
ilinesses and injuries, nutrition delivered against nutritional requirements, etc. And it
would have been helpful if cost-benefit analyses were done to test that earnings,
expenditures, and benefits were on track and waste minimized. For example, the
procurement of food by the Saddam regime needed to be examined closely,
especially wheat which was imported under the program, produced locally and
procured by the regime, and imported commercially.

Soon after the fall of the Saddam regime nearly two years ago unspent funds
estimated at $5 billion belonging to the people of Kurdistan were transferred by the
UN to the DF! (Development Fund for Irag) managed by the US-CPA (Cealition
Provisional Authority). In pursuing its full entittement the KRG had some success
with the CPA and has since received part of the balance, approximately $2 billion of
the unspent funds in the 13% account. The remainder was lumped together in the
DF! with funds from other sources.

The people of Kurdistan remain entitled by Security Council resolutions, which have
the force of international law, to an estimated $3 billion. No subsequent resolution
has rescinded or superceded this entitlement. Due to genocidal policies of the
Saddam regime since the 1960s the region deserves all the funds to which it is
entitled. About 25% of the region's nearly 4 million people remain displaced with
about 50,000 families still living in substandard conditions. For example, in
November 1991 more than 100,000 Kurds were forcibly displaced from the Kirkuk
area into KRG-administered territory. Compared with the rest of the country, the
region’s child mortality rate was 43% higher and infrastructure development was
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severely neglected. Though the region has made substantial reconstruction and
resettlement progress since 1991, especially under the oil-for-food program, much
more remains to be done than has been achieved so far.

Attached are a two-page narrative summary and a table listing factors to be
examined in order for the people of the Kurdistan region to know exactly where they
stand regarding their oil-for-food finances and, especially, the unspent funds to which
they remain entitled. Please see the narrative (2 pages), SCR-986 Qil-for-Food
Program: Unspent Funds in 13% Account, and the table (1 page), UN SCR-986 Oil-
for-Food Program: 13% Account Summary. | believe that the process of filling in the
blank spaces would be educational and revealing to investigators, and helpful to the
people of Kurdistan. We have tried being dentists in extracting basic financial data
for years. The data, however, is impacted and requires another type of dental
surgery that the KRG is not equipped to do.

In the Kurdistan region, ten UN agencies administered the oil-for-food program on
behalf of the Saddam regime. The KRG supported the program with over 100,000
civil servants, extensive facilities including warehouses and other buildings, and
provided communication, security and other basic services, without charge. Ten
KRG ministries supported 10 UN agencies in addressing humanitarian needs in 12
sectors. Without KRG support the UN could not have implemented the program in
Kurdistan. The UN, however, set up a parallel administrative structure and hired local
staff away from the government and public universities at salaries that were ten to
fifty times higher than what the KRG was able fo pay.

In center-south lraq, the Saddam regime negotiated procurement contracts, the
“661” Sanctions Committee approved them, and the UN paid the bills. In effect, the
regime selected the country, contractor, and price to pay. Global bidding was not
required of the regime. In the Kurdistan region, however, though UN agencies
responsible for implementing the program were obliged by UN rules and regulations
to procure humanitarian goods and services in accordance with giobal bidding
procedures, this applied to only 60% of the funds available to the region.

The balance 40% was put under the control of the Saddam regime. Nearly $3 billion
(separate from the estimated outstanding balance) of Kurdistan’s entitlement was
allocated to the regime to spend on food, medicines, and oil spare parts. The regime
procured food and medicines for the whole country and sent shares to Kurdistan. In
addition, amounts for spare parts for Irag’s oil industry, which was completely under
regime control, were charged to Kurdistan's 13% account. Oil spare parts should
have been charged like pipeline fees, “off the top” with the balance from oil sales
being divided among all five escrow accounts. Instead, the people of Kurdistan paid
27% to 37% more per capita than the people of center-south lraq.

These are a few of the losses peculiar to the 13% account. Other losses included
those applicable to other escrow accounts: losses due to undercharges on oil
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exports and overcharges on goods imports, substantial interest earned on 13%
account funds that went somewhere else, gains on currency exchange that were
apparently used for ather purposes, costs to the 13% account that should have been
charged fo the 2.2% account, goods paid for but not received, etc. etc. etc. Some of
these are described below.

Examination of the oil-for-food program with its myriad aspects offers the strongest
opportunity to radically reform the UN’s operational culture which is widely regarded
by many both inside and outside the organization to be unacceptably deficient. Some
may see it to be hopelessly uncorrectable. This $70 billion opportunity can be better
realized if investigations focus carefully, comprehensively, and clearly on the
program's losses suffered by the iraqi people. The losses need to be credibly
calculated and assessed, responsibility determined and assigned, and compensation
paid in restitution to the Iraqi people.

It is the impact of financial penalty and restitution that will cause sustainable reform.
If we are seeking an operationally reformed UN that is credibly and transparently
effective in adding value to the human condition, changing or firing or suspending
personnel may dramatically highlight the problem but certainly it will not solve it. The
Iragi people have suffered through decades of creatively cruel and vicious injustices
from the inside. Their suffering should not be compounded by the international
community imposing its weaknesses on them from the outside.

The problem centers on the UN operational culture, the manner and means by which
the UN conducts its critically important everyday business. The UN has access to the
best and the brightest people in the world. To its international civil servants the UN
offers compensation that exceeds what most, if not all, national governments offer
their own civil servants. More significantly, the UN offers opportunity to qualified,
experienced, and dedicated people from everywhere to serve the highest human
ideals anywhere. Some staff members are indeed successful despite the UN being
an organization where the operational environment is chronically and inordinately
frustrating to an extent that their effectiveness is severely compromised.

An interjection. The UN is not a monolithic corporate entity with divisions and
branches. In many ways, it's a typical bureaucracy with turf battles, one part not
coordinating with another, and one floor not talking to another. Some UN agencies
are autonomous, built on their own keel and running under their own steam. The UN
is indeed a fleet, but with an admiral without real command and control. There is a
common UN system, but different UN organizations apply common rules and
regulations differently. Moving the fleet in a concerted manner toward a common
goal is more analogous to herding cats.

The UN is “We the Peoples . . .” and the oii-for-food program begins and ends with
the Iraqi people. 1t was their money, not the UN’s or the US's or any other member
state’s or combination thereof. Qil-for-food funds were trust funds belonging to the
Iraqi people, handled by the United Nations as their trustee.

We really do not know precisely how well or how badly the UN handled their money,
but we can find out. We have strong indications though, anecdotal and from audit
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reports, that it was handled quite badly, and that the Iraqi people lost many hundreds
of millions of dollars. More importantly, the Iraqi people lost the benefits those funds
could have provided during a prolonged period of international trade sanctions,
national economic decline, and acute personal hardship.

Iraq is inherently a very rich and strong country. {ts richness and strength reside far
beyond its petroleum wealth and its water resources. Its real strength lies in its very
technically competent, educated, skilled, and hardworking people. Proportionately,
fraq may have more qualified engineers than the United States. Certainly,
proportionately, Iraq has more women engineers than the US; half the engineers in
Iraq are women. Iraqis excel at logistics and accounting — they transport, warehouse,
and account with dispatch. They deliver.

Iraqis are builders. | was in Baghdad following the 1991 war. Major damage was
done to refineries, power plants, water pumping stations, bridges, major buildings,
and other civil service facilities. When | returned in 1993 following an 8-month
absence between UN assignments a magic wand performance had occurred. Under
sanctions, with their own resources, expertise and labor, without external assistance,
| found shredded refineries, power plants and water pumping stations cleaned up,
repaired, and functioning. All the damaged bridges across the Tigris River in
Baghdad were repaired with the exception of a suspension bridge that took another
year or so. Some heavily damaged major buildings were rebuilt and the construction
of a huge new double-deck concrete bridge was well underway.

Since lrag’'s 1990 invasion of Kuwait the Security Council passed 34 resolutions
addressing the humanitarian needs of the lragi people but failed to exercise
oversight on the performance of UN agencies implementing programs and projects
to mitigate those needs. The UN Secretariat with its Office of the lrag Programme
(OIP) charged with the responsibility for coordinating the UN's oil-for-food response
failed to engage available expertise to meet programmatic and political challenges.
The nine UN implementing agencies responsible for spending and monitoring the
delivery of program benefits too often failed to meet attainable professional
performance standards. UN member states, in addition to those on the Security
Coungcil, including members who pay dues and fund UN agencies, failed to exercise
their right to question program progress in order to stimulate improved program
performance.

It appeared that no one, no non-lragi anyway, really cared. It wasn't their money.
The Iraqi people certainly were not responsible for programmatic deficiencies since
they had no real control over their funds. No one had to answer to anyone for how
the money was being spent. Accountability was not a watchword. The oil-for-food
program with its extraordinary resources, in effect, became a playground for the
international community.

Neither was fransparency a watchword. To this day the KRG still does not know
where it stands with respect to funds earned, allocated, and spent. It has seen no
accounts. The only (quasi) accounting information the KRG received, in April 2002,
was a 1-page table that allocated $7 billion among UN agencies and a second 1-
page table allocating the same amount among sectors (agriculture, education, food,
health, electricity, water/sanitation, resettliement, etc.). Since receiving those 2 pages
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the KRG has been trying to find out how much has been spent against each
allocation. It failed because the UN wouldn’t, or couldn’t, make the data available.

In center-south Iraq, the Saddam regime, was responsible for implementing the oil-
for-food program and the UN was responsible for monitoring the program with
respect to adequacy, equitability, and effectiveness. Implementers and monitors
were separate. The effectiveness of this monitoring needs fo be examined.

In the Kurdistan region, which is separately administered by the Kurdistan Regional
Government, the program was implemented by 10 UN agencies on behalf of the
Saddam regime. These UN agencies were also their own monitors. Implementers
and monitors were not separate. The effectiveness of this monitoring also needs to
be examined. The audits that are being released help.

It needs to be clearly understood that inadequate UN leadership and unsatisfactory
management were not a function of insufficient resources. The UN was allocated
and received no less than $1.4 billion to cover its administrative costs. To attest fo
the adequacy of available resources, according to the IIC Interim Report, $327
million (23%) was “surrendered” because, supposedly, it wasn't needed for
administering the program.

Let's take a look at what we know about the program in financial terms. All we really
clearly know from UN official sources is that the program began in 1996 and was
concluded in 2003. Keeping our focus on finances, let's examine program earnings
and program expenditures. Amazingly, despite efforts at various levels, we still do
not know exactly how much was earned and how much was expended.

We know that under sanctions iraqgi petroleum products were being illegally exported
because it was easily observed, and it was reported in the media with photographs.
It needs to be clarified and emphasized that UN sanctions on Iraq were imposed on
UN member states, not on iraq. Security Council resolutions prohibited imports from
Iraq. If neighboring countries did not import from Iraq (smuggle), then Iraq could not
export (smuggle).

{t also needs to be more widely known that Iragi petroleum products cost pennies
inside Iraq but were valued in dollars outside Irag. To illustrate, in January 1996,
before the oil-for-food program began, inside Iraq one US dollar would buy 15,000
(fiteen thousand!) liters of gasoline, nearly 4,000 US gallons! That's what |
personally had to pay. Outside Iraq in Turkey, gasoline sold for about four (4) US
dollars per gallon!! This suggests that the real money was made outside iraq, not
inside. The oil-for-food program had nothing to do with this trade. Earnings through
smuggling by the Saddam regime were indeed losses to the Iraqi people, except for
whatever amount may have been applied by the regime to essential public services.

Under the oil-for-food program, by examining only finances and not benefits, how
much did the Iraqi people lose on earnings? We have learned unofficially from the
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media and other sources that oil sales were undercharged. If this is correct, then
losses can be calculated by taking each earning transaction and comparing the
actual sale price with the market price available at the time. This is a simple
spreadsheet exercise. Once a loss is calculated, then it needs to be determined who
is responsible for making it happen. And finally, it needs to be determined how much
in compensation is due to the Iraqgi people for the losses on earnings that incurred
without their involvement and through no fault of their own.

Allow me to interject here that the Saddam regime demonstrated their technical
capability by trial runs that exported nearly 3 million barrels per day (bpd) through the
Irag-Turkey Pipeline (ITP) and the southern port of Mina al-Bakr. There were
extended periods where 2 million bpd was the norm. There were also periods when
the Saddam regime would suspend oil exports for political purposes. During the oil-
for-food program, illegal exports continued and domestic fuel requirements were met
at very low cost to the consumer. Losses of legal earnings occurred due to illegal
exports, and also due to lower than optimum production and export suspensions for
non-technical reasons.

We learn from the UN-OIP official website that a total of $64.231 billion was earned
from oil sales. In the media, however, we have seen $67 million mentioned by UN
staff, and even $68 million elsewhere. What exactly were the earnings on oil sales,
and how much was deposited in each of the 5 escrow accounts?

From UN responses in the media we learned that $2.9 billion was earned in interest
on unspent funds. But how much was earned on each of the five escrow accounts?
We don't know, though we were informed that bank interest accrues to the account
in which it is earned. We are also particularly concerned that 13% funds transferred
from the escrow account to UN agencies’ accounts may have eamed interest which
was not returned to the escrow account or applied to Kurdistan. There has been
persistent suspicion that interest earned on unspent 13% funds in UN agencies’
accounts has been used elsewhere in Irag, or on non-iraq programs elsewhere in
the world. If this is correct, then it may help explain some of the excessive delay
between the time funds were made available to UN agencies and the time they were
actually spent.

The amount of interest earned during a period of low interest rates is also an
indicator of spending efficiency. The program was implemented over a 7-year period
in thirteen 6-month phases (the 14™ and final phase was more an extension of the
13" phase). To illustrate, in the Kurdistan region, we learned from WHO that for
phase-2 (1997) $29 million was allocated for medicines. This money was readily
available sitting in the bank. But only $14.7 million (51%) was actually spent. The
balance 49% remained in the bank for more than 5 years. The effect was that the
people of Kurdistan faced a chronic shortage of medical supplies despite substantial
funds being readily available. This situation forced the KRG to spend its limited funds
on important and urgently needed medical items. Please see the attachment (1
page). Allocation vs. Actual Expenditure - Medicines
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From UN responses in the news media we learned that $2.3 billion was gained on
currency exchange. But how much was gained on each of the five escrow accounts?
We don'’t know.

When proceeds from oil sales were received by the UN, an amount was taken “off
the top” for pipeline fees. We have been unable to determine how these fees were
calculated and how much they amounted to. The balance was divided among the
five escrow accounts for spending, 59% was allocated fo humanitarian
goods/services for the people in center-south Iraq, 13% to the people in the
separately administered Kurdistan region, 25% to people outside Irag in war
reparations related to lraq’s invasion of Kuwait, 2.2% to the UN to cover its
administrative costs on the program, and 0.8% for the weapons inspectors.

Above, we looked at losses on earnings. Now, let's look at losses on expenditures.
Under the oil-for-food program, by examining only finances and not benefits, how
much did the Iragi people lose on expenditures? We have learned unofficially from
the media and other sources that humanitarian goods/services were overcharged. If
this is correct, then losses can be calculated by taking each expenditure transaction
and comparing the actual procurement price with the market price available at the
time. This also is a simple spreadsheet exercise. Once a loss is calculated, then it
needs to be determined who is responsible for aliowing it to happen. And finally, it
needs to be determined how much in compensation is due to the Iraqi people for the
losses on expenditures that were incurred without their involvement and through no
fault of their own.

While calculating losses on earnings and losses on expenditures there is a third
major analysis to be undertaken. This is an analysis of the time gaps from the time
funds were earned until they were allocated and until they were spent. Funds were
eamed and accounted for phase-by-phase. Some funds, as noted previously,
remained unspent for more than five years even though the items for which they
were allocated were urgently needed for life-saving purposes. This is a simple
spreadsheet and graphing exercise to compare spending patterns within each phase
and across phases, and also within each UN agency and across agencies.

The fourth major analysis to be undertaken, the most difficult but the most important,
is the calculation of losses in benefits that the program could have provided if UN
leadership was exemplary and management functioned according to the highest
professional standards.

For each of the UN agencies involved in the oil-for-food program in lraq this was
their largest single country program in the world. Funds were made available to the
10 UN agencies in Kurdistan for them to plan and implement projects, and to monitor
themselves. There were no timeframes; UN agencies could take 3 months or 3 years
to spend available funds. This excessive delay in the face of urgent needs was the
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primary source of frustration to the people of Kurdistan and to their Kurdistan
Regional Government.

Hundreds of UN international staff from many countries served the program in Iraq.
Thousands of very competent and dedicated Iraqi local staff also served the
program, both within the UN and with the local authorities. In Kurdistan, most of the
former UN local staff is still there in their homeland. Most staff of the local authorities
are still in the same positions they held during the program’s implementation period.

Substantial documentation is also available in Kurdistan. With Iraqis, face to face
contact is far more effective and productive than email and phone calls. Examiners
are strongly urged to visit Kurdistan, which is relatively quite secure and stable, using
the far more expeditious route via Turkey instead of the cumbersome and often
problematic Kuwait, Jordan and Baghdad route. If you can arrange a special direct
flight from Istanbul to Iraqi Kurdistan, that would be ideal. An airstrip that served C-
17s and C-130s is ready and waiting. The KRG is well organized to provide internal
transport and other support services, including security, to facilitate access.

On behalf of the Kurdistan Regional Government, | would like to extend an invitation
to Senator Coleman and Senator Levin and any of your colleagues to visit the
Kurdistan region and observe first hand the progress made since 1991 and the
conditions still being faced by the people in that part of lraq. You would have
complete and ready access to all personnel and documentation available. { may add
that springtime is gorgeous in the mountains, especially during April and May.

Thank you and | look forward to your questions and to seeing you in lraqi Kurdistan.
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Notes on the lragi Kurdistan Region and the Qil-for-Food Program

The Basics

The Oil-for-Food Program (OFFP) was instituted to mitigate the adverse effects of
prolonged trade sanctions on the Iragi people. Since 1991 Irag's failure to comply
with 17 United Nations Security Council resolutions pertaining to its weapons of
mass destruction (WMD) programs lengthened the duration of the sanctions. During
the same period more than 34 resolutions were passed by the Security Council to
address the humanitarian needs of the Iraqgi people.

Foremost among these humanitarian resolutions was SCR-986 passed in April 1695
that allowed the legal export of Iraqgi oif and the sale proceeds to be used for the
procurement and delivery of humanitarian goods and services to the people of iraq.
Sale proceeds were also applied to cover United Nations administrative expenses
pertaining to lraq, and compensation to victims of Iraq’s aggression against Kuwait.

SCR-986 refers to the oil-for-food program and all subsequent resolutions pertaining
to the program. The program was implemented in approximately six-month phases.
SCR-986 was extended twelve times, each time by a resolution, for a total of thirteen
phases. Oil under the program began to be legally exported in December 1996 and
was terminated prior to the outbreak of war in March 2003. The program formally
ended in November 2003, about two weeks short of seven years.

Comparison with the Marshall Plan

During its duration the Marshall Plan provided $13 billion ($90 billion in today's
dollars) to seventeen devastated countries in Europe. In comparison, during the
seven years of the Iraq oil-for food program more than $45 billion was made
available to only one country. But Irag was not a devastated country. A reasonably
well-established bureaucracy continued to function and the country was richly
endowed with substantial resources — oil, water, and most importantly its human
resources that were educated, skilled, and hardworking.

Iraqi Kurdistan as a Devastated Region

Iraq not being a devastated country is not quite correct. The only part of Iraq that
was devastated was the Iraqi Kurdistan Region where the regime totally destroyed,
leveled, more than 4,000 communities including towns of over 30,000 people. Tens
of thousands of families fled as refugees to neighboring countries, or to the few large
cities where public services were never able to meet the essential needs of their
burgeoning populations. In addition, thousands of families were forced to live in so-
called “collective towns” that resemble the thinking and behavior surrounding the
establishment of reservations for Native Americans. Today, about 25% of the
region’s 3.8 million residents remain internally displaced, living like refugees in their
own country. This devastation was not a function of international conflict; it was a
function of confirmed state-managed genocide against the people of the Region.
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In the late 1980s, chemical weapons were used against Iraqi citizens all across the
Iragi Kurdistan Region in over 200 locations, from the northwest near the border with
Turkey alf the way down to the southwest near the border with Iran culminating in the
most infamous incident at Halabja.

Before the events of 1990-1991 Irag was reputed to have among the best public
services in the Middle East. The Baghdad regime's devastation of the region,
however, is further demonstrated by deliberate neglect. In 1990, before the 1991
war, according to a UN report the child mortality rate in the rest of Iraq was 56 per
1,000 live births while in the region it was significantly higher at 80, 43% higher.

How the Iragi Kurdistan Region Came About

While there are antecedents in a March 1970 agreement between the national
government and the regional Kurdish leadership, today’s Iraqi Kurdistan Region is a
creation of the Saddam regime. The 1991 war occurred early in that year. in late
1991 the regime unilaterally withdrew its administration and established a militarized
demarcation line separating the region from the rest of the couniry. Iraqgi citizens
crossing the line were subjected to international border-like checks, and humiliating
treatment.

The regime abandoned the people of Iragi Kurdistan. In response, the region’s
leaderships were forced to establish a regional administration, which they did without
a view toward separation, as clearly stated and affirmed in deeds and actions at that
time and at many times since then. By mid-1992 elections regarded as free and fair
by international observers were held and a regional parliament (Kurdistan National
Assembly, KNA) and a regional government (Kurdistan Regional Government, KRG)
were established. Only abusive laws were changed by the KNA. Since the
establishment of the KNA and KRG in 1992, all of the same laws and administrative
structures in force in the rest of the country were aiso in force in the region.

Effects of Regional Separation

Because of involuntary separation more than 100,000 civil servants lost their
livelihoods and thousands of government retirees lost their pensions. The regime
permanently disconnected two of the three northem governorates (provinces) from
the national electricity grid and suspended connection to the third for two years. The
regime also stopped supplies of home heating and cocking fuels, prevented high
school graduates from attending universities in center-south Iraq, and suspended a
food-rationing system that functioned throughout the rest of the country. The
separation also prevented medical patients from obtaining specialized health care
available only outside the region, including kidney dialysis and cancer freatment.
These are only some of the adverse features of life in the region during the six-year
period prior to commencement of the oit for food program.
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North-South Differences in Oil-for-Food Program Management

it needs to be clearly understood that in the rest of Irag the Saddam regime was
responsible for program implementation. This implementation was to have been
monitored by the UN. In the lragi Kurdistan Region, however, the UN was
responsible for implementing the program. Ten UN Agencies were established in the
region to plan, implement, and evaluate the program. Remarkably, in the region the
UN was responsible for monitoring itself.

In the rest of Iraq, the regime directly managed procurement of all items approved by
the UN. The regime was allowed the power, the authority and opportunity, to
determine the country, company, and price of procurement. Global bidding was not a
UN program requirement. In the region, the UN was responsible for procurement of
all goods and services related to the program with the very notable exceptions of
food, medicines, and oil spare parts. These three items were procured by the
Saddam regime and the costs charged to the region that had little, if any, say in the
quantity and quality of items delivered.

Strikingly, the costs of these three items amounted to approximately 40% of the
funds allocated to the Region. The balance 60% that was managed by UN Agencies
was for health, education, water and sanitation, landmine activities, agriculture,
settlement rehabilitation (housing and related facilities), and telecommunications.

UN Collusion with the Baghdad Regime: Diminished Funds

From the very beginning of the oil-for-food program the UN and the Saddam regime
wittingly or unwittingly colluded to diminish funds available to the lragi Kurdistan
Region. SCR-986 called for 13% to 15% of legal, UN-managed oil revenues to be
allocated to the region based on proportionate population. The minimum 13% was
allocated to the region even though the proportionate population was demonstrably
higher. The consequent loss to the region’'s people varies from $640 million to $1.3
billion. A more complete explanation of this calculation is given below. Later, there
were moves to decrease the allocation to 10%, but this was thankfully thwarted by a
U.S. Government-sponsored resolution that locked in the minimum 13%.

The region was excessively charged for pipeline fees. This pertains to costs
incurred on the export of oil through the lrag-Turkey Pipeline (ITP). In the earliest
phases, when the amount of oil that was allowed to be exported under the program
was set at certain limits, extra amounts above the limits were allowed to be exported
to cover ITP fees. In later phases, however, when limits were no longer applicable,
the regime was allowed to legally export as much oil as it could (or as much as it
chose to). During these latter phases, pipeline fees were directly deducted from each
of the escrow accounts, including the 13% account established for the region.
Despite repeated requests to the UN, no data has been obtained regarding the total
pipeline fees incurred and the amount charged to each escrow account. Unofficial
information, however, indicates that the region was charged disproportionately and
excessively.
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The region was also excessively charged for oil spare parts. Of twelve program
sectors (food, medicines, health, education, water and sanitation, etc.), oil spare
parts were allocated the third highest amount. The UN allowed the regime to use
legal oil sale proceeds to procure spare parts for its oil industry beginning with
phase-4. During phases 4 and 5 a total of $300 million was allocated for each phase,
and for phases 6 to 13 $600 million per phase was allocated for oil spare parts. The
region was charged a disproportionate share that, per capita, was more than 25%
higher than for the rest of the country.

Food was allocated the most funds, nearly $2 billion for 13 phases. Next was
electricity at approximately $1 billion. Today, after seven years of program
implementation, the region's electricity generation, transmission, and distribution
systems remain woefully inadequate. Despite substantial water flows in the northem
mountains, the Saddam regime did not allow the installation of any new hydropower
stations, including low-cost and low-environmental impact micrc and mini
hydropower plants that would have adequately served dozens of smaller
communities. The UN, unfortunately, concurred with this approach.

The UN also agreed with the regime directly contracting an $80 million gas turbine
plant to supply electricity to the region. It is assumed the regime chose the country,
company, and the price. Strikingly, this plant was to be established outside the
region, but the costs charged to the region. Given the regime's past confied
behavior in deliberately disconnecting the region from the national grid, the UN’s
collusion and inadequate guarantees that the full value of the plant would serve the
people of the Region were highly questionable.

Interest earned on unspent funds was confirmed to accrue to the bank account in
which it is earned -- by the U.S. Government, the U.K. Government, and by the UN
itself via its Office of the Irag Programme (OIP). Despite various representations,
however, the amount of interest earned on the 13% escrow account established for
the region has not been revealed. We do know from published OIP reports, however,
that $1.6 billion in interest was earned on the 59% escrow account established to
procure humanitarian goods for the rest of the country. Interest is thus being sought
on all unspent 13% account funds in ALL UN accounts, in the 13% escrow account
and also the bank accounts of UN Agencies into which these funds were transferred
before being paid out and leaving UN control.

More than $4 billion is believed to be unspent in the region’s 13% account. One
small but specific example: of $29 million allocated for medicines in phase-2 (1997),
WHO confirmed that only $14.7 million was spent. This means the region received
only 51% of the value of medicines it was authorized to receive for phase-2, and that
the balance of $14 million has been sitting in the bank for more than five years!

2.2% of total oil sale proceeds was allocated to cover administrative costs incurred
by UN Agencies on the program. There are indications that substantial expenses
that could have, and should have, been charged to the 2.2% account were charged
to the 13% account. These mis-charges to the 13% account reduced the funds
available for the procurement of humanitarian goods for the region.
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Markedly, $300 million from the 2.2% account went unspent and were “surrendered”
by the UN to the regime. No proportionate share of these unspent funds was offered
to the region.

There was no overall plan with measurable indicators and timeframes to guide
program implementation in all sectors and by ali UN Agencies. UN Agencies could
take virtually unlimited time to spend available funds. The program was closed in
November 2003 but only about 47% of the funds allocated for the region had been
spent. These included funds earned during phase-8 that began in June 2000. As
noted above, even funds earned during phase-2 that began in June 1997 were not
spent by the end of the program.

In contrast, the regime spent funds allocated to its 59% account more efficiently, if
not more effectively. The effect of this efficiency, however, adversely affected the
13% account. Because the regime negotiated contracts that exceeded the funds
available, the UN attempted to obtain fund advances from the 13% account to cover
the costs of food and medicines that had not yet been delivered. The usual practice
had been that the regime would procure food and medicines for the whole country to
be paid from the 59% account. Shares would be sent to the region after which the
cost would be reimbursed to the 58% account from the 13% account for the value of
food and medicines actually received.

According to OIP's website figures, a total of $2.1 billion was spent on medicines for
the whole country. 13% of this amount for the region amounts to $274 million. Data
available for the first eleven phases indicates a total of $346 million was allocated for
medicines for the region. According to WHO, however, the value of medicines
actually delivered to the region as of August 2002 (phase-12) was only $100 million.

frag’s Population

Regarding population figures, in order for funds in the UN-managed escrow accounts
to be paid out, for each of the thirteen phases the Saddam regime had to submit a
“distribution plan” for UN approval. This plan was prepared in consultation with the
UN in frag and submitted to the Secretary General for his endorsement, which
occurred in less than one week, usually within a day or two. This plan states
population figures for each governorate (province). For the Iraqi Kurdistan Region,
we can assume the figures are reasonably accurate because they are based on food
registration figures determined by the UN Agency WFP who vetted discrepancies
within the region without interference from either the regional authorities or the
Saddam regime. In the rest of Irag, however, the population figures are what the
Saddam regime stated they are, without verification by the UN. The regime was
claiming higher population figures for the oil-for-food program while elsewhere
claiming that the country’s population was being decimated by the sanctions.

During the program’s 7-year duration, according to the regime’s own distribution
plans submitted to the UN and approved by the Secretary General, the population of
Iraq increased from 21.7 to 26.7 million, an increase of 22%. Iraq's official census in
1987 states a population of 16.5 miflion, which increased to 22 million in the official
census of 1997, an excessively high 33% growth rate. According to Kenneth
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Pollack's “The Threatening Storm,” if the 1.5 million who allegedly died due to
sanctions were added, plus 500,000 who fled the country during the past decade,
the ten-year growth rate would have been 45%! Contrary to what the regime would
have had the world believe, according to their own figures the country thrived and
multiplied under sanctions.

Population Figures and the Region’s Fund Allocation

What does all this have to do with the lragi Kurdistan Region? Iraqgi Kurdistan's
population, as determined by WFP from the last list of beneficiaries receiving food
under the program, was about 3.8 million. This list has been checked, rechecked,
and revised by the UN. The original SCR-986 resolution called for lragi Kurdistan to
receive 13% to 15% of oil sale revenues. If the population of lraq is 25 million, as
most authorities currently estimate, Kurdistan's fair share would amount to 15%. As it
currently stands, however, at a total population of 26.7 million, Kurdistan's share
would be approximately 14%, yet the region continues to receive 13%.

One or two percent of the total of $64 billion earned during the program’s seven-year
duration means $640 million to $1.3 billion lost to the people of the lragi Kurdistan
Region. After seven years of program implementation, none of the region’s three
main cities and none of the towns and smaller communities has an adequate
electricity or water supply. These amounts would have made a substantial difference
in reaching adequacy in these two sectors (electricity and water).

Transparency and Accountability

If data and information is unavailable to substantiate some of these observations it is
because the UN, despite numerous and repeated representations and
communications, has cloaked itself in a veil of secrecy and privilege. A primary
source of data and information, though very limited, is the UN website maintained by
the Office of the Iraq Programme (OIP). For each of the thirteen phases OIP
produced a 90-day and a 180-day report that were high on verbiage and low on data
and other information that would present a clear picture of what was really going on.
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OIL SALES AND UN ALLOCATION ACCOUNTS

account purpose
59% |humanitarian goods/services for center-south Iraq
25% {compensation fund
13% jhumanitarian goods/services for Iraqi Kurdistan Region
2.2% |operational costs for UN humanitarian agencies
0.8% |operational costs for UN weapons inspectors

(Initially, the 59% account was 53%, the 25% account was 30%, and there was a 1% account
pertaining to SCR-778. Later, the 30% account was reduced to 25% and the 1% account was
eliminated. The 6% was added to the 53% account.)

Since August 1990, UN member states are prohibited from purchasing Jraqi oil products. An oil-for-food program was first
offered in 1991 under Security Council resolutions 706 and 712, but the Government of Irag (Gol) declined to cooperate
with implementation. In April 1995, Security Council resolution 986 was passed and rejected by the Gol. However, in
January 1996 UN-Gol discussions began and a Memorandum of Understanding (MoU) outlining the implementation
process was agreed in May 1996. Oil began to flow in December 1996 and the first goods (food) arrived in March 1997.
The oil-for-food program was implemented in approximately 180-day/6-month phases. Each phase was authorized by a
Security Councit resolution. Ten UN agencies based in lrag were involved in implementation. In center-south lraq the
Gol managed the program. In the Kurdistan region of northem lrag, ten UN agencies managd the program on behalf of
the Gol in quasi cooperation with the Kurdistan Regional Government.

value ($ million) as of 21 Mar 03
phase -
oil sales 59% 25% 13% | 2.2% | 0.8%

1 2,150 1,269 538] 280 47 17
2 2,1251 1,254 531] 276 47 17
3 2,085 1,230 5211 271 46 17
4 3,027, 1,786 7571 394 67 24
5 3,947 2329 987| 513 87 32
6 7,402] 4,367 1,851 962| 163 59
7 8,302 4,898} 2,076 1,079; 183 66
8 9,564] 5643| 2,391} 1,2431 210 77
9 5638{ 3,326 1410] 733] 124 45
10 5,350 3,157] 1,338{ 696] 118 43
11 45891 2,708} 1,147/ 597 101 37
12 5639] 3,327 14101 733] 124 45
13 44131 2,604] 1,103] 574 97 35

total 64,2311 37,896} 16,058 8,350] 1,413] 514

Pipeline fees. From the value of oif legally exported, an estimated amount for pipeline fees related to the use of the Irag-
Turkey Pipeline (ITP) are assessed before the account percentages are applied. All five accounts share pipefine fees.
Actual pipeline fees are not revealed.

Qil spare parts. $300 million has been allocated in each of phases 4 and 5. $600 million in each of phases 6 fo 12.
These amounts are deducted from only the 59% and 13% accounts, According to distribution plans submitted by the
Government of lraq and approved/fendorsed by the Secretary General, however, these charges were to be treated the
same as pipeline fees.

Interest. Throughout the program, substantial funds have remained unspent in commercial bank accounts. OIP and two
Security Council members (UKG and USG) confirm that interest amounts accrue to the accounts in which they are
earned. Despite requests to the UN, the interest amounts have yet to be revealed.

Gains on currency exchange. Funds in commercial bank accounts are maintained in one currency and goods/services
are occasionally paid for in another currency with losses/gains on currency exchange.
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13% ACCOUNT - ONLY 50% ACTUALLY SPENT

The following is based on data available on the OIP website: www.un.org/depts/oip/
Check "Basic Figures” in the right side panel. Figures below are based on data available per the dates
indicated on the OIP website. Note the time gap between income and expenditure figures below.

Income as of 21 March 2003:

Total oil sale proceeds Phases 1 to 13: $ 64,231 million

Theoretical availability for IK, 13%:  $ 8,350 million

Interest earned on unspent amounts and gains on currency exchange are not included. The amount
actually availabie for humanitarian goods and services for IK is the theoretical amount pius interest, plus
gain on currency exchange, minus amounts charged for pipeline fees and oil spare parts, which are
calculated differently. Pipeline fees are deducted “off the top” and IK receives 13% of the balance. Oil
spare parts are deducted from the 13%. IK citizens pay a disproportional share, 27% to 37% more per
phase than lraqgi citizens in center-south Iraq.

Expenditure as of 31 December 2002:

Total spent on food arrived for all-Iraq: $ 10,760 million
1K 13% share: $ 1,398

Total spent on medicine arrived for all-fraq: ~ $ 2,111 million

1K 13% share: $ 274

{The actual amount delivered to IK is much less than $274 million. Based on WHO
figures the value of medicines delivered to IK, as of August 2002, is only $100 million.)

Total spent on IK projects: $ 1,673 million (imports + local contracts)
(electricity, agriculture, reconstruction/resettiement, water & sanitation, health facilities
& equipment, education, telecommunications, landmine activities, etc.)

Total charged IK for oil spare parts $ 771 million

Total expenditure: $ 4,116 million

As of 31 December 2002 OIP indicates $2.3 billion was spent by the Government of iraq for food and
medicines to be delivered to fraqi Kurdistan. As of 31 August 2002, at the end of 11 phases, WFP
indicates the value of food delivered to Kurdistan to be $1,415,662,805. As of August 2002, at the end of
11 phases, WHO indicates the value of medicines delivered to IK was only $100,065,673. The highest
amount delivered per phase was $202,746,964 {phase-8) for food, and $23,753,182 (phase-1) for
medicines. Therefore, WFP and WHO figures do not support the OIP figures.

Conclusion: Based on the above data, only 50% of the amount earned for IK has
been spent on humanitarian goods and services.  The balance 50%, more than
$4,000 million, remains “in the bank” unspent, part for more than five years.
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SCR-986 OIL-FOR-FOOD PROGRAM: UNSPENT FUNDS IN 13% ACCOUNT

The SCR-986 oil-for-food program was implemented from December 1996 to November
2003 in thirteen 6-month phases. Each phase was authorized by a Security Council
resolution. For each phase the Government of Iraq (GOIl) submitted a Distribution Plan
(DP) to the UN that was endorsed/approved by the Secretary General. Only after a DP
was endorsed/approved could oil-for-food funds be spent. During each phase the UN
was obligated to file a 90-day report and a 180-day report. These reports were high on
verbiage and low on data.

Under the program, Iragi oil was legally sold under UN supervision. By the end of the
program the sale proceeds were disbursed among five UN-managed escrow bank
accounts: 59% for humanitarian assistance in center-south Irag administered by the
GOV, 25% for compensation to non-iraqi parties for losses and damages caused by
Iraq's invasion of Kuwait, 13% for humanitarian assistance for the separately
administered Iraqi Kurdistan Region (IKR), 2.2% for UN administrative/operational
costs, and 0.8% for the weapons inspectors.

Procurement of humanitarian assistance for center-south Iraq was handled directly by
the GOl The GOI directly negotiated contracts with vendors. Each contract had to be
approved by the UN SCR-661 Sanctions Committee before funds under UN
management could be released for payment. In the IKR, with the exception of bulk food
and medicines, procurement was handled by UN Agencies. The Kurdistan Regional
Government (KRG) was not directly involved in contract negotiations.

SCR-986 called for 13% to 15% of UN-supervised oil sale proceeds to fund
humanitarian assistance for the separately administered IKR. The figure is based on
proportionate population. Even though the population of IKR exceeded 13% of the
estimated total population of Irag, however, the UN decided to allocate the lowest
allowable figure of 13%.

Prior to 1991 IKR was the region subject to the most neglect, destruction,
disappearances, and dislocation. In 1990, the child mortality rate was 43% higher than
the rate for the rest of the country. Up to 1990 over 4,000 communities were destroyed
including towns of over 30,000 people. Nearly 25% of the population of IKR is
considered to be internally displaced, including over 100,000 persons expelled from the
Kirkuk area into IKR in late 1991.

In accordance with SCR-986 passed in April 1995 the UN Secretariat was made
responsible for the management of the oil-for-food program. Terms and conditions
were either imposed on Irag or agreed to in the Memorandum of Understanding signed
by the UN and GOl in May 1996. The UN had the controlling interest and supervising
responsibility. The UN also had the resources to manage the program to the highest
performance and ethical standards; 2.2% of oil sale proceeds, nearly $1.5 billion, were
allocated for UN administrative costs. More than $200 million unspent from the 2.2%
account was surrendered by the UN to the GOI 53% account.
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IKR received significantly less than the upper fimit of 15% allowed under SCR-986. IKR
also received significantly less than the 13% that was finally applied; when the program
ended in November 2003 perhaps less than 7% was actually spent on IKR.

There are questions regarding the proper calculation of actual pipeline fees and oil
spare parts that should have been deducted “off the top” before 13% of the balance was
calculated fo cover humanitarian assistance costs in IKR. Per capita, IKR citizens paid
27% to 37% more for oil spare parts than citizens in center-south Iraq.

There is the major issue of bank account interest earmned on unspent funds, which are
substantial. The UN reported interest earned on the 59% account ($1.6 billion) but
never on the 13% account, even though the KRG was informed by OIP, the U.S.
Government, and U.K. Government that interest accrues to the escrow account in which
it is earned. Despite numerous attempts, the KRG was never informed of the amount.
There is also a notion that 13% account funds transferred to UN Agencies’ accounts
accrued interest that was used for purposes unrelated to iraq.

The GOI procured bulk food and medicines for the whole country and shares were
delivered to IKR. The GOl initially paid for bulk food and medicines from the 59%
account established to fund humanitarian assistance for center-south irag. The cost of
food and medicine actually delivered to IKR was later reimbursed to the 59% account
from the 13% account. It is to be noted hat OIP attempted to advance funds from the
13% account because the 59% account was over-obligated.

The KRG submitted project proposals to the UN with a total estimated value that
exceeded funds available in the 13% account. These projects were urgently needed to
serve important humanitarian activities pertaining to the sectors of health, education,
electricity, water, environmental sanitation, settlement rehabilitation, landmine activities,
agriculture, and telecommunications.

The UN did not share financial allocation and expenditure information with the KRG.
There is one exception. After more than five years of program implementation, in April
2002 the UN provided the KRG with tables of allocations by sector and by UN Agency.
But when the UN was requested to provide expenditure figures to compare with
allocation figures earlier received, in order to determine unspent balances available in
each sector and with each UN Agency, no data was forthcoming.

Aithough the UN submitted to the Security Council during each of the thirteen phases a
90-day report and a 180-day report, complete summary financial data was never a part.
Obtaining complete financial data from the UN has been impossible. These reports
were available on the OIP website at www.un.org/depts/oip

Attached is a table listing items for which financial data is needed in order to determine
the amount of unspent funds in the 13% account when the program ended in November
2003.

9 February 2004
Stafford Clarry  email: ClarrySF@aot.com
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Mr. Chairman, distinguished members of the Committee, I welcome the
opportunity to appear before you to discuss the UN's 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 key points regarding the context in
which the Oil-for-Food Program was established and implemented. First,
want to emphasize that the U.S. was often fighting an uphill battle -- the
very establishment of the Program was the result of arduous negotiations
among 15 Security Council members-- some of whom were arguing for the
complete lifting 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 non-compliance during the life of the Program was often countered

by other members' desire to, in fact, ease sanctions on Iraq.

Second, sanctions have always been an imperfect tool, but, given the U.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 relating 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.
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Mr. Chairman, given this general context, I would like to attempt to outline
some of the issues relating to the responsibility for implementing the

Program and for the 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 enforcement of sanctions
on items that Saddam Hussein could use to re-arm or reconstitute his WMD

and 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 Iraqgi civilians. The daily caloric
intake of Iraqi citizens increased and health standards in the country
improved. And, as Mr. Duelfer testified before this Committee on
November 15 last year, "UN sanctions curbed Saddam's ability to import

weapons, technology and expertise into Iraq".

Investigations over the past year have uncovered significant sanctions-
busting activities that arose both from Saddam Hussein's manipulation of the
Program, and from his and others' abuse of the sanctions regime for financial

gain,
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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 to prevent Saddam from
acquiring materials of war and from posing a renewed regional and

international threat;

* And, a decision by some companies, member states and individuals to
pursue their own financial interests at the expense of the international

community.

Mr. Chairman, this final point about actors who colluded with Saddam 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 comprised of its
191 members. A fundamental principle inherent in the UN Charter is that all
member states will uphold decisions taken by the Security Council. The
effectiveness of the sanctions regime against Irag and the integrity of the
Oil-for-Food Program depended 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 national
companies and their citizens complied with the states' international
obligations. Through the Treasury Department, the United States, for
instance, took measures to establish a vetting process for U.S. companies

seeking to do business in Iraq.
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We also implemented a comprehensive process to review 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 Security Council, the 661 Committee, to
monitor the sanctions on Iraq and, once it was established, the Oil-for-Food
Program. The 661 Committee discussed issues related to violations 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 these issues if there was the 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 within the 661 Committee
continually proved elusive as we faced opposition from one or more

members of the Committee.

The Security Council also authorized the UN Secretary-General and the UN
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 (OIP) staff was hired to devise a system whereby oil
revenues under the Program could be used to pay for humanitarian supplies
for Iraq. To be clear, Mr. Chairman, the Secretariat, the OIP, and the UN
Agencies were given the authority and 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 implementation by member

states of the overall sanctions on Iraq or act as a border patrol.
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To make the division of responsibilities clear, Mr. Chairman, let me offer
two examples. The first regards oil flowing out of Iraq. The former Iragi
regime, through its State Oil Marketing Organization (SOMO) proposed
prices for various markets and grades of crude for review by the UN Oil
Overseers, and for approval by the 661 Committee. The Oil Overseers and
Committee members verified that the purchase price of the petroleum and
petroleum products is reasonable in the light of prevailing market conditions.
The UN contracted monitoring company, Saybolt (a Dutch entity), provided
on-site independent inspection agents who kept 661 Committee members
informed of the amount of petroleum exported from Iraq. Saybolt inspectors
also monitored the arrival of oil industry spare parts under the Oil-for-Food
Program. A UN escrow account administered by Banque Nationale de Paris
(BNP) 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 UN Secretariat. Member states were responsible

for monitoring these activities.

My second example concerns goods coming into Iraq. Again, there was a
clear division of responsibility. While the Iragis retained the authority to
contract with specific suppliers under the Oil-for-Food Program, the 661
Committee was tasked with ensuring that the contracted goods were
appropriate for export to Iraq under the conditions set out in UNSCR 986.
Once a contract was approved by the Committee and the goods shipped
under the Oil-for-Food Program, the UN's inspection agents, Lloyds
Register (British) and later Cotecna (Swiss), were responsible for

authenticating the arrival of these goods into Iraq. Separately, it was the
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responsibility of member states to prevent sanctioned goods from entering

Iraq.

Mr. Chairman, I offer these examples to illustrate exactly where
responsibility lay. There were, in hindsight, substantial problems related to
all of these areas of responsibility. Some member states did not take their
international obligations seriously and either directly or indirectly facilitated
Saddam's sanctions-busting activities. The 661 Committee was mired in a
political debate with regard to Iraq that often impeded it from taking action
against violators of the embargo. And as the recent Volcker Independent
Inquiry Committee Interim Report indicates, there are serious charges that
UN Secretariat officials may have allowed Saddam to further undermine the

system,

I stated earlier that the United States 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 kickbacks on Oil-for-Food

Program humanitarian contracts.

In late 2000, UN Oil Overseers reported that Iraqgis were attempting to
impose excessive price premiums on oil exports. The 661 Committee, led
by the United States and United Kingdom, agreed to a statement on
December 15, 2000, making clear that additional fees above the selling price

approved by the 661 Committee were not acceptable.
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Despite circulation of this message to all companies approved to lift Iraqi
oil, evidence of the illicit surcharges continued through the spring of 2001.
The United States, working in close coordination with the British delegation
in New York, 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.

After months of stalemate within the Committee, the U.S. and British
experts made creative use of the consensus rule governing decisions in the
661 Committee, by withholding support until the end of each month on oil
pricing proposals submitted at the beginning of each month by SOMO, the
Iraqi State Oil Marketing Organization. This retroactive price analysis gave
the U.S. and British experts the opportunity to compare oil prices sought by
SOMO to the actual market price of similar crude oils to determine if
SOMO’s prices reflected “fair market value” -- a requirement under
Resolution 986 (1995). Beginning in October 2001, the United States and
United Kingdom regularly employed the retroactive oil pricing mechanism
to evaluate SOMO’s suggested prices until the suspension of the Oil-for-
Food Program in March 2003,

The retroactive oil pricing we imposed had its intended effect: by the spring
of 2002, the UN Oil Overseers reported that oil price variations from market
levels had been reduced from as much as 50 cents per barrel to an accepted

industry variation of 3 to 5 cents per barrel.

Separately, allegations of kickbacks related to Oil-for-Food Program

humanitarian contracts began to surface in late 2000. U.S. and British
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experts raised this issue with 661 Committee experts and UN Office of the
Iraq Program representatives in late 2000 and early 2001 and formally
submitted 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 action could be taken.

Important measures taken to address this issue occurred following the fall of
the Saddam’s regime, when the United States, through the Coalition
Provisional Authority (CPA), 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 subsequent authorities granted under UNSC
Resolution 1483 (2003), CPA officials, in coordination with UN officials
and the Iraqis, took steps to eliminate surcharges in remaining Oil-for-Food

contracts.

In addition to efforts to eliminate or counter surcharges and kickbacks, the
United States also took initiatives to provide members of the 661 Committee
and the Security Council information and evidence of violations by the
Saddam regime through various briefings. The United States briefed
Security Council members in 2000 on the various ways the Saddam 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 ambassadors in the spring of 2002 on Saddam
Hussein’s non-compliance with UN Security Council resolutions, and

Saddam’s attempts to procure WMD-related materials.
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In March 2002 a U.S. interagency team briefed the 661 Committee on the
former regime’s diversion of trucks. U.S. Commanders of the Multinational
Maritime Interception Force (MIF) 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 the committee is what our
relationships were with Jordan and Turkey with respect to 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 Foreign Operations Appropriations Acts contained restrictions on
U.S. assistance to any country “not in compliance with the UNSC sanctions
against Iraq.” The 2002 FOAA, as carried forward in the 2002
Supplemental, for example, contained such language in section 531. The
restrictions under section 531 and its predecessors could be waived if the
President determined and certified to the Congress that providing assistance

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 enactment in 1991 by three successive

Administrations.

Jordan was and remains a critical partner with the U.S. in bringing stability

and a lasting peace to the Middle East. By ensuring that Jordan was not
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strangled by a lack of a critical resource, the Jordanian Government was able
to pursue policies of critical importance to U.S. national security in the
region. The Jordanians made clear to us that their trade would not aid
Saddam’s weapons programs. We understood 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 options. The UN Sanctions Committee, with USG support, “took

note of” Jordan’s imports of Iraqi oil and its lack of economic alternatives.

As we explained in the October 2, 2002 letter, similar consideration was
given to Turkey, a close ally of the United States, a NATO partner and host
of Operation Northern Watch. Turkey cooperated closely with U.S.
nonproliferation efforts against Saddam Hussein's regime. Our approach
was to encourage Turkey to bring its trade with Iraq into conformity with

UN Security Council resolutions.

Turkey claims that its cumulative losses from the Gulf War and ensuing UN
sanctions against Iraq amount to about $35 billion, and throughout the 1990s
pushed for ways to expand its trade with Iraq. From 1991 to the start of
Operation ITraqi Freedom, the United States worked with Turkey to
discourage trade outside of the UN sanctions regime. For instance, the
United States did not support a Turkish request for relief from sanctions
under Article 50 of the UN charter. In addition, the United States sought to
ensure that UN Security Council Resolutions did not legitimize trade with

Iraq outside the OFF Program.
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Throughout the 1990s and in the run up to Operation Iraqi Freedom, the
United States consistently sought to stem the increase of illicit trade between
Iraq and Turkey. For example, the United States strongly objected to
Turkey-Irag Joint Economic Commission meetings, opposed the opening of
a second border crossing between Turkey and Iraq, and protested vigorously
when the Turkish Trade Minister led a large delegation of business
executives to Baghdad in late 2002. Throughout this period, we continued
to press Turkey to regularize its trade with Iraq within the OFF Program.

Additionally, trade across the Irag-Turkey border provided an economic
outlet for Iraqi Kurds who were under constant threat from Saddam’s regime
and who shared our goal of opposing Saddam and are an important part of

the new Iraq.

Based on our close and continuing cooperation with these governments, we
determined that it was in our national interest to request a waiver on

prohibitions of assistance.

The last issue that I would like to address is that of accusations of
impropriety, mismanagement or abuse by UN personnel, contractors or

agencies.

The recently released UN Office of Internal Oversight Services (O10S)
audits and the Independent Inquiry Committee's Interim Report paint a very
disappointing and disturbing picture regarding this issue and we remain

deeply concerned.
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The lack of transparency on the part of the UN with regard to the OIOS
audits has long been of particular concern. The United States Mission to the
United Nations has continually sought access to the O1OS audit reports.
These were initially denied, as access was deemed to be outside of General
Assembly rules. Our staff worked tirelessly since this past summer to get
these particular Qil-for-Food audits released, but both the UN Secretariat

and the Volcker Committee declined.

Therefore, last fall, the United States put forward language for inclusion in a
General Assembly resolution requiring that the UN make all OIOS audits
available to UN member states upon 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 audits
covering the Oil-for-Food program. Two weeks later, the audits were made

public,

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

recommendations.

The Oil-for-Food Program was a unique endeavor -- a humanitarian program
on a scale that we never imagined for which there was no precedent.
Although it provided essential sustenance to the Iragi people, it was also

manipulated by Saddam Hussein and his cronies to undermine the sanctions
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regime and to further their nefarious political and personal agenda. Recent

revelations have exposed problems in the UN’s oversight of the Program.

Mr. Chairman, as we go forward, we will take the lessons that we have
learned through the Oil-for-Food experience and apply them to future UN
endeavors. We will continue to work to improve the UN's management
capacity. We have a reform agenda in front of us now. The audit reports
will also serve as another tool to improve our ability to monitor and correct

problems at the UN.

Mr. Chairman, thank you for this opportunity to appear before this
Committee. I now stand ready to answer whatever questions you and your

fellow Committee members may wish to pose.
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iragi Memo Describing The Bribe of a U.N. Oil Inspector

Transactions with the French Company IBEX ENERGY during the Phases of

Cy dugad
Memorandum of Understanding

il 1BEX ENERGY 5 go s
- Deahng with the company started in phase (S) of the Memorandum of
ding where the pany itted a request to buy the Iraqi crude oil S e 0 L 0 850 e S

to Taha Yasin Ramadan, who referred the request to the Ministry of Oil for action

and advice. The Oil Marketing Company explained that they were not aware of

the company, and suggested not to give it any allocation since the company’s

stance is unknown. Nonetheless, Taha Yasin Ramadan allocated (1, 8) million

barrels to the company during phase (5), and a contract was signed with the

company on 01/27/1999 for the mentioned quantity, which was approved by the

former minister of oil on 01/31/1999,

The inued to get oil alfocations in the of the foll

phases up 1o phase {13) (the last) as follows:

Phase Allocated Quantities Fulfilled Quantities
(Million barrel) {Million barrel)

BBt sk 3 s Bl 236,33
8 1,996 o B s
5 P iy 457 00d g 46500 o D S b 1
ot e b 8 et R 2 5 50
e 852 b snd b PR i il
A e

Ncl Fulfilled
a3 1,725 o

3- Doing business with the French Company as explained above is normal and similar to
the way business was done with many comparable companies who were able to obtain oil
allocations during the phases of the Memorandum of Understanding. But what did not
seem normal in dealing with this company is the fact it was the only company able to
penetrate the tight control of the oif supervisors at the pont of transport, and then tamper
with the loaded quantities by bribing one of the employees of the Dutch Company
Saybolt, whom the United Nations assigned to supervise the transport of Iraqi crude cil,

1-2 B 0ot ot 2t A Ab-'-udq-‘ Ue gas 2t

Our information indicates that this French company has been twice able to load quantities
that exceeded the ones mentioned in the contract, whose totals were calculated over two
phases. The first phase consisted of paying the value of the original contractual quantity b e A 0 ) sy 00
through the mechanism of the United Nations, while the second phase consisted of e 350
calculating the sum of additional quantities of the contract, which were paid to the former CUTVI ISV RN TEI S PRI
regime in a special account in France Bank, Beirut, after those, who secumd th)s B R 0 RN T 3 Y ke Y e
tampering, received their shares of bribe ding to an p ly d 0155500 U3 Gtesin a5y | 0] nd 3 S D 0
with each one of them. N9 140 il b o 50D g e 3
o35 30k QD s e by iiasn pa3digde i
The additional quantity, which was not included in the original calculations of contract, i At
reached 500 thousand barrels for an approximate total of $9,000,000 (nine million i A TS b i e
dollars). 20% of this total was paid on behalf of the French company that executed this B 1 o 00 03 30 s
operation, and 80% to the former regime in the above-mentioned account. Our e 145 B 2ty JOGRAINY o5 pmemedd
information indicates that the bribe of the person, who works for Saybolt Dutch Company
for forging the documents, reached $105,000.
The forgery process took place by order of the president of former regime and was
executed by several leader officials.

e

4. Our information also indicates that the French company continued to receive oil
ities within the allocations of subseq: phases until phase (13). However, the
d another Jord: company (JOGRAIN) to receive its allocations on
its behalfas of phase (11).
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Sagbult

FAX MESSAGE A CANE CASTEATURIES Camay
SAYBOLY PORTUGAL FABY FO THE FONT.
Faxnumber 0031 10 4601299
To : SAYBOLT NEDERLAND
Alin : ANNEKE STRULIS
Date : 18-12-02
Bubject : MR. ARMANDO OLIVEIRA
Nt of pages 3 {indludiing this pege}

[~

0
-1 Anneke,

G/ f)) Attached are photocopies of Mr. Oliveira‘s passport with arrivalideparture stamps.
1 Pis. let me know i you need further docs.

/ [ Be: rds
Dﬂ:’zj SAYBOLT PORTUGAL
(—n\':—} Paula Martins

1 you are sartifiad with our services do tefl others. ¥ you am NOT satishied, plaasa do tell us:
it saybol com/complaint it/

All aur activities aro carrled out urder our general teems and conditions and in acrordance with our coda of praclioe.
The general conditions can be consulted at hitfp: Mww. Saybolt com/ , and will be sent upon fecues? free of charga.

The i yin this e is cor and may be egally privileged, K is intended solely for the addressee(s),
Accass o this message by sryone eise is un authorised. f yau are not the intended recipient, any daciosurs, copying,
distribution or any action teken o omitied to be taken b reliance on it, is prohibited snd may be untawful.

Al rasults and data contaned in this document ere subject 1o cur genaral terms and conditions and are valid only when
supooried by o ociainal document,

5033171
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SAYBOLT INTERNATIONAL B.V.
P.o.box 151
3000 AD Rotterdam

The Netherlands “

Saybalt
TELEFAX A [ORL LABBRATORILS CEXPANY
Fax number reciptent +1 212 7721794
To Permanent Mission of Iraq to the UN, New York
Attention Mr. Mowafak M. Ayoub, Counselior
Sender Anneke Struijs
Phone +3110 4609218
Fax +3110 4601299
Our reference AST
Date 10.07.00
Re Visa support
Total no. of pages 1

Dear Mr. Ayoub,

Messrs. P. Groen and A. Costa Oliveira from Saybolt Internationat BV will be
replacing Messts. T. Pikk and Murikkoli for their vacation as from 20 July 2000.

We would be grateful if a visa could be available at the Iragi Embassy in Amman,

We take this opportunity to thank you for giving this matter your attention,

Yours faithfully,
Anneke Struijs
Secretary to Peter B-'__
g Costa Oliveira
€ 2] | [Armando Carlos
g %f' " {Portugese
5 2|\ l03.10.1958
25| B |F-504464
Place of issue z 8 04.07.2000
Expiry date B 'gi 04.07.2010
Arrival Amman [§ |38 § 22.07.90
%5
wow
RIT Sur activities T‘f..mm&mmwﬁr“m

and in accordance with our code of practice.

The information in this message is confidential and maybe legally
privileged. It is intended solely for the addressee(s).Access to this

message by anyone else is unauthorised. If you arxe not the intended
recipient, any disclosure ,copying, distribution or any action taken or
omitted to be ctaken in reliance on it, is prohibited and may be

unlawful .All results and datacontained in this document are subject fo our
general terxms and conditions and are wvalid only when supported by an
original document.

5024930
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“SAYBOLT {PORTUGAL}, LDA" <saybolt_portugai@ip.pt> on 11-07-2000
14:39:44

Please respond to "SAYBOLT {PORTUGAL), LDA” <saybolt_portugal@ip.pt>
To: Anneke Struijs@Saybolt

[= N

Subject PASSPORT DETAILS

SURNAMES: Costa Oliveira

FIRST NAMES! Armande Carlos

NATICNALITY: Portuguese

PLACE OF BIRTH: 5. Sebastiao da Pedreira - Lisboa
DATE OF BIRTH: Q3-10-1958

CIVIL STATUS: Married

RESIDENCE: Mina ~ Amadora

PASSPORT No.: F-504464

DATE OF XSSUVE: 04-07-2000

EXPIRY DATE: 04-07~2010

Best regards
Orlande Garcia

5033179
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SAYBOLT INTERNATIONAL B.V.

P.o.box 151

3000 AD Rotterdam

The Netherlands 3
Saybolt

TELEF AX & CORE LASSRATORILS CONPARY

Fax number recipient P41 212 7721794

To Permanent Mission of Irag to the UN, New York

Attention Mr. Mowafak M. Ayoub, Counselior

Sender i Anneke Struijs

Phone +3110 4609218

Fax +3110 4601299

Our reference AST

Date 10.07.00

Re Visa support

Total no. of pages 1

Dear Mr. Ayoub,

Messrs. P. Groen and A. Costa Oliveira from Saybolt International BV will be
replacing Messrs. T. Pikk and Murikkoli for their vacation as from 20 July 2000.

We would be grateful if a visa could be available at the lragi Embassy in Amman,
We take this opportunity to thank you for giving this matter your attention.
Yours faithfully,

Anneke Struijs
Secretary to Peter Boks

Name Costa Oliveira
First name(s Armando Carlos
Nationali Portugese

Date of birth 03.10.1958

Passport number F-504464

""V‘T "

Place of issue 04.07.2000
Expiry date 04.07.2010
Arrival Amman 22.07.00

= Redacted by the Permanent
Subcommittee on Investigations

§ v—

EIT ur sctivitie rried out under our general terms and conditions
and in accordance ir code of practice.

The information in this message is confidential and maybe legelly
privileged. 7Tt is intended sclely for the addressee(s}.Access to this

message by anyone else isx unauthorised. If you are not the intended
recipient, any disclosure ,copying, distribution or any action taken or
cmitted te be taken in reliance on it, is prohibited and may be

unlawful .All results and datacontained in this document are subject tao our
general terms and «<onditions and are wvalid only when supported by an
original docunent.
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4

QA
trag Oif inspection Contract SAYBOLT

for The United Nations

RULES OF CONDUCT FOR STAFF ENGAGED IN CONTRACT

The nature of this contract calls for cenain rules of etiquene and conduct 10 bz mal

meintained at
all times by all personnel ar the various poims of operation when both on or off duny
Savbolt Eastern Hemisphers BV has besn engaged by the United Natons o Inspest and
Anehvse oil shipments exporied from Irag.

o4

Being the frst convact for the shipment of oil frorn Iraq o be sold under e auspicss of the

Uniied Nations, it will no doubt atract much auention, pari

2R

sourzes. [t is thersfore more important than ever that vou work and behav

)

olite and considerate as well as act with diplomacy, sensitivi
during the period of the contract.

Whilst in Irag vou will be representing not only the Saybolt Group bur 2lso the United Netions

[ERR-pe-)

and 17 turn vour own counuy. Therefore you will be expecied 10 act 2nd abnde by the laws

9

-

o9

cusioms of (he coungy, to act in moderation and above all

show respast 10 the local population at alf times.

T werms of the contract require Saybolt 10 produce accurate measurement of the Guantity of

LU
oil shipped and exacr analysis of the quality of each and every consignment.

The following rules of conduct have been set out for the benefit of everyone concerned and vou
are required to act in accordance with them. They may be updated Som time 1o time. Please
rzad them carefully and complete and sign one copy: Keep the other copy with vou during

vour stey in lrag.

1. During working hours only the Saybolt approved and supplied overalls, cep, saferv
helmet and safety gloves are 10 be worn with black socks, blue tiz and uniform.
Safery shoes must be made of leather and be black in colour.

Tee shirts, wainers or similar clothing or footwear are smictly forbidden to be wom,

Cade of Conduct

Permanent Subcommittee on Investigations

EXHIBIT #11

5033183



242

A4

Clothing and shoes must be clean and in good condition at all times. SAYBOLI

2. At all imes whether on or off duty your hair is to be kept short and neatly combed and
your face must remain clean shaven.

3. When off duty, the clothing you wear should be kept respectable, such as short sleeve
white shirts, socks, trousers or shorts. Shoes must be made of leather.

At no time will printed or coloured tee shirts, vests, trainers or clothing and footwear
be worn of tolerated.

4 At all times you will respect the local and state laws that are in force as well as the
customs of the country.

5. Contact with the press or other media is not permitted.

6. 1f approached by the press or other media, you are to make no comment whatsoever,
simply and politely refer them to your manager/Rotterdam

7. At no time are you to discuss local pelitics or international politics or religion with
anyone, you will maintain a neutral position on all of these subjects throughout the
period of your stay.

8. The possession, handling, selling or taking of drugs is strictly forbidden at s}l times and
is the subject of instant dismissal from the Company.

9. Alcohol may be consumed during off duty periods in strict moderation and only when
the local laws permit. Aleohol abuse and/or drunkenness is strictly forbidden at all
tirmes.

10.  Immoral liaison with a local or any other person is strictly forbidden and the subject of
instant dismissal from the Company.

11, You will not become involved in any arguments or disputes with the local community,
your fellow colleagues, or any other person(s).

Code of Conduct

- 23

w0
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12, Any suspicious approach by a person or persons should be notified SAYBO[_T
immediately 1o vour manager/Rotterdam.

i3, Anyapproach by local staff or any other person(s) to alter 2 measurement or analysis

figure is to be immediately reported to vour manager/Rouerdam.
14, During the peried of this contract you may be required to operate from a country other
than Irag. Kindly note that these Rules of Conduct are applicable in ali counties you

may visit as well as when vou are wavelling by sea, air or anv other means of ransport.

] have read and undersiood the above Rules of Conduct and will act and abide by them

accordingiv.

Print \melfwww CQQMW"
Address.‘

vemamen = Redacted by the Permanent
Subcommittee on Investigations

CC’U‘T“_ -------

For eand)ya behalf of Savboit Eastern Hemisphere BV,

Signed.!,

Date..z‘l.‘.{. 3 ! L0

TitlePosiy (LR

Code of Conduct - 33

206
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v '
tageo <
Quiid : a3

SAYBOLT

: Anpex [
2 GENERAL RELEASE FROM LIABILITY ON ACCOUNT OF
: USE OF UN-PROVIDED TRANSPORT

i I, the undersigned, hereby recognize that all my travel on the UN-provided
| transport, pursuant to Contract PTD/CON/__/95 berween the United Natlons and
e Savbolt Eastern Hemisphere BV, is solely for my own convenience and benefit
for purposes of work related duties or for emergency medical reasons. and may
i - take place in areas or under conditions of special risk. In consideration of being i
i oermitted 1o travel on such means of transport, | hereby:

i
i
3
'

21 Assume all risks and habiliiies dunng such travel,

2) Recognize that neither the United Netions nor znv of its oricials. :
smpiovees or agents are liable for any loss, damage, injury or death that mey be P
susizined by me during such travel, i

<) Agree, for myself zs well as for my dependents, heirs and estate, i0 hold
hzrmless the Umsted Netions and all its officials, employees and agents from zay
clzim or action on account of any such loss, damage, injury or dearn: [

i éi Agree, for myself 25 well as for mv dependents, heirs and estate, that, in i
P the event that the United Narions has insurance to cover personal injury or dsath, .
the liability of the United Narions shall be limited and shall not exceed: the i
amounts of such insurance coverage; or in the case of loss, damage. injury or |
death during carriage by air, the limnations on the amounts recoverable by
‘ passengers under the provisions of the Warsaw Convenuon.

i
i
i
'

i

E : 2) Further agree, for myself as well as for my dependents, heirs and estate,

| thai we shall look first 10 anv insurance taken out by myseif or provided by my
H emplover of 1he camier covering such loss damage, injury or death, and that

o compensation shall be payable by the United Nations onlv to the exient thar the
H timits provided under paragraph "(d)" above, exceed the amounts recqyvered from i

: Ch Imsurance

Passender

o
2
o
1

Te {010 460 95 11
Telex 216 42
Fax (0101435 35 60

Al our activiiies arg camez out ungar the terms laaged
at the Arrondissementsrectbank {County Counti in Roeraam
Tratte Register Romerdam No 234011

5033186
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SAYBOLT EASTERN HEMISPHERE BV v

"

SAYBOLT

Anpex 111 s
GENERAL RELEASE FROM LIABILITY ON ACCOUNTQF i
PROVISION BY UN OF EMERGENCY MEDICAL CARE P

1. the undersigned, hereby recognize that al} emergency medical care provided 10 P
me at UN medical facilities, pursuant to contract PTD/CON/__/96 between the .
United Nations and Savbolt Eastern Hemisphere BV, is solely for my own :
convemence and benefit for purposes of work-related duties or for emergency L
‘ medical reasons, and may take place in areas or under conditions of special risk. -
[ In consideration of receiving such medical care, 1 hereby’

' 2] Assume all nsks and hiabilities in connection with the provisions of such i
e medical care;

o o) Recognize that nenther the United Nations nor any of its officials, ;
i emplovees or agents are biable for any loss, damage, injury or death that may be
susiained by me during the provision of such medical care;

i Ly Agree, for myself as well as for my dependents, heirs and estate, o hold
harmiess the United Nations and all 1s officials, emplovees and agents from any :
\ claim or action on account of any such less, damage, injury or death, .

<} Agree, for myself as well as for my dependents, heirs and estate, thay, in
the event that the Uinited Nations has insurance to cover personal injury or deatn,

the liability of the Umited Nations shall be limited and shall not exceed the
amounts of such insurance coverage.

e} Further agree, for myself 25 well 2s for my dependents, heirs and estaie,
that we shall Jook first 10 any insurance taken out by myself or provided by mv
employer covering such loss damage, injury or death, and that compensation shall
be payable by the United Nations only 1o the extent that the limits provided under
paragraph "(d}" above, exceed the amounts recovered from such insurance.

Passeng P
T\ pafaow L
Date =l !
T
J N H
A ~
Fog avoress Tei. (5101460 99 1 All our atwvitiss are camied out under the terms lodged
ESo - REY Telex 216 22 2! Ine Arondisszmentsrecntoank {Ceurty Court) in Roterdam
3003 A0 A mo Fax (010} 435 35 00 Trade Regisier “otergam Ne 234 011
Tog Na

5033187
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“"SAYBOLT {PORTUGAL), LDA" <saybolt_portugal@ip.pt> on 11-07-2000
171413

o

Please respond to "SAYBOLT (PORTUGAL), LDA" <saybolt_portugai@ip pt>

To: Peter Boks@Saybolt
[ Anneke Struijs@Sayboit
Subject:

New tax law in Portugal since 1st January of 6.5% on subsistance allowance

with direct reflect om the payment due to the inspectors involved in the Irag preogram.
Because of this we should ihcrease the monthly fee to US$ 6,600. This fee is to be
applied to all inspectors, i. e., Mr. Ricardo Cotrim, Mr., Pedro Goncalves and Mr.
Armando Oliveira.

We advise that we have admited in Saybolt Porrtugal Mr. Armando Oliveira on a term contract
Best regards

SAYBOLT PORTUGAL
Jorge V, Gongalves

All our activities are carried out undel
our general terms and conditions and in
accordance with our code of practice.

The information in this message is
confidential and may be legally
privileged. It is intended solely for
the addressee(s).Acess to this message
by anyone else is unauthorised. If you
are not the intended recipient, any
disclosure, copyaing, distribution or any
action taken or onmitred tc be taken

in reliance on it, is prohibited and may
be unlawful. All results and data
contained in this document are subject
to our general terms and conditions and
are valid only when supported by an
original document.

- aftt.him

5033178
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Anneke Struijs

20-06-2000 14:42
To: "SAYBOLY (PORTUGAL), LDA" <saybolt_portugal@ip.pt>
ce Peter Boks@Saybolt, NBORC@CCOMAL

Subject. Armando Qliveira 5)
Dear Mr. Goncalves,
We will apply for the approval of Mr. Oliveira by the UN today.

Mr. Otiveira is scheduied 10 arrive Amman on 23rd July. Arrival in the Netherfands to be on
Thursday 20 July tate afternoon,

! have made a provisional booking Amsterdam - Amman, departure 22nd July, Arrival 23 July at
00.50.

The return flight from Amman will se on 20 September arriving at 12.50. There are two flights
back to Portugal,

13,45 and 18.35. Please also make a provisional booking from Lisbon to Amsterdarm on 20 July
and retum 16 Lisbon on 20 September. if possible ticket should be fiexible.

Attached please find the drafl contract as per your request

. Conexamp.doc

Regands
Anneke
"SAYBOLT (PORTUGAL), LDA™ <saybolt_portugal@ip.pt> on 20-06-2000 09:51:51

"SAYBOLT (PORTUGAL), LDA" <sayboit_portugaigip.pt> on 20-06-2000
09.51:51

Please respong to "SAYBOLY (PORTUGAL), LDA" <saybolt_podugai@ip. pt>

To Anneke Struij yoolt, Peter Bok ybolt, SAYBOLY NBOBC@CCMAIL
o

Subject:

Attention: Peter Boks
Richard Barnes
Anneke Struijs

Attached the CV of Mr. Armando Oliveira.

I call your attention that this professional is coming from the competition and he
will be available as of 1st july. Please make urgent arragements for his immediate
start in the programme.

5033180
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"Armando Oliveira™ <Armando.Oliveira-188cHx.pt> on 190272002 14:11:14

To: “Viadimir Polyakov' <VEGA@fariep.net>, "Teddy Aguina” <teddyaquinof@yahoo.corn>,
NBOg8@Saybolt, NBO3C AT SAYNLRDM@CCMAIL, Richard Bames@Saybolt, Richard
Barnes@Saybolt, Peter Boks/Sayhoit/iNL@Saybolt, "Olag Kokorovets <sokolos@!arlep net>
NB13@ Saybolt, NBOSE@ Saybolt, NBOS@Saybelt, NBOI@S it, Marion Stesnb

Marinus Jansen{Saybolt, Koenraad Sluimer@Saybolt, Graham Bre!USayboIUNL@SayboM "c '

Batson” <cbatsan@emirates.net.ae>, Anneke Struijis@Saybolt
[43

Subject: Greattings to Everyone

Deaxr Colleaguea

Sorry for the delay, but this Fmail is to TANK YOU for the cooperation and
profassionalism that all the people during almoat two years worked with me at
MAR and to all the others that in other parts of tha Program OLL FOR FOCD were
directly or indirectly involved on the work.

1f during this time I was unpolitied, over reacted or take wrong decisations
about eemething my humbly apologise and all the actions were without second
intentions or prajudice and taken on the best of my Knowledge.

Once moye TANK YCOU.
Kindly Regards to all

Armando oliveira
Lishon 19-03-2002 13:00LT

lD - aitt.htm

8033174
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From:

To:

ec:
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NBOSC AT SAYNLRDM@CCMAIL on 06/05/2001 12:57 AM

“ems:internet (Abraham Mathal) Imathai@un.orgl* AT MCIMAIL@TFS@SAYNLRDM@CCMAIL,
ems m(emet (Sa;n) {sajit®un.org)” AT MC&MAIL@TFS@SAYNLRDM@CCMAlL Peter

i . Graham sinternet {Taleb Al) {say_tma@go.com.jol” AT
MCIMA!L@TFS@SAYNLRDM@CCMAIL NBOB “emszinternet {Adnan Almasarweh)
(s|masarweh@un org)' AT MC!MA\L@TFS@SAYNLRDM@CCMAIL ~ems:internet [Security

{ m,um, p Lorg)” AT MCIMALL@TFS@SAYNLROM@CCMAIL,
" i Y Wazir) {wazir@un.org)® AT MCIMAIL@TFS@SAYNLRDM@CCMAIL

Subject: Saybolt UN Iraq - Wk.19/20 - On Site Staff List.

To UN Baghdad. Security
Attn Mr. Abraham Mathai.
Mr. Sajit

Mr. Elsayed Ibrahim
Mr. Adnan Almarsarweh
Security Operations.
Mayscon Wazir.

ce Saybolt Rotterdam
Attn Mr. Peter Boks
Mr. Graham Brett
cc Saybolt MEHQ
Attn Mr. Taleb Ali
From Richard Barnes / Saybolt UN Teams. Baghdad, Iraq.

Dear Sirs,

Please find revision of personnel list; Saybolt UN Monitors stationed

at the following Iraq locations.

Travel Dates;
14/05. - Staff entering Iraqg, crossing horder.
15/05 & 17/035 - Staff exiting Iraq, crossing border.

Baghdad.

e

Peter Groen Dutch (TL)

Fuedore Aquino Filipino (Arrives 14/05)

Lyndon Gambalan Filipino
Francisco Castillo Filipino

Vilu Kirt Estonian {Arxrives 14/0%)
Heiki Uuemaa Estonian {Arrives 14/05)
Reimo Vatsk Estonian {Departs 15/05)
Argo Jaanimagi Estonian {Departs 15/05)
Ilya Alkhazov Russian (Depaxts 17/05)

Mina Al Bakr.

P e LT

Armando Oliveira Portugese (TL)

Sergey Bouzdyk Russian
Volodymyx Polyakov Russian (Departs 17/05)
Valarie Poudov Russian

5025491
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Peter Popov Russian

Singson Danilo Filipino

Gordan Schoeman $.African (Arrives 14/05)
Zakho.

Heinz Schumko Dutch (TL)

Tovio Laanmets Estonian {Departs 15/0%5)
Romeo Notario Filipino

Sergey Akulov Russian (Arrives 14/05)

{TL) Denotes location 'Team Leader!

With thanks and kind regards,
Richard Barnes / Saybolt UN Teams in Irag.

$025492



NB13C AT
SAYNLRDM@CCMAIL

05/1372001 10:52 AM

253

To: Graham Brett
ce: Peter Boks

From: Saybolt UN Team - Mina Al Bakr

Dat May 13,2001.
Time: 09:45 hrs L.T.

Dear Graham, Rinus,

Weather Conditions:

Clear

Vessels alongside

Subject: Re: 2198/01, Daily Report Mina Al Bakr

SWAN SEA ¢ Loaded until Today 1,770,000 Bbls
= 29,000 Bbls/h

Loading rate

ETC 13/05/01 P.M.

BERGE BORG : Loaded until Today 353,500 Bbis
= = Loading rate
ETC 15/05/01 A.M.

16,000 Bbls/h

ESSEX : Waiting for the finishing of SWANSEA to start the

Vessels at anchorage

NIL

Vessels expected:

loading.

ASTRO BETA L*Can 14/05 - Hot
SKOPELOS L*Can 15/05 ~
FRONT COMMERCE L*Can 16/05 -
KRAKA L'Can 18/05 -
ROME L'Can 20/05 -

Confirm receipt of following UN

Contr.# Purchaser

Item Date

confirmed
"

fax messages:

Ship

by SOMO

BNP No.

Onty MB

M/09/44 GLENCORE AG
M/09/101 ALFA-ECO
M/09/118 AMEASC INC.
M/09/119 MACHINOIMPORT

C/Amm (4)11/05
Contr. 10/05
Contr. 11/05
Contr. 11/05

2,000
Z,000
2,000
2,000

Monitors on Station

Armando Oliveira
Valeriy Poudov
Petr Popov
banilo Singson
Sergey Bouzdyk

Kind regards

Saybolt UN Team - Mina Al Bakr.

S023843
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NB13C AT To: Graham Brett
SAYNLRDM@CCMAIL oo Peter Boks . :
0511412001 11:02 AM Subject: Re: 2203/01, Daily Report Mina Al Bakr

From: Saybolt UN Team - Mina Al Bakr
Date: May 14,2001.
Time: 10:00 hrs L.T.

Dear Graham, Rinus,

Weather Conditions:

Clear

Vessels alongside :

SWAN SEA ; Finished Loading 13/0% 11:25 rep.30263 sent
{Sailed on the 14/05 -~ 00:10)

: Loaded until Today 1,192,900 Bbls
Loading rate 37,000 Bbls/h
ETC 15/05/01 A.M.
COMMENCED DEBALLASTING 13/05/01 01:15
COMPLETED DEBALLASTING 14/05/01 01:00

Loaded until Today 306,000 Bbls
Loading rate 28,000 8bls/h
ETC 16/05/01 A.M.

Vessels at anchorage

KRAKA : Arrived at Anchorage A. at 14-01:50

Vessels expected:

ASTRO BETA L*Can 14/05 ~ Not confirmed by SOMO
SKOPELOS L'Can 15/05 - " "
FRONT COMMERCE L'Can 16/05 - " *
ROME L'Can 20/05 ~ " "
RAL L'Can 22/05 ~ ” v
FRONT CHAMPION L'Can 23/05 ~ " "

Confirm receipt of following UN fax messages:

Contr.4% Purchaser Item Date Ship BNP No. Qnty MB

Menitors on Station

Armando Oliveira
Valeriy Poudov
Petr Popov
Danilo Singson
Sergey Bouzdyk

Kind regards
Saybolt UN Team - Mina Al Bakr.

023844
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NB13C AT To: Graham Brett
SAYNLRDM@CCMAIL cc: Peter Boks

Subject: Re: 5/01, Daily R Mina Al Bak
0511572001 10:08 AM ubject: Re: 220! Daily Report Mina Al Bakr

From: Saybolt UN Team - Mina Al Bakr
Date: May 15,2001.

Time: 09:15 hrs L.T.

Dear Graham, Rinus,

Weather Conditions:

Clear

Vessels alongside :

BERGE BORG : Finished Loading 15-07:25
i = At this moment we are is measurements

: Loaded until Today 747,291 Bbls
Loading rate 37,000 Bbls/h
ETC 16/05/01 R.M.

Vessels at anchorage

KRAKA
ASTRO BETA

Arrived at Anchorage B. at 14-01:50
Arrived at Anchorage A. at 14-10:00

Vessels expected:

SKOPELOS L'Can 15/05 - Not Confirmed by SOMO
FRONT COMMERCE L'Can 16/05 - " "
ROME L*'Can 20/05 - " "
URAL L'Can 22/05 - ” "
FRONT CHAMPION L*Can 23/05 - " "
TBN L’Can 25/05 - s "

Confirm receipt of fellowing UN fax messages:

Contr.# Purchaser Item Date Ship BNP No. Onty MB

Monitors on Station

Armando Oliveira
Valeriy Poudov
Petr Popov
Danilo Singson
Sergey Bouzdyk

Kind regards
Saybolt UN Team - Mina Al Bakr.

$023845
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From:  NB13C AT SAYNLROM@CCMAIL on 05/15/2001 10:08 AM

To: Graham Brent
cc: Peter Boks

Subject: Re: 2205/01, Daily Report Mina Al Bakr
From: Saybolt UN Team - Mina Al Baky
Date: May 15,2001.
Time: 038:15 hrs L.T.
Dear Graham, Rinus,

Weather Conditions:

Clear

Vessels alongside

BERGE BORG : FPinished Loading 15-07:25

mmeazzmsT At this moment we are is measurements
ESSEX : Loaded until Today 747,291 Bbls

[ Loading rate 17,000 Bbls/h

ETC 16/05/01 A.M.
Vessels at anchorage
KRAKA : Arrived at Anchorage B. at 14-01:50
ASTRO BETA : Arrived at Anchorage A. at 14-10:00

Vessels expected:

SKOPELOS L*'Can 15/05 - Not Confirmed by SOMO
FRONT COMMERCE L'Can 16/05 - " "
ROME L'Can 20/05 - " "
URAL L'Can 22/05 - " "
FRONT CHAMPION L'Can 23/05 - " "
TBN L'Can 25/05 - " "

Confirm receipt of following UN fax messages:

Contr.# Purchaser Item Date Ship BNP No. Qnty MB

Monitors on Station

Armando Oliveira
Valeriy Poudov
Petr Popov
Danilo Singson
Sergey Bouzdyk

Kind regarxds
Saybolt UN Team - Mina Al Bakr.

5023830
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REMARKS:

Monitors on Station:

Armando Oliveira
Gordon Schoeman
Danny Singson
Sergey Boudyk

In Basrah Rest House:
Travel today to Platform:
Rogerio de Sousa

Ralph Murray

Kind regards
Saybolt UN Team - Mina Al Bakr.

[

5023831



NBA3C AT
SAYNLRDM@CCMAIL

05717/2001 12:20 PM
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To: Graham Brett, "Graham Brett” <graham_brett@compuserve.com>

c¢: Peter Boks
Subject: Re: 2211/01, Daily Report Mina Al Bakr

From: Saybolt UN Team - Mina Al Bakr

Dat.

Dear Gra

Weather

May 17,2001.
Time: 11:00 hrs L.T.

ham, Rinus,

Conditions:

Cleaxr, and Very Strog Wind

Vessels

ESSEX

alongside :

Left pier 16-20:30

Manoeuvring of ASTRO BETA was cancelled seconf time due to

Strong Wind. They gone try today in the Afternoon if the

wheater permit.

Vessels at anchorage

KRAKA : Arrived at Anchorage B. at 15~10:45 Not Confirmed
ASTRO BETA : Arrived at Anchorage B. at 14~10:00 Confirmed By SOMO
SKOPELOS : Arrived at Anchorage B. at 15-17:30 Confirmed by SOMO
FRONT COMMERCE + Arribed at Anchorage A. at 16-05:30 Confirmed by SOMO
Vessels expected:

ROME L'Can 20/05 - Not Confirmed by SOMO

URAL L>Can 22/05 - " "

FRONT CHAMPION L*Can 23/05 - " "

TBR L'Can 25/05 - " "

OPALIA L'Can 26/05 - " "

Confirm receipt of following UN fax messages

Contr.§ Purchaser Item Date Ship BNP No. Onty MB
4709/01 ALCON PETROL. C/Amm{5)15/05 4,000
M/09/28 NAFTA PETROL. C/Amm{4}15/05 1,200
M/09/60 PETROGAZ L/C 15/05 URAL D727417 2,000
M/G9/86 ZERIC GMBH L/C 15/05 FRONT CHAMPION D727418 2,000
M/09/76 MARBEL R, L/CAm(1)15/05 WELH VENTURE({*) D727183 2,000
{*}Already Loaded

Monitoers on Station

Armando Oliveira

Valeriy
Peter Po
Danilo S

Poudov
pov
ingson

Sergey Bouzdyk

Kind reg,

axds

Saybolt UN Team - Mina Al Bakr.

$023846
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N813C AT SAYNLRDM@CCMAIL on 05/17/2001 12:20 PM

Graham Brett, “Graham Brett™ <graham_bre((@cumpusewe.com>

Peter Boks

Re: 2211/01, Daily Report Mina Al Bake

From: Saybelt UN Team - Mina Al Bakr
Date: May 17,2001.

Time: 11:00 hxs L.T.

Dear Oraham, Rinus,

Weather Conditions:

Clear, and Very Strog Wind

Vessels alongside

ESSEX : Left pler 16-20:30

Manoeuvring ot ASTRO B3TA was cancelled

Streng Wind. They gone try today in the Afternocon if the

wheater permit.

vessels at anchorage

seconf time due to

KRAKA : Arrived at Anchorage B. at 15-10:45 Not Confirmed
ASTRO BETA : Arrived at Anchorage B. at 14-10:00 Confirmed By SOMO
SKOPELOS : Arrived at Anchorage B. at 15-17:30 Confirmed by SOMO
FRONT COMMERCE : Arribed at Anchorage A. at 16-05:30 Confirmed by SOMO
Vessels expected:

ROME L‘Can 20/05 - Not Confirmed by SOMO

URAL L'Can 22/05 - " "

FRONT CHAMPION L*Can 23/05 - " "

TBN L!Can 25/05 - " "

OPALIA L*Can 26/05 - " "

Confirm receipt of following UN fax messages

Contr.§ Purchaser Irem Date Ship BNP No. Qnty MB
M/09/61 ALCON PETROL. C/Amm{5)15/05 4,000
M/09/28 NAFTA PETROL. C/Amm{4}15/05 1,200
M/09/60 PETROGAZ L/C 15/05 URAL D727417 2,000
M/09/86 ZERIC GMBH L/C 15/05 FRONT CHAMPION D727418 2,000
M/09/76 MARBEL R. L/CAm{1)15/05 WELH VENTURE(*) 0727183 2,000

{*}Already Loaded
Monitors on Station

Armando Oliveira
valeriy Poudov
Peter Popov
panile Singson
Sergey Bouzdyk

Xind regards
Saybolt UN Team - Mina Al Bakr.

5023862
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10 Qut 01 1S5:19 Pulse Orb 214830380 p-L
Page 1 of 1
Miguel Oliveira
From: “Armando Oliveira” <Armando.Oliveira-188@clix>
To: <pb@saybolt.com>
Sent: quarta-feira, 10 de Qutubro de 2001 14:16
Subject: Fw:

—-- Qriginal Message ~——

From: Armando Oliveira

To: peter boks@sayboit.nt

Sent: Wednesday, October 10, 2001 1:53 PM

Dear Peter Boks
Regarding the phone cails of yesterday, I'm gone try to sumunarise the procedures.

After receiving the Un Confirmation (LC) we confirmed with terminal manager if they already have
the Somo order to Joad. If every thing is Ok, after vessel’s mooring we went on board to perform the
OBQ inspection.

After loading the final inspection is performed and checked on the end with vessel Ch officer if our
calcudations have the same figures (TOV and FREE WATER) as vessels.

After that we went to our office to performed our report and prepare the B/Lading paper

That we give to MAB Shipping Department, and the Un Notification.

As soon as we have finished the paper work, we went on boar with the UN Notification

To confirmed with the captain if the discharge port is the same that we have in documentation If
cverything is ok the papers are signed and captain stay’s with none copy and Saybolt with the other.
AREr that we came out from the vessel and went to the accommodation, here normalfy we stay, some
time on the office, dayroom or Dining Room.

‘What happened after until the vessel’s left from the pier we don't now.

About the question that you asked to me if some time I was under pressure or asked to turn around
my Eyes, this kind of things never happened.

All saybolt people have very good relation ship with all terminals personal.

1 hope that will be enough for you

Best Regards
Armando Oliveira

10-10-2001

8023778
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4 NOY. 206122153 =""""ALLER & OVERY MRS N94B92 . 39/

STATEMENT

1 the undereigned brve bees Instrocted on behalf of Trefigurs fo 2tiend lcadmg ofMT -
Essex a1 Al Bakr an Angust 26-27/08/01 in order to momtcr and rupervise the Jording
" operution of the vesiel, i )

My specific instructions were to make sure the Ioading operation was not delayed by any
vessel’s protlems and avoid occursence of demmwrage as well #310 moniter and sopefvise
the meastrements on board the ship since ju the particular terminel the Bill of Lading
Fgures are determined In accordahce with ship's figwres. Finelly to establish quality of
the cargo Josded in respect of AFL, semperatare and water conteat. ,

We were informed tht on previons Basrah Light Crode off cargoes discha:gcd lnthe

United States theme have been cargo Josses of 8~ 10,000 bhls comparing the oatnan |
fizures ot schatge port nod Bills of Ladior figues, and thic s what the Charserers s wm
: ccmc:mcd Mm uxd wanted to -vmd. by making sure easurements were done propedy.”

Boarded the vessel on 22/08/01 \xhﬂe the vessel was d&sloppmg uFqunh .
The same date noon tha vessel .w’lcd towards Al Bakr.

Amived A} Bahxnncruchmgel4/08/0! 1630 Hourt, .
Vesse] berthed at Termina) on 25/08/01 11:48 Hours Local Time nnd Port mhmuex,
Lcading Mester and Snyboh surveyors boarded af the seoe time. R

On arrivel st Josding temmainal, we were advised by Toading Master, that as per JEEX
instructions vesael was to Joad up to maximum 2,100,000 bbls which was confirmed by
my principles as the maximum qnnnury under the Trafigura’s Beheer B.V. purchase -
contract from IBEX,

Lo;d:‘ng commexced on 25/08/01 15:00 Houre,
On 27/08/01 19:20 Hours loading was intcxrvptcd by Terminal and both Saybolt survcyw
and Londing Master boarded the vessel in arder 10 messurs cargo Josded on board by tht

Uma.

Oa completion of the me. tz and cargo caleolations Tosding wes resumed from -
27/08/1 22 20:00 Hours to 28/08/01 at 04: 00 Houry, when load stop order war pvmby
wrminal to Mas

On completion of losding, Saybol; Mr, Armando Olivelra and Loading Master Mr, 1.1,
eralb bowrded the veose! pguin,
Ullage E] y londi

Mastcr wod vessel's Mastey, =~ ¢ o b) "

On completion of eargo calewlatlons two sets of Bills of Lading were presented by \ha
Louding Master, which were signed by the Master,

T0006902
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14. MOV, 20617212537 77 TALLEN & OvEgy “HR R WO 2897 9 /143

In order 10 mske swre that Joaded cargo wa in pecordsnce with terminad UN
requirements have also requenied Joading master 1o iscoe aletier verifying the total
quantity on bowd the vessel, copy of which atsached. . .

As per my insbuctions on bebalf of Charterers Jetters of protests Issued to the !znmnaj for
omitting the “SCAC™ code as nttached. The losding master signed bothy,

Vessel salled from terminel on 28/08/01 at 15:50 Hours.
Alto pleass find attiched copies of both Bs/L

Capt. Manclis Manoussakiy

T0006903
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“NB13” To: Peter Boks/SaybolyNL@Saybolt, Graham
<Nb13@saybelt.com> Bret/SaybolNL@Saybalt

5 cc: Marinus Jansen@Saybolt
08/27/2001 08:42AM  gupject: Re: 2470/01, Daily Report Mina Al Bakr

From: Saybelt UN Team - Mina Al Baky
Date: August 27, 2001.
Time:03:30 hrs L.T.

Dear Graham, Rinus,

Weather Conditions :

Clear.

Vessels alongside

SETTEBELLO Finished Loading 26/08 at 22:25, S3.R.S Report 30312/01
already sent.
ETS 27/08 P.M.

ESSEX Loading Until Now 1,233,340 Bbls
ETC 27/08 P.M.

BARAC DE MAUA
Operation Time Date

0:00 24/08/01

£nd of sea passage 1

Notice of Readiness Tendered 10:00 24/08/01

Arrival at Anchorage 11:08 24/08/01
Pilot on Board 24:00 24/08/01
teft Anchorage 23:15 24/08/01
First Line Ashore 02:40 27/08/01

All Fast to Berth No.4

Notice of Readiness Received
Gangway in Position

Free Pratique Granted
Cargotanks inspected/dipped
Loading Arms Connected {2x16"}
{*) Awaiting Lay-Can
COMMENCED LOADING

Commenced Deballasting
Fstimate Time of Deballasting
Vessel's Qty Intention

ETC

Independent Surveyor:

NIL

Vessels at anchorage :

MARIA A.ANGELICOUSSIS Arrived 26/08 - 16:00 at Anchorage B - Confirmed by SOMO.

Vessels expected

TBN

CHEVRON NAGASAKY 31/08 Not Confirmed bySOMO
31/08 "

06:35 27/08/01
06:35 27708/01
06:35 27/08/01
TBA 27/68/01
08:00 27/08/01
TBA{*}

TBA
TBA (When started Loading}
12 Hours

1,304.239 NBbls

36/08 A.M.

Confirm receipt of following UN fax messages:

5023832
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Contx.# Purchaser Irem Date
Bnp No. OntyMB

Ship

REMARKS:

Monitors on Station:

Armando Oliveira
Gordon Schoeman
Danny Singson
Sergey Bouzdyk

Rogerio de Sousa

Ralph Murray

In Basrah Rest House:
No One

Kind regards
Saybolt UN Team - Mina Al Bakr.

- atti.htm

5023833
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*NB13" To: Peter Boks/SaybolyNL@Saybolt, Graham
<Nb13@saybolt.com> BretSaybolUNL@Saybolt

§ co: Marinus Jansen@Saybolt
08/25/200109:09 A gypject: Re: 2465/01, Dally Repost Mina Al Bakr

From: Saybolt UN Team - Mina Al Bakr
Date: August 25, 2001.

Time:10:00 hrs L.7,

Dear Graham, Rinus,

Weather Conditions :

Clear, windy and slight waves,

Vessels alongside

BERGE BOSS Finished 24/08 at 21:55, 3RS report 30311/01, already
sent.
ETS 25708 at C8:0D,

SETTEBELLO Loaded until now 530,000 Bbls

ETC 26/08 P.M.
Free Pratique Grantedi{*) 21:45 23/08/01
{*) Corrected Time
Commenced Deballasting 08:00 24/08/01
Completed Deballasting 02:50 25/08/01
ESSEX Mooring Now

Vessels at anchorage !

BARAC de MAUA arrived on the 24/08 at 11:00, Anchorage B.

Vessels expected

MARIA A.ANGELICOU. 28/08 Not Confirmed bySOMO
CHEVRON NAGASAKY 28/08 " *
TBN 31/08 " " "

Confirm receipt of following UN fax messages:
Contr. ¥ Purchaser Item Date Ship
Bnp No. QutyMB

M/10/41 NAFTOGAZ UK. L/¢ 23/08 ANTONIS 1.ANGLEC. N7300%1 2,000

REMARKS:

Monitors on Station:

Armando Oliveira
Gordon Schoeman
Danny Singson
Sergey Boudyk

In Basrah Rest House:
Rogerio de Sousa
Ralph Murray

Kind regards
Saybolt UR Team - Mina Al Bakr.

-attf.him

$023826
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<No13@saybott.com> BretSayboliNL@Saybalt

. cc: Marinus Jansen@Saybolt
087282001 0911 AM  guject: Re: 2473/01, Daily Report Mina Al Bakr

From: Saybolt UN Team - Mina Al Bakr
Date: August 28, 2001.

Time:10:00 hrs L.T.

Dear Graham, Rinus,

weather Conditions

Clear.
Vessels alongside

SETTEBELLO ETS 27/08 11:30.

ESSEX Finished Loading 27/08~19:20, S.R.S report 30313/01
already sent.

ETS 28/08 11:00

BARRC DE MAUAR

Operation Time
Loading Arms Connected [2x16™) 11:00 28/08/01
COMMENCED LOADING 11:4% 28/08/01
Commenced Deballasting 12:10 28/08/0)
Estimate Time of Deballasting 12 Hours

Completed Deballasting 06:15 28/08/01
Loading until Today 382,710 Bbls
ETC 30/08 A.M.

Vessels at anchorage

MARYA A.ANGELICOUSSIS Arrived 26/08 - 16:00 at B.Anchorage - Confirmed by SOMO.
CHEVRON NAGASAKY Arrived 27/08 - 16:30 at B.Anchorage - Not Confirmed by
SOMO.

Vessels expected

NIL

Confirm receipt of following UN fax messages:
Contr.§ Purchaser Item Nate Ship
Bnp No. QntyMB

M/10/19 MACHINOIMPORT L/C 24/08 CHEV .NAGASAKY N730113 0,839

REMARKS:

Monitors on Station:

Armando Oliveira
Gordon Schoeman
Danny Singson
Sergey Bouzdyk
Rogerio de Sousa
Ralph Murray

In Basrah Rest House:
No One

Kind regards

Saybolt UN Team - Mina Al Bakr. 5023834

attt.htm
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Saybolt UN irag Program. Relief Sche 107 D
IRAQ Date: 31/Augin
TRAVEL DATES ! Arr.: Arrival date Amman, Dep.:Depart date Amman.
TURKEY Flight Dates Fiight Dates Flight Dates
Name Arr, Dep. Name Arr, Dep. Name Arr, Dep.
Pall T 2-Sep 7-Oct] | Teling A 6-Oct 30-Dec}iBarkhatov S 30-Dec 17-Mar
Barkhatov S 12-Aug 4-Novi|Van de Veen 4-Nov 28-JaniiTelling A 27-Jan 7-Apr
Saripovs A 6-Sep 18-Nov| {Chaschinov K 18-Nov 3-Feb|{Snoeij G 3-Feb 2-Apr
Tchubchenko 26-Aug 12-Novj| |Snoejj G 12-Nov 4-JanjideBruijn H 3-dan 1-Mar
Snoelj G 7-Aug 6-Oct} [deBruijn H 5-Oct 4-Dec}{Gonclaves P 4-Dec 24-Feb
iIRAQ
Baghdad Flight Dates Flight Dates Flight Dates
Name Arr, Dep. Name Arr. Dep. Name Arr. Dep.
Aquino F 5-Aug 3-Oct} [Vatsk R 30-Sep 28-Nov} Alkhazov | 25-Nov 23-Jan
Alkhazov t 2-8ep 31-Oct} Kirt V 28-Oct 26-Deci|Vatsk R 23-Dec 20-Feb
Jaanimagi A 2-Sep 31-0ct| lAquino F 28-Oct 26-Dec|{Castilio F 23-Dec 20-Feb:
Barnes R 19-Aug 17-Oct} {Groen P 14-Oct 14-Nov{{Barnes R 11-Nov 9-Jan
Lagutin A 5-Aug 3-Oct]{Castillo F 30-Sep 28-Novi{Jaanimagi A 25-Nov 23-Jan
Gambalan L 16-Sep 28-Nov}|Murikkoli § 25-Nov g-Jan’
|| ikkoli S 19-Aug 17-Oct} {Bedasius V_ (15/10) 14-Novj{Schunko H {10112 26-Dec
Mina At Bakr Flight Dates Flight Dates Flight Dates
Name Arr. Dep. Name Arr. Dep. Name Arr, Dep.
Buzdyk S 22-Jut 19-Sep| {Poudov V 16-Sep 14-Nov}ideSousa R 11-Nov S-dan
Murray R 19-Aug 17-Oct} {Buzdyk § 14-Oct 12-Dec||Poudov V 9-Dec 6-Feb
Schoeman G 5-Aug 3.Qct} {Singson D 30-Sep 28-Nov|iKokorovetz 25-Nov 23-Jan
Polyakov V 2-Sep 31-Oct] Schoeman G 28-Oct 26-Deci|Singson D 23-Dec 20-Feb
deSouza R 18-Aug 17-Oct{ |Oliveira A 14-Oct 12-Decj{Kalugin | 9-Dec &-Feb
Ofiveira A 22-Jul 19-Sep||Popov P 18-Sep 14-Nov|{Murray R 11-Nov S-Jan
Zakho Flight Dates Flight Dates Flight Dates
Name Arr. Dep. Name Arr. Dep, Name Arr. Dep,
Pitsik vV 2-Sep 31-Oct] {Ottych A 28-Oct 26-Deci|Shagoyke A 23-Dec 20-Feb
Berlasius V 19-Aug To Bgd Schunko H 14-Oct To Bgd Notario R 3-Dec §-Feb
Schunka H 22-4ul 19-Sep| {Notario R 16-Sep 14-Nov}{Groen M 11-Nov 9-Jan

85025450



270

Saybolt UN Teams in traq. Staff Moves Advice. Date:

To:

SOMO Baghdad.

Aftn: Mr. Ali R Hassan. Acting Executive Director General,
Altn: Mr. Nawar A, Al Mafarji.

Attn: Mr. Khamil CH Al Obaidi.

South Oif Company.
Attn: Mr. Abdel Bari Mahmoud Shoukat. Director General.
Alin: Mr. Habib Radhi Abdel imam. Public Relations.

North Oit Company.

Attn: Mr. Ali Hameed Saleh. Director General.
At Mr. Mot ] Hussein. Operations M:
UNHQ Baghdad.

Altn: Mr. Tun Myat. / Secretary.
Altn: Mr. Sayed Capua.

At Security Operations.

Altn: Ms. Maysoon Wazir,

UNIKOM Umm Qasr.
Altn: Ms, Hazel Scott. CAO

SAYBOLT Rotterdam.
Attn: Mr. Peter Boks,
Attn: Mr. Graham Brett.
Altn: Ms. Anneke Struijs

SAYBOLT Jordan.
Altn: Mr. Taleb Ali.

SAYBOLT UN Teams.
Baghdad, Mina Al Bakr, Zakho.

Dear Ladies and Gentiemen,

Please find the following update of Saybolt UN staff movements, entering and leaving Iraq.

23-Feb-02

Page 1 of 2

GRATEFUL IF MINA AL BAKR AND ZAKHO MS1 TEAM LEADERS ENSURE HARD COPY OF THIS

MESSAGE IS FORWARDED TO NOC AND SOC, ATTN;

SOC; Mr. Habib Radhi Abdel Imam
NOC; Mr. Mchammed Hussien

PERIOD WEEKS: 9&10
Entering Iraq to BAGHDAD.
Name - Arr Amm Dep Amm>BGD

file/ICAWINDOWS\TERY . AdAT0n0 Lo

EXHIBIT #14

Permanent Subcommittee on Investigations

25/2/02

5025366



271

rage 2ot 2

iAlkhazov | 3-Mar 4-Mar

Leaving lraq from BAGHDAD,
Name Dep.BGD>Amm DepAmm
Gambalan L 5-Mar 8-Mar

Entering lraq to MINA AL BAKR.

Name Arr.Amm Dep Amm>BGD Dep.BGD>Bas
Buzdyk S 3-Mar 4-Mar 5-Mar
Poudov V 3-Mar 4-Mar 5-Mar
Leaving Iraq from MINA AL BAKR,

Dep.Bas>BGD. Dep.BGD>Amm Dep.Amm
Oliveira A* 3-Mar 5-Mar 7-Mar
ying F* 3-Mar 5-Mar 8-Mar

Arr.Amm Dep. Amm>BGD Dep.BGD>Zko
Notario R 3-Mar 4-Mar 5-Mar

DepZko>BGD. Dep.BGD>Amm Dep.Amm,

Saripovs A* 3-Mar 5-Mar 7-Mar

Travel one day early to allow application for Jordan visas in Baghdad.

VISA REQUIREMENTS AND DOCUMENTATION,

Al personnel travelling into Iraq require an entry visa. Please will team leaders lialse with SOMO, SOC and
NOC for gdocumentalion process of travel and residents permits. The departing staff are normally

reassign

1o Iraq on a regular basis. Grateful for the assistance of our colleagues at SOMO, SOC and NOC to have
re-entry visas issued for all departing staff.

ACCOMMODATION.

Amman, Gratefut if reservations can be made for the above persons in Amman, with reference to the
glven arival and departure dates.

Baghdad. Please arrange for accommodation at the Baghdad Al Hamra hotel, to cover arrival to departure
dates in Baghdad.

Basrah.

Grateful if accommuodation can be arranged at the SOC Basrah Rest House to cover the period of stay
from

arrival to the first available marine transport to Mina A Bakr. Also arrival from MAB to departure for Baghdad.

TRANSPORTATION.

Grateful if you will arrange the necessary transportation requirements for the above personnel to travel to
or from your ocation to or from Baghdad, as itemized in the dates given above.

“Thank you for your kind assistance with the above arrangements.

Please do not hesitate to contact me for any further clarification.

With thanks and kind regards,

Richard Bames

Saybolt Netherands

On behalf of Saybolt UN Teams in lraq.

file://CAWINDOWS\TEMP\~0007909.htm 2502102

8025367



272

Anneke Struijs
24/0172002 13:46

To: NB13@Saybolt, NBOS@Saybok, NBDS@qubott‘ say_tma@go.com jo, Richard Barnes@Saybolt,

romyfemy@yahoo.com, saybolt_| @ip.pt, zoya_poly yboit lv, ivanova@saybolt.ru
=4 Peter / INL Mation Steenb @Saybolt, Ellen Zagwijn@Saybolt, Graham
Brett/Saybolt/NL@Saybolt

Please be advised of the following travel arrangements:

Travelling to Amman:

Date Name From £light deparxt arrival
02MAR Alkhazov Moscow sUS05 21.585 00.55 03MAR
Buzdyk Moscow 5U505 21,58 00.55 O3MAR
Pudov Moscow SUs0s 21.55 00.55 03MAR
02MAR Notario Manila EK85 23.00 04.00 03MAR
03MAR Dubai EK903 06.45 08.10

Travelling from Amman :

Date Name To £light depart arrival

Ref

06MAR Gambalan/Aquino  Dubai EK304 09.15 15.30

07MAR Manila EKB84 08.20 20.25

07MAR Cliveira Frankfurt LH361)1 03.25 07.08
Lisbon LH4264 09.10 11.10

07MAR Saripovs Vienna 08854 03.30 06.35
Riga 083693 13.20 16.15

TMA Please reconfirm flights for all people leaving Amman. Thanks!
Please check the above details and revert if you have any
comments/queries.

Best regards
Anneke

Permanent Subcommittee on Investigations
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Oliveira’s Bank Statement
(March 2002)

to“a e = Redacted by the Permanent
Subconynittec on Investigations

Banco Totta & Agores

BANCD TOTTA & AGONEY, S.4, EXTHACTD OF CONTA

EXMG. BENRDR
ARSANDD CARLOS COBTA OLIVEIAK

wia x.coent, sancartA-FEDNMDEREERERRENNE it - fuRo Parlade ds 2002.93-%1 « 2062.83.31

Balcke d3 Centa Prodels Dats Ext. Pig
. B8, -TOTTA OARERADD TS 1

AMATORA

Dats Val Descrigds de3 movimestas impertancia Gab. Importincia Cred, Salde tidrin

2002-03-41 20623341 (Y]
28920331 2962-93.01 o
24629391 ERITH
018301 30

2002-03-11 2002-03-19 COMPRA DE MOEDA 5.624,22 5.511,57+

2082.03-13 COMPRA DE MOEOA CRCTNY 6. 541 879
2992:83-12 7,04
2002-83-13 202,34
2582-13.18 20,44
3

28
2992.43-13 21

2802.03- 14 2092-93- 18
2082, s 2002-03-18

Mod 1170087 GO

Permanent Subcommittee on Investigations
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Fax from Kojo Annan to Robert Massey
dated September 14, 1998

DIECHA LAGDS FHOMNE ND. 1 234 1 269 o9 €5 Sep. 15 1 1812160 67

" COTEQW LAGOS PHONE HO. @ 234 ) 269 99 €5 Sep. 15 1996 10: 20641 P1

C - COTECNA INTERNATIONAL LIMITED

DATE .1 14i09/88

10 : Mr. Robert Massey COPY :E.G. Massey, M. Wilsoii, A.E. Prufi]

FROM. . @

During the course of the NAM summit, many contacts
and political levels, Ministerial levels, and with certain it
seclor,

Before outlining fhe maxkenng developments on
initiatly tike to place emphasns on another strat

meeting was held with the Minister of Finaricg, Thomas
Airport. He d that a tender Will officially be
75( the end of September, but did not specify whethet it will be for one or
anies. However, he was fully aware of Cotéena's interest in
. Contact was also made with a M#, Valdes, a privale busmessman and
UNemployee, who was with the Presldenhal delegatxon He claimed o have  °
isk for both“ bique end

xnzama - Good contact was made with M. Daual Mwakawagp Ainlisssador
E dinary & Plenipotentiary and P P tative o the UN. He can
airangé an audvence with the Presxdent very easily and, depending on your cutrent
strategy, this could be done during the General Asseimbty { G.A. } In New York.

. Uganda - Very good contact established with the ADC to President Museveni

through. PM. The ADC proposed 1o me fo come and meet the son of the President
1o establish a business retationship.

4. Malawi - No coptact made.

5. Zimbabwe - No contact made. Far too preoccupied with Kabilal

SAKA00048
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Fax from Kojo Annan to Robert Massey

dated October 26, 1998

T SOTEQER LAGDS

PHOME ND. @ 234 { 269 B9 65 Oct. 26 199€ §4124PH P
‘,: VRO 1 (OTEQE LAGOS PHOME MO, T 234 1 263 €9 &S 21

- COTECNA INTERNATIONAL LIMITED

CONFIDENTIAL FAX

26/10/98

o 5 Mfr: Robar Massey

FROM.. W, Kojo Annan

SUBJECT‘:IOUTSTAND!NG CONSULTANCY EXPENSES.
In view of recent concentrated efforts in trying to re-as!
and varioue business development trips to South Affk
Washington. s have spant numerous weeks workii
As clearty stipuiated in our consultancy agreeme
nth will be remunerated ata rqi%géé)s .4

s ﬂcwmg -

fafher’s visit to Nigeria and géing o Minna
Btdiscussions with Pierre Mousalli énd general

Compnsed of 4 da
p,snmng »f (np to.;

nd general wod( 6 days in Abuja withtwd trips to
South Africa for the NAM Summit, . N
forked R

‘ﬁ%ys ity South Africa for the NAM Summit, 2 days in G NeVa, 2 and 15

ork for the General Assembly and varlous méetings rela g t6 other

ts T

8 Days Worked { This includes 4 upcoming ﬂaya in Abtja this waok
ﬁe_zg ECO\. VAS Summit, go to Minna, and follow up in the Mmisuy )

_ ﬁg Sed of 2 days in New York, 7 days in Washington for the Warld Baak

%erence ahd returfng to Africa, 2 days in Lagos with Proféssor Ay= Su'Bnd

“general work, 3 days in Abuja lo visit the Minister of Finance and the Permanent

Secretary

day, the oulstanding expenses which | am owed fotals $17,000. With our agreement
commencing on the 17 of March, 1998 the above o xgure aciuah; cavérs an 8
month peuod al a rate of $2,125 per month on top of the basic consultansy fee.

Therefors, the fotal number of extra days worked i:ouﬁ¥; 1\34\}\! a'raté of $500 pet

I would tike these funds 10 be transferred to my usual banking coordinates, but, to the -
{following account no; N
All other details such a§ account name, branch, elc.. remaln as fotmal.

SAKAD0085

wanene = Redacted by the Permanent
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Fax from Kojo Annan to Elie Massey
dated August 28, 1998

.’.;,.’4 T COTECNA (A605 PHONE NO. © 234 1 268 89 85 Sep. B2 1938 1@:33°% P1

C“—l COTECNA INTERNATIONAL LIMITED

CONFIDENTIAL FAX

DATE  : 2B August 1888 REF
TO ¢ Mr. Ellie Massey - Geneva [ole]
FROM - : K;A;‘Annan.-‘Lagos

PAGE(S) ;,,1’527 i e

SUBJECT : CONSULTATIVE ST, US FORJFIA WITH THE UNITED NATIONS

Following discussions with,o i "colleagues in New York, | would like to inform
you that during the fortiéoming=Genaral Assembly (commeéncing Seplember 14™),
votes will be taken regardifig applications for consultative status

;‘b A the economic and development committes, will decide
cons fative staus. Thus, | was advised that it is necessary for you
h what the current position is with IFIA. Fur!hermore 1 will try to be
soma stage in September as a follow up 1o my meetings in South
Non-Align Summit and could, if required, pursue the IFIA case.

égere are one or two other matiers regarding the "Middle Eas!’ and possibilities

sown ‘pat project’ in Africa that are baest discussed over the phone. | can be

tacted in Lagos untit Sunday morning, Hotel Ivoire, - Abldjan untit Monday

aitornoon, and for the rest of the week until September 4" in South Africa where my
G8M -, 00 44 7771 656 313, will be oparational,

1 Look torwaird 1o hsaring from you soon.
Best régards,
A

K.A. ANNAN - SAKA00052

Permanent Subcommittee on Investigations
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Instructions from Cotecna to

Kojo Annan for the 1998
U.N. General Assembly

(NS ?\:J?\

1998 MEETING OF THE UN GENERAL, ASSEMBLY

As agreed your pafdcipaﬁon in the 1998 UN General Assembly will be
intended to follow up on the contacts established in Durban, during the
NAM conference.

The country briefs remain fundamentally the same. This note serves to
define the countries on which our efforts should be focused :

- MOZAMBIQUE : Following yowr meeting with TS we wan
consolidate our relations with the President and make clear
of obtaining the contract with his support.

TANZANIA : A soft mérkeﬁng approach to introd;
President and to renew our commitment in wantin,
future tender .

UGANDA : SWIPCO has sent a report to theg
awarded the contract. The report is a pst
should seek the President’s interventi

bid on the 15/09/98. Kindly carry out your
DSN and suggest a meeting between the latter

: We need to establish a good contact with the
atender is imminent. He recently made comments in favor of

Presidents or other personaliti you deem important and

ful for our future work.

SAKA00051

Permanent Subcommittee on Investigations l
EXHIBIT #23




281

Fax from Michael Wilson to Kojo Annan
dted August 28, 1998

J—
COTECNA INSPECTION . A. colns)
PO.Box 6155 - 1211 Geneva b - Switzeriand

TEL : {41.22) 849.69.06 - TLX 413 107 COTCH FAX - {47-22) 849.69.49

B CONFIDENTIAL FAX

28 August, 1998
Mr. Kojo Apnan
00234-1-269 D983 Lasn:

Ghana
Current Situation :
We are in di ion with the G to introduce a i d ion scheme

to fit Ghana's Gateway project. Our current contract ends in October 1999. EGM, RMM,
MIM, and T met with President Rawlings in Davos (February 1998).

Kindly follow up on your two hour meeting with the President and your %
held in Accra on Tuesday 18 August 1998, 4

Objective : Maintain the good relations established, and strengthen i

Kindly send us the details of the hotel where you and PM
your European GSM with you as it works in South Africa,

Al best and good Iuck in your mission,

Michael Wilson

SAKADOgss

Permanent Subcommittee on Investigations

EXHIBIT #24




282

i;erter from Elie Massey to Joseph Connor
and Kofi Annan dated October 6, 1998

TELL GarhD bet 80 00 N
T SERC e
FAX) R0 b7 60 00
TrLxe 52507 COT &R
CABLEE: OTECHA SENEVA

FOT—
r.o. WO #10s -1evt nEVA ® .
. - fized Nutions Headauarters
hlchand New York, New York
1017

Dear Sir:
Re: Possible Addiionsl Funding

First of all, the undersigned wishes w thank you g ly for the time 30d kind artention you had

. given on September 30, 1998, 1 the presesitatior addressing the possibllisy for the United
“Nations w mmeeive, frec, of charge, voluntary and sibstanially increasing contribuiions from various
Beensed Loery irations, -

In the United States aloat, such organizations had a global reveaue of approximately 35 Billion US.
dollars in 1997, s lirtle mors than one third of the World's el of sbour 100 Bflion ULS. dollars for
the same year,

Furchermors, it is wonhwhie w note that the majority of these licensed Lotwery Onganizations
wluntrily fund variows “good causes® in their respective regions, nuch as Helth, Education
programs, Sporis, Music, and Ars,

A mijor *good cause”, The Internationat Federntion of Red Cross aad Crescens Sociecizs for more
than a year bas been the happy beneliciary of the Lichuenswiner Beensed Lotery called “Flus
Lottery” which operswes on the Internet under the continued serutiny of audivors, Coopers and
Iybrand A.G. (see enclosurs).

The usdesigaed ia bis capacity’ s fousder and sole owner of the Coseena lnspecti

mmpﬂqﬂd&ﬁmM@whnM,Mt&Wrbﬁm&xnbnmﬁxfnnWﬂmﬂy
. for the World Health Organization (WH.O), in Genewa, together with the French Nacional Lottery
Orpanination, & copy of which has bees submitied w your kind acention, The undensigned bas
anentively noted your vilusble comments and will stady them carchully, panticuladly.the different
aspects you have notsted iegarding this potentially interesting project.
Ve remain st your disposition for additional information you myy with 1 recrive, withous any
commitment on your si

Oty

o ¢ HE. Kofi Annan
Seererary Genersd -UN.O.
38th Floor )
New York New York
10017
Appit-

SAKA0OTS7
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Resume of Kojo Annan

THE DIRRY HOUSE < 41 22 8495939

KOJO ADEYEMO ANNAN

e = Redacted by the Permanent
Subcommittee on Investigations

EDUCATION;

1991 . 1954 UNIVERSITY OF KEELE, KEELE, ENGLAND
Degree in Economics and Politics =
BA Hons - Second Class Upper

1590 - 1991 ST ANDREWS COLLEGE, CAMBRID! :
JALewels

1986 - 1990
ENGLAND
9 GCSE's

NGUAGES: Proficient in French,

WORK EXPERIENCE:

Janunary 1995 ® ing & @ client negotiator for international
Stroudzats ple.

June- August 1993 8 TIONS, GENEVA, SWITZERLAND
25F A in preparing & bi-annual report on United Nations
ission for Refugees activith

UNITED NATIONS, GENEVA, SWITZERLAND
© Assisted in d ing i ion and analyzing statistics
on refugees and their movements,

Knowledge of PC software gained from studying information
technology at GCSE level. These skills were enhanced by
my work experience. Diplomas in Word for Windows and
Lotws 1-2:3,

Rugby: Englend U18 1990
England Universties Squad 1992793
$/S West England U16 1989
Harlequins Colts 1990/91

1 was captain of school rughy, tennis and athletics teams.

Interesis include reading, music, wavelling and sports.

SAKA00128

Permanent Subcommittee on lavestigations
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United Nation : Iraq Oil for Food Program
Meeting Wenesday 23 of december

Mr Jeremy Owen
Mr Robert Massey
Mr Elie Massey

Mr Andre Pruniaux
Mr Carlo de Hennin
Mr John Broadhurst
"Mr Alexis Poitevin

JO summerised meeting he had with AEP in the moming. He explai
department structure and history.

JOisUNd(e-f oms officer / contra g (M«QML
Communication:

Th 3 types of communication, voice, fax, and data.
f/ﬁﬂ:::e problem with data transfer,

ajq- rcphcanonmlraqdalabaseonadm wfmmNY Numbs

Queries and Information from NY to Iraq will have to be

be defined,
Fax ¢ i \ : 600 pages per week for all sitesg ¢ 2 week from sites expected
fromUmm Quasy 5:1::1« aweek, . 2 i
E-Mail'&s not¢ally used at the moment (replication ot fast enough.
A iy ¥ ¢

Stalf: dind_ X ¢
Jominksreammd«sm)'a _ in Zakho 2nd Trebil. TL have 2 high level of

3 gy.on site, they have Iot)(of sebmistry of trade tativcsandcustomsfor

iparaison)sthey can fven ch 1 i and acomodati
> handled B TL. é}g ij*a E}w
. In Umm gquasr 2 inspect by ship. inspected is assessed at ] ‘8:)'(2411)

average.
Zakho seems finders should be more a diplomatg than erahonal.Hnssuppo&d
to have regularn gencies and political Kurd tatives. Relationship with UN

o agencies are rf itiveg day light work but 24h basis. Goods are inspected in Zakho, N

{escort) to Iragi Customs. .
2 at Night. This isthe main site. (logant atitudes from truck drivers..)
er,iswbeconsideredauColemaAmbassadorJO ot want him to take any
provide requested information to UNOCHI and to MDOU / GOU as.
on{Werik) topmvidanecessarynpononadaﬂybasxs Reportisan

d q‘ fanager will attend monthly g with each team leader
g\r(l;fz . . .
members have to be from mixed origin. Lloyds was adequate. No mspector should be
om the ttgl§ Paklstan [ ALCV will have to be approved by UNNY.

Even if Iraqi english, an arab)cspeakcr is needed in each team. As well )m Zakho Kurdish and
Turquish interpreter would be uséfull.

Smuggling :

Inspecters are not supposed to to stop these shipments. Jnspectors duty is to inspect only goods
mentioned on OC letter presented by truck drivers. He has to check if goods match.

Petrol is sold from Traq to Turkey or to Jordan, Value of smuggled gnods7 not important therefore it

is tolerated.

A4
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4o Ly

No prohibited equi werg inspected by Independ: t (but some goods can sometimes been
seen in Baghdad and were not inspected and evcn not approved in NY UN Ex Computers with pentium -
processors).

Smuggling by md art goods ioadcd.nrsmpem tobe checxe‘(/Znoaha organisation (661
committee and L1

Physical analysis:

Cbemnca}lfor oil industry are to be agreed by a team of experts in NY according to dlsm'butwn plan.
Some are sensitive products.

For bulk in trucks, inspection is performed on the Istand the 20th{ Inspection off'this type of goods i 15
1 truck out of 20. .

For analysis there is a lack of equipment (No import b ce was for Lloyds)
Sampling : Bottom line i¥ Fit For Human Consumption ‘

In case of doubt samples have to be sent for analysis.

Sampledrom Zakho can be sent by DHL trough Turkey (Jt has to be neg la(ed)
Results have to be shared with UN only.

Inspectoxs rarely found Discrepency between Oc

approved by UN NY can be different from whahs i
matchg A _,
Some trucks are sometimes fully emptied.
M¢nutention cosgl USD per person / day ifUmm Quasy.

Medical :

‘UN Baghdad (Von Sponick) has a mpomabxluy for medii acuation for everybody
who worldfor UN. - .
Trebit and Al walid : It is better to drive to Amma
Umm Quasr : Low level medical center /5 km /N
Zakho : Could be sent to Turkey (No ghran
R is very difficult to get out of thie count
back.

Other information:
y linked to the sites in Iraq. Fi ’Lmﬁ!estamsandsommma

il or 896 committee resohution and/{nspector agency implementd) \M—L‘»Q

er Inspection program on the fiekd. For the moment they mainly
I and exporters. Thcymtendtomomtormoremanmﬂmpast.
enthavelogotrough'l‘mbx!and)ordam
Jocation and phone numbers (nct CV), early next week.
aqy gov«mentkcanbcmdtogetanymmmanonmdenm
stem ml:aq Nothing is supposed to be paid in USD.

Lioyds Labels on these cars. -

SA012820
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18.FEB.1999 12:357 REN-TE rol

To: Lucien FERNANDEZ @ Cotecna.com AT intemat @ CCMA
(vl
Subject: UMMQASR SITUATION

Dear Sir

here and | can not blame him at all The truth is that we have no real control about af;
figures concemning bulked and bagged cargo. Why | did not inform you abouk.,

and how could Lioyd's manage the situation havmg on site ont
only 6).

Let's start with site procedures(Did somebody red oy
sent them to Amman 2-3 weeks ago). We use to colle
figures{Iraqi figures), foreman(ially sheets) figures (Ira gl
to have another useless figures, figures from the §
All these figures should be the same becouse jfabout the same ship isn't
it. So we have three different figures(iraqi ) for the ) amount of manifested cargo
discharged from the same ship. In this st’e{ whd'gHould be belleved Supplier or
Receiver. That is the question.

How could Lioyds cover eve

fifing ws&m 12 people down here( | know,l am
Fhere,afé two choises. First one they had an
agreement with UN and they kjiéh ich is their position and what they have to
do. Second one : The Llo ok res were done and adapted to this situation
by the inspectors workig F ng 2 years. Everything was very closed analyzed
: the political situati ical area, their logistic situation, how many people they
need and for hovg ng paid, and especially the lragis way of doing this
ring the documents etc ). They tned to do their best :

they can prove that the iraqgi figures are inaccurate or to be more precise
Jhen Lioyd's sald Bingo or Evrika, Why to hire 100 people to do a proper

You can not see there anything regarding counting the bags, trucks ,etc. There
yitten inspection, survey control , checking the way iraqis are counting the
igs,weighing the trucks,producing the documents. So they actually realized that
they are not going to do the same thing what iraqis are doing. That is why they
could manage the situation with such a small amount of people. You should

clarify this situation with UN a,s.a.p..My feeling is that we are not here to work as a
tally mans. Do not even mention this word to UN. Becouse if you will do this they will
Aokt slbihuchd

Permanent Subcommittee on Investigations I

EXHIBIT #28 SA015407




287

have to work as tally mans and you have to hire a
is to late to ask for more money for this contract,

I hope | was very clear about all this situation. At least | tried fo do my best but,
upnfortunately, my English needs a lot to be improved, The right person who can tell

(M you more about Ummaqasr and can advise you is Mr. Warwick Preston. Try to contact

him. He is excellent and his knowledge abou ject are at this date invaluable,

2 There are problems here not only with bulk and bagged cargo. Today checkmg :
a container ship | found all the containers with the broken seals. Captain told me t;
the US Navy checked all the containers. Please contact UN and irform Them abou thi:

" situation. The US Navy should put their own seals on thouse container whi

been checked or should fax us a list with the containers opened during th

3. Spoke with UN today. They are very concerned why we did
authentication reports these days } had to inform them that our fax;
tried to rent ope in Basrah but it-is-nat available. The Field
told about this situa

4. Concerning DANUBE TRADER (Comm. No.'s 4
PROTEINE): We have all the documents to sustain our
have to have a policy regarding this kind of situations. W
of UN becouse they hired us to do this job. For :
classified.(at least use to be).

If you need any more informahon leas
working for you!l! cewh,

tashonsible only in front
serinformation are

ot hesitate to contact me.l am

Best Regards
Adrian Baranga

Team Leader

SA015408
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CuUIlEUNA INMPECIION S.A. U:QINS

" P.O.Box 6155 - 1211 Geneva 6 - Switzerand R
TEL : {022) 849.69.36 LX : 413107 COT CH FAX : (022) 849.69.28
Al

Date

To
Attention
cC
Page(s)
Ourref. : CDH_11_02_Analysis.doc

Subject : ANALYSES

r hanks for your fax re. the above; | agree that *fit for hu
meaning and leaves too much room for interpretation.

On the other hand, all transactions involving edi
technical / phytosanitary norm/standard, which is ge
means that the elements to be analysed wi
documents. | do not know how Lloyd’s dea“ ¥
samples should always be despatched

ples, but it seems obvious that the
pe of the analyses, i.e. copies of the
re'aientioned (when you buy a car, you would
technical specs and equipment; well, it is the
same for any other product). If this | ) done. p!éase ensure that all sites provide the

always attach them in the fulyl % patchmg samples to Amman
Georges Madanat and ayes know these procedures and tesis very well so |

““Baghdad for Y ! Ring; logistics to be organised between Amman and Baghdad; 'm afraid
that we wili i
der to arrange collection of samples at UNIKOM ~ Kuwait : do you know
or Zakho, 'l discuss on Monday how to organise the despatch of the

Best regards,

Luc:en Fernandez

\)\ = \%\L&\?Q‘ 0N

qumm SA013881
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OTECNA INSPECTION S.A. colnNs

. Box 6155 - 1211 Geneva 6 - Switzedand

TEL : {022) 849.69.36 TLX 1 413107 COTCH FAX 1 {022) 849.69.28 ~

FAX “

To

Altention : Carlo de Hennin - Room No. 527

cC 1 A, E Prunigux / A. Poitevin {Geneva)
Fax No. ¢ (00962 6) 4645217 / {009626) 5624698
Page(s) : 1
“Ourref. : CDH_10_02 Varous.doc

Subject  : VARIOUS PENDING ISSUES

Date . 10 February, 1999

INTERCONTINENTAL HOTEL - AMMAN

4~

- note to Lioyd's.

#is Lloyd's).
va so that we may forward them with a

Please fax us the invoices and sends

Sample analysis with the lraqi

2in qu}g I was under the impression that the Iraqgi Grain
Board only had analyncal. il

m Qasr and Baghdad. Your note does not specify
3s been received. Could you please let us know the
é, veceived in writing). On the principle, this could save us
P'the “mobile” lab, but we should know how the IGB will
. Lastly, it would be interesting to know whether to some

source (and copy o
the investment i ;

He copies received; we then split them by site and courier them to Amman (first
ag sent this evening, incidentally). In the case of Amman itis def initely not a

sites without delay (cars returnmg after bringing samples for analysis).

Best regards,-

[ SA013884
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PRUNIAUX Andre 1< {2
[} A

From: FERNANDEZ Lucien

Sent: lundi, 12. avril 1998 10:15

Yot cotecna

Ce: PRUNIAUX fyftire; POITEVIN Alexis

Subject: RE: G3 06 {y\kdical samples - waiting in fr

Carlo,

Medical samples are to be kept untif three months after arrival the fast paruat shlpment pertaining to
these samples are never to be analysed. Regarding their destruction, QIP in NY have promised to
&t6 ncinerate them. The only likely place was the UNSCOM's incinéraltor,

Lucien

From: cotecna [SMTP:cotecna@index.com.jo}
Sent: 08 April 1999 06:47

To: LUCIEN

Subject: G3 06 - medical samples - waiting in fr

From: "Cotecna Inspection” <cotecna@index.com.jo>
Date: Wed, 7 Apr 1999 16:45:25 +0300
To: "Geneva M. Femandez” <Lucien_Femandez@

It seems that some stations stilf ha
stores, pending instructions on

Quid ?
Rgds.
CdH

in thelr refrigerated

Page 1

Permanent Subcommittee on Investigations SA002640
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PRUNIAUX Andre

From: FERNANDEZ Luc ( .

Sent: jeudi, 24. juin 1999{18:21 b ] ~ Y
To: cotecna C '{‘

Ce: PRUNIAUX Andre, ARAT Franck

Subject: RE: G3 06 Sampling™ medieal samples - new

Carlo,

These are good questions and you have a very good inspector’s approach; we have to stick to our
the case of medicines, which is a contentious one as you know, We have to draw samples of medicins
keep them for a period of three months from the date the last partial shipment has crossed af Qrder
We do not need to analyse them and, should the need arise, it would be Otf who would reqiiés amples
and deal with them. 1 am lold that the UN checks the quality of the medicines at the manafacturerSsihot for

 specific transactions, B for the whole production i General_therelore we ate not fegd analyse s

i samples, since they are deemed fit for thelrintended Use.

such

n sul , hothi wi!).chaf@g;or us, whether or not there are labs in Jordai i .
bgre stored in the

analyses. On the other hand, we have to ensure that all medical samples
best conditions; it could be a good idea to check how our refrigerators for

From: cotecna [SMTP:cotecna@index.com.jo] ?
Sent: 24 June 1999 16:19 @
To: LUCIEN SR
Subject G3 06 Sampling - medical samples™
From: "Cotecna Inspection” <cotecna@index.c
Date: Thu, 24 Jun 1999 13:12:05 *Qzﬁj,‘!( B

To: "Geneva M. Fernandez™ <LuBiEn_Femihtlez@cotecna.com>

o
30t analysing them.
g from Pasteur, Merieux, or Switzerfand.
portant consignments of drugs coming from Jordan,

any
yria and, lately, from Vietnam. Not only aspirin, but
otics and other sensitive ial for IV Ao ion and

iy being concerned. | remember, from my old days in Lebanon,
5 we had at U.N.R.W.A. with Lebanese and Syrian drugs for

fEw laboratory has opened in Amman. Environmental Laboratory, specialising-

dirmicrobiological and chemical analyses. Their partners are (so they claim)
lorwest Labs, from Edmonton, Alberta (C.E.0O. Jean CrUpin). The Canadian lab,

acling under a Canadian Go t prog (as reported verbally, subject

to confirmation) intends to open, in Amman, the first interational private

Iab in the area, for medical analyses as well, with label 1SQ 25

}intend to try the Iab for our usual énafyses.'
But what with the drugs made in Vietnam and other lost colonies ?
Regards,

C. de Hennin

Page 1
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- [ EE R o Y R ] . Y.
v |ICOINS)|
P.O\Box 6155 - 1211 Genevo 6 - Switzerand .
O TEL:(022) 849.69.36 :ILX:AIB 107 COT CH FAX : {022) 849.69.28
| FAX ; B

Date : 8 March, 1999
To : UNOLP.-NY. .
Altenfion : Mr. Jeremx Qwen Chlef Customs ExpenIContracts Processing $ ecuon !

.

cC :

cC- :

FaxNo. : 001212-9638083
Page(s) : 2+2

Ourref. : J_Owen_08_03_Claims_Proc.doc
?Subject : CLAIMS FROM IRAQI RECEIVERS.

Dear Jeremy, .

- The altached is an :llustranon of the common claims rej
little embarrassmg for Cotecna to try to deal with
necessary thal the following points are clarified :

) T- Owr understandlng is that daims aregf]

The following situations may aris :
a)  Authentication has alread d
b)  Authentication has 5, does the claim affect such authentication?

2- " In the case of Umm ost claims originate, we know that due to mmlshorlageof

contractual staff, i ible to attend (everras a wiliiess) The compistetmoading——
process, which meaF Can either only use the manifested figures and evaluate shortages,

s damages or s done by Lloyd's), thereby ignoring the facts and figures collected
by the I e lraqi’s, who are 100% present during discharge and can rightfully

es are real whereas ours are only estimates. Keeping Lioyd’s procedures also
are relying on shippers’ figures to the detriment of receiver’s figures, meaning that
ting as an independent agent, since we do not have the means to check

mstance, as ilustrated on the aftached protest, the lragis complain that Lloyd's stil
ticated figures that were not in line with those endorsed by the other parties (vessel's and
’s). The Iragi claim indicating that the authentication is to be based on Umm Qasr's
weighbridge figures makes some sense, but we can simply not endorse them unless we are
present during the whole operation, i.e., having inspectors 24 hours per day during the whole
process, which cannot be made, since there are 10 vessels unloadmg simultaneously and we only
have 11 inspectors.

3- } We have recently been told verbally by UN representa!ives to carry out thorough inspections at
random on one particular vessel to test the value of figures generated by the Iragi parties; what
about the 90% of other vessels where we will not nave any independent information : do we

accept Iraqi figures or do we use manifested figures, adjlisted on the basis of evaluated corrective
factors?

Permanent Subcommittee on nvestigations SA001954
EXHIBIT #32a
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[ DD'_LNS ; DD UNO.LP. ~ N.Y. REF: ) Owen_08 03_Claims Proc.doc 8 March, 1999

4-  For those claims relating to authentications made by Lioyd's, what are we expected to do?

5-  For the claims relating to authentications made by Cotecna, what should be our position towards
the Iraqi authorities?

it is urgent that answers are received in relation with the above mentioned procedures, since we are
under pressure from the lraqi side to acoept their stalements. If we may express an ogipion, we
understand that we have to do our own count or weight determination, but when it 1§ ically
impossible and there is a claim from the receivers, we need lo know what actions have
which answers have to be given. ’ =

As usual, we are grateful for your early indications regarding the foregoing,
appear as biased in our role of independent agent.

. Bestregards,

- Page2o0of2 SA001955
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COTECNA INSPECTION S.A.

I;NéC{;::PR;)JECI | | [[3 ] ‘H N S)

" BAGHDAD OFFICE  TEL. 00873 761 375 645 FAX. 00873 761478179 . . -

{ ' - FAX
DATE : 07 March 1999
- ATTN. + Mr. V. Kulyk - Custors / Technical Expert
cc : Mr. C. de Hannin - Ficld Manager
. Mr. A. Baranga - Umm Qasr Team Leader
PAGE(S) 4

OURREF  :28/CN99 ’
SUBJECT __: Ref Comm. 4227 & 4279

Dear Veme,

Please find attached the fax mcssage 1 recexved fo

via UNOHCL .
For your information, 1 already introduced ove problcms (see fax
10, 12!CNl99daled15Feb99),asm1 2 &UmeasrTm

Leader (fax no. 10/CA/99),

Please inform M. J.Owen sbor

SA001956
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, ' M X g/
- Hinlstry of Agilcuiture ux\'.Jh\J T ROOM
STATE COMPANY FOR AGRICULTURAL BUPPLIES
Wazerla - Baghdad - IRAQ i
T B9 |
l 3 b4 ___‘_,,W g
m:? 13sis9s BAGHDAD .

FAX TOP URGENT

TO : - COTECNIA - BAGHDAD

WE WOULD LIKE TO REFER TO OUR FAX MI!SSEGBES mn
LY DATED 14/2/1999 ..
WHEN WI INFORM YOU THAT THE SHORT LANDED Q

" NORBALK RAMIN & DANUB TRADER WAS 1933 M/T 4
MNQUBIT 3'00 TO INTOXM TLID OONGBRNBD PAYYIE
PAYMENT THE VALUB OP THE CONSIGNMENT.
RECEIVED COPIES OF PAYMENT TLEXES IS
CENTRAL BANK OF [RAQ INFORMING THE

VALUE OF THE L/C NEGLECTING THE SHE

EFFECTING OUR RIGHTS KNOWING 01' VIEW IS THAT
YOUR COMPANY AS ASUPERINTEND PROTECT THR SHIPPER
& ‘THE RECEIVER RIGHTS BECAUSH LANDED &/OR DAMEG
QUANTITITY &/OR REGECYED Q BEPEND ON'THR STATEMENT
OF PACTS & THE DAILY DISCY RT OF THE VESSEL PROM ONE. -
SIDE & ALL THE MENTION : ARE DEPEND ON. CALEBRATED

OF IT IS DELEVERD TO YOUR
F.SPECIALY THE L/C STATATED THAT
PAEYER THE UNITED NATIONS ADVISED THAT THE .

tDING TO OUR KNOWLEDGE THE STANDARIZED
DEPENDED ON 'l'Hb WEIGHBRIDGE Ol’ M QASEK-

CEIVE YOUR REPLY SOONESTPOSS!BLE
TEANES & BPEST REGARDS

B T X vme SenITENeLYy

. DIRBCTOR cmmu_u,
731199

COTECNA - GENEVA

f
" Asoet 1498

I PO B_OX 26028 TLX : 2650 TAWREED , 2634 ALAF, RPAX s 56412250233 PHON 1 4256230 - 1

CGrU

SA001957
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LCOTECNA INSPECTION S.A. @
\ (&)
. - . _ . Cwi ¢
. c DIN ?EOL?:Q);)S;‘?SSSSOOI 7&21}3?3??;'&/ FAX: (0?2’)“::9“;}28 UN SCR-986 PROGRAMNE
T FAX |

bate : 10 March, 1999

To : COTECNA UMM QASR
Atention :
cc : A aux / A. Poitevin (Genevay))

cC : C.de Heniim(Amman) | M. Eljasz (Baghdad)
FaxNo. : 00873-382342752

Page(s) : 1+4

Ourref. : Umm_Qasr_10_03_Claims.doc
Subject CLAIMS FROM IRAQI RECEIVERS.

..

Dear Mr. Baranga,

{ Please find attached two claims from lraqi receiyers 00 prabably already received from
Baghdad. Since these claims have been add a, | have to provide an answer as
soon as possible. In order to formulate a rep from you the exact quantities that were
authenticated for these transactions, dication of damaged cargo / sweeping /
" shorlages, efc. where applicable. Firngly’ appreciate if you could let me know whether
we have been able to attend the ¢f
incidents to be reported.

“not intended to make a judgement on your work, but
inevitably lead to such situations and we are trying to
r that we can improve the quality of our intervention.

appreciated; will keep you informed of possible developments.

Permanent Subcommittee on Investigations
EXHIBIT #32b

SA001893




298

Minlsty of Agrlculture
STATE COMPANY FOR AGRICULTURAL SUPPLIES
Wazotla - Baghdad * {RAQ

wr Dol
ez Jo 130999

FAX TOP URGENT

TO : COTECNA - BAGHDAD
SUB: CONTRACT ALAT (MOU) /6 /98

WITII REGRET WOULD LIEE YO INFOIM YOU THAT WE,
ACABLE DATED 1/3/99 STATED THAT PAYMENT “1Q CORO)

ROGARDING THE DAMEG GARGO & THE SHOXK
WAS 5100 . M/Y CROSS THE NET 1§ 84767M/T

OFFICIAL CBRTIFICAT OF SHORTAGE & DAME
AUTHORTIY & THE STATEMENT OY FACT 8
ACCORDING TO THE DBIALS OF OUR %
CALCULATION SHOWS THAT THE BNP Ba

FACIS WHICH MENTIONED ABOVE TH
NTC CO, AS YOU HAVE BEEN AWARD;
THAT OUR BIGHIS ARE NOT BEEN

P WAS PONE WITH NUTRIS &
COROMA MAKRS VIS FREL

USD 5576 NEGLECTING THE -

D ESPECIALY 115 DRPEND ON.

OFFICIAL INFORMATION KNOWIN: RGED QUANTITY WAS 4934.900 M/T -
CROSS BAGED IN 98332 RACK ) ; BD BV 200 GRAM WEIGHT OF RACIK BMITY
BAG BECAUSE ‘THE CONTRA 1S HENCE THE ACTUAL VALUB SHOULD
BE PAID IS FOR 4915234M, AKS THE NECESSARY ACTION TO OBLIGE
CONOMO €O, TO REIMB NCE THE USD 5570 ‘JU 'YHE BNP
DEFENDING ONTH C‘I'S YOUR PROMPT ACTIONS \VILLBE HIGLY

mmm&w 7A4=.__.__.‘

MO HAMAD KHAIRI MOHAMAD

/ 3/ 1999
~'GENEVA ATT IR, LOSYAN — PROJECT MANEGER P_LS TAKE THE

CESSARY ACTIONS FROM YOUR SIDE & ADVISE

OROMO €O, WE ASTON|SH€D YOUR ACCEPTANCE THE EXTRA PAYMENT AS YOUR

ABOUT THE DAMEG & SHORTAGE CARGO PL5 PAY BACK THE EXTRA FUNDS TO BNP &
ANU GLAIM TO Pl GLUD Z/OR INSUANCE c0. TO GET YOUR RIGHTS & ADVISE

Asoel: 1498

DIRBCTOR GENERAL & Chhrnan

P.O !36)( 26028 71X : 26880 TAWRERD , 2634 ALAF, PAX 964-1-2250233 PHON : 42502301

SA001894
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MINISTRY OF AGRICULTURE -

STATE COMPANY FOR
AGRlCULTURAL SUPPLIES

WAZERIA. BAGHDAD - IRAQ

Syl Zgpmon
Lalgiahy .

Gl alli

AT B o JULAIA 458 210 P e - 27 A NedEraey I

FROM:

COTECNA REGISTER / OFFICY, COMMERCIAL DR

BAGHDAD
[ 2T . . LATH;

202 I 1999/3/ 10 )

PAX NUMBER: SFOTALNO. ()J' PAGES INCLUDING (OVER:

00} -- 212 - 9633009 . 2 .
R . YOUR REFERENCE NUMBIRY

DI pLyASK REPLY TOP URGHNT
DEAR SIR

REFERNCE 1/CS No.K 7H018
WOLLD LIKE 10O !N:FORM You ’I'QE ROLY .Q 3

TROSS WEIGH I OF SOYA BHAN

1 MY. RINZAN MARU LODED WiTH _
ED UM QASERPORT ON. 7 /2 /99

MEAL SUPPLIEL FROM SOCOPA COI

R TIATRD 13/2/99 AND SPATHMENT OF
Y FOR WALER JRANSPORT ( AS VESSIL
AS WLLL WATBD I‘HAI SHOR! LAN\)X'J) .

BOVL THI QUANITIY WHICH WAS REC EIVFD Al 'P()Rl oF UM .
9601.730 M./T OF SOYA BEAN  MEAL \Y/HICH VALUE OF - SA!D-V_
! )U),l) BH PAH)'I‘() T!llf SUPP!.“.R .

P.O.BOX 26028 TLX : 2680 TAWRELD , 2634 ALFA,
FAX :964-1-2250233 PHON: 4250230-1

SA001895



 Jlplldgpgos
Lhfizg, .

Gl pas T30

STATE COMPANY FOR
GRICULTURAL SUPPLIES

WAZERIA- BAGHDAD - IRAQ

T L T N . s T o :
L aus &éms"‘;z. kG w il vy
PLEASH TAKYL NECESSARY ACTIONS TO INFORM YHIE CONCERED PARTIES
AND ADVISE. o o

BEST RRGARIYS AND THANKS TN ADVANCE *

,LOSYAN - PROJECTMANAGIR -
Y ACITONS FROM YOUR SIDE AS WHL)..

7 PLS SUBMIT SHIPPING DOCUMENT TO BNP ON “THIL ABOVE .

AND ADVISE . B.REGARDS

SA001896
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//i W(] mﬂwmux,,.,, :
3Lia : Ministry of Trad
: ubﬂ:f# P State Co. l{l?fr oodstuff Tradmv
e 3, Dl
i P.0 o 548 - Baghdad
L 28,2
£ sl e o 52 s $528550. 821520

e 2 MBYAAT IK
mX:21-28 I&Boo 1)

Pulé%/w \MPO:QT ol e
999 Y R ESTURFIK
v 718739 M FAX: zagzmo s
.

TO: CONTECNA. INSEECTION 8.A /UM QASER

m!rmsmnmmmm N
SUPFLAER : COFOO CO, CHINA
LG 2 G708 664 - SRQ NO. 1436

DEAR 5IRS: )
mmmommmmxmm,wxw}
YOU THAT COFCO €0, HAS NAIPPED QUANTITY OF 16000 M/TO} BTTE BEANS ON
. VESSEL “FENG ON SHAN = WHICH ARRIVED UM Q4 i
RECEIVING QUANTITY 12836, 667 PUTON EROM
vESSEL. '

.R mmmm
m&mox:moovmc

BAGHDAL.

SA001897
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COTECNA INSPECTION S.A. @‘3 v
(COINS) it g S0 cennt sosne
[ _ FAX }

Date : 15 June, 1999 @Q M

To H COTE_CNA UMM QASR _ . ;

Altention : Maciej LUBIENSKI

cc i ux / A. Poitevin (Geneva) | Mr. C..de Hennin (A
FaxNo. : 00873- 752 : R
Page(s) : 2

Ourref. : Umm_Qasr_15_06_Delays.doc
Subject : DELAYS IN AUTHENTICATIONS.

_Dear Maciej,

It appears that there are some marginal issues that evé
disruptions in the authentication process. Please note gpg

1-  When the ship does not have shipping docum:
a) Try to obtain them from the supplie
b)

available within 2-3 days from completion of discharge,
e landed quantities, based on manifested figures and

being, and until our systems are suitably modified, please refrain from
¥ remarks on the authentication sheets; unless the goods are not fit for
nstimption. This is motivated by the fact that Lioyd's used to send such remarks
tachment that was not conveyed to Treasury because quality disputes are
ial issues in which neither OIP nor Cotecna have to be involved; now that these
S€rvations appear on the actual authentication sheet, the Treasury in New York does
not know whether payment can be effected, therefore these authentications are left
pending forever. However, if there are quality problems, you are welcome to quote them o
OIP by a separate communication clearly identifying the shipment.

Referring to your today’s note on Mr. Biernacki's problem, | would like to stress that, whether or
not Iraqi figures are made available, how reliable will they be if you have not been witnessing
the weighing process? How then has it been done in the past, since there are quantity
shortages claimed by the lragi receivers on virtually every shipment, whereas it is the
manifested figures that have been authenticated.

Permaneut Subcommittee on Investigations
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’ GDINS ] :) :) REF : Umm_Qasr_15_06_Delays.doc 15 June, 1999

As a matter of interest, whenever we have witnessed the making-up of discharge figures, we
have always found blatant cheating on the lragi part. Manifested figures are correct, to the
extent that they have been verified and endorsed by several parties during the loading of the
vessels; shortages on‘arrival can therefore only result from the discharge operations. Again, by
paying regular visits during the discharge of the vessels, your inspectors will evaly fha ]

resulting from the discharge and make .an educated guess of the resulting shorid
applicable.

Contrary to what you state in your fax, | am told that three days was the m waiting
period for receiving Iraqi figures that prevailed up to just over two map$ P'source in
Jean Azouri and OIP); coincidentally, delays in authentications havg erienced since
then ... In the light of the above, please confirm that all authenticd g the receipt of
lraqi figures have been cleared as at today.

| appreciate the job is quite new to you and wish to thank
helpfulness; may | suggest that, in case of doubt as tg
contact Jean Azouri in Zakho; Jean has' been ind

r ektraordinary efforts and
&fh any given situation, you
since the beginning of the
ns. Of course, you are always
upport you in your endeavours.-
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, 2&) 044

Notes from meeting with Cotecna 23 - 25 March 1999,

Discussed Mr. Larsen’s mission report.

Cotecna will perform a presentation of the company and their work in Iraq at the meeting in May
in Baghdad.

Cotecna stated that actions have already been taken to solve the situation in Zakho.
OIP will investigate the possibility of where to destroy medical samples discreetly in

Ajob dmﬁp(ion for Mr. Marek Eljasz will be done and presented to UNOHCI in 8
his duties in Baghdad.

Security Officer in Baghdad wnll be asked to forward an evacuauon planh
Independent inspection agents.

OIP will investigate the seals that are broken by MIF and not rep!

. OIP will raise the problem with the Iraqis in regards to
Umm Qasr until after 2-3 weeks after arrival.

Cotecna were advised that Mr. Kulyk would visif
mentioned in Mr. Larsen’s mission report.
Invoicing:

in regards to invoicing. OIP will respond after
otecna can bill for inspectors in Iraq.

Discussions with Ms Neeta Tolapi E 4
final discussions are done i

: e
The format, which wag entcd in for the February invoice, was agrwd as
.acceptable. 5

of OC letter and contract to be sent to Amman office instead of Geneva upon official
Cotecna.

foposed amendment to contract in regards to larger communication costs wnll be accepted
but will be reviewed after 6 months.

OIP will investigate Cotecnas claim that dial up to V-sat will be at no cost to the UN.

SA002258
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Treasury:

It has been proposed by Cotecna to forward the authentication sheets by using E-mail instead of
using fax communication.

Mr. Lucien Fernandez from Cotecna explained the security system to be used and Treasury
agreed upon a trial period.

UN will set a date for the trial period to commence once received a response from Cotecna in
regards to fax sent to them in regards to security.

The trial period is to last for one week when Cotecna will forward authentication sheets both by
using fax and E-mail. If the procedure for sending authentications is acceptable the .
authentications will be sent from the sites daily.

OLA:

" CPS will agree with Cotecna on definition of prd -

control. e ) 2 R 1
Cotecna is not to perform any pre-shii shnpmcnt sf g00ds destined for Iraqunder the
UNSCR 986 resolution &;

DPrep

étaff;

plovide CPS with medical health centificate for the inspectors. For practical reasons
d that the former Lloyd’s employees will conduct a medical examination when
rough Amman for leave. :

Jeremy Owen André Pruniaux
Chief Customs Officer . ) Senior Vice President
Contract Processing Section COTECNA
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306

COTECNA®

OUTSTANDING MATTERS

Work Required

Deadline

Formal response to Jonas Larsen's mission report, including
remedial actions taken or to be taken. -

SApil 1999 "

Provision of site procedures and sampling methods.

Response to OIP’s fax on ¢-mail authentications.

Provision of medical certificates for Cotecna inspectors and
| proposal for ex-Lloyd’s Register inspectors.

Forwarding to Contracts Processing Section (CPS), clai
and comments received by Cotecna from Gove
Iraq (GOI).

Provision of a proposal to change staff distriby

Job description for Baghdad Liaison 0 b
with OIP, :
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OFFICE OF THE IRAQ PROGRAMME
(Contracts Processing Section)

OUTSTANDING MATTERS

Work Required

—

Fax to UNOHCI regarding security evacuations.

2| Report on container seals broken by MIF .
3| Confirmation on chargeable mandays to be invoiced.

4} Instructions to Cotecna regarding correspondence receiys
from the Government of Iraq (GOY).

| 5| Letter to Permanent Mission of Iraq regardin

6| Letter confirming OIP does not require Coted
Office in New York: p

8] Decision tegarding e-mail

T‘. Afeworki
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PRUNIAUX Andre

From:
Sent:

To:
Subject:

cotecna
paried

G207 Larsen 01~
nswer 1o report - 10,
From: "Cotecna lns " <cotecna@index.com jo>
Date: Sat, 10 9 11:44:10 +0300
To: "Geneva Femandez <Lucien Femandez@ootema.oor»
"G M. Pi <Andre tecna.com>

As requested, attachedmyanswertoM:.Larsensrepoxt

Caution ; a previous to Mr. Pruni
tnggeredhismswermauherewasav 1S in
anweredtomymessage

; snower
Wdo\t?chouwyopenm this attachment. lfyoumdavkusagah.
Shal

Regards.
CdH

Page 1
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COMMENTS AND ANSWERS TO MR, LARSEN'S REPORT

Meeting Canal Hotel

No comments.

The suggestions made by MDOU are not realistic.

ZAKHO

I have not awaited Mr. Larsen's report for ;

a) carrying out-an unannounced inspection myself;’
~ b) ordering a full audit that took two weeks,
desk at the end of March.

Unfortunately, it is not apparent - t e audit mission has had an
- immediate and large effect.

[_Tam afraid Mr. Larsen is righton.almost al COUnts\T

The audit report states that samples are now under lock. 1 shall see.
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Mr. Larsen is right on the issue of the local interpreter, who does some
interpreting in addition to his other tasks. | witnessed the same things as Mr.
Larsen. Now the audit report, as well as Mr. Szymicek, state that the issue is
under control, that the local interpreter has no access to files any more, and that
he did not, nor does, process data.

1 fail to believe that the local interpreter has, from one day into another, redg f,d
his acfivities and does not have access to the office any more. He defi
processed data, me and Mr. Larsen witnessing, and the denial by Mr. &
does not make any sense. B .

1 am not convinced, audit's advice notwithstanding, that the l% 3 f?ﬁte {Epis a
necessily. T shall see for myself, together with the new stafi
“Taveany in Trebil, and Trebil works well without.

24 hour oo{lerage at thé border does not make ¢ " %’;: rdér closes
during the night.

24 hour coverage iﬁ the office has been se performmg rad:o checks -
i _atungedly hours also in the other sites. o
S 4 \

I

xperienced deputy from Trebil has beer;i
the best mspectors from Zakho has beem

.

"% .. The station head was de|
&pomted station heath
romotedmaepu B

A en’s comments on spreading nationalities. But with a
inspectors coming from the same countries, an optimal spreading
hful thinking. We have broken up the Czech connection, but are
e Philippino connection, and we added an Hungarian connection.

ome. Of course, the ethnic separation was enhanced by the absence of
human resources management. On the other hand, the poor knowledge of
Enghsh of many inspectors entails reverting to their native language.
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4, Security issues

Zakho was not informed on the restricted movement on the mad As a matter of
fact, neither was |. Nobody was. Not our fault.

Conclusion

dation proSiem. Again, Mr. Larsen is not
the import authorisation for the cabins. We

16 extend thecamp)which is a prerequisite to
rafon ‘and the camp was also subject to

SA002648
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AL WALEED

I do not think it is a prerequisite to have a station head and a deputy on site
when some acting inspector perfectly fits the job of the captain of the football
team which Al Waleed's staff mainly is.

1 was not aware of the procedure of the summary sheet. See my remarks inthe
paragraph dealing with Mr. Larsen’s final conclusions.

expetience.

TREBIL

. Same comments -apply as for the other sites.
and our system work fine : it is New Yol
equipment arrived, the optical disk sent fro

1 know quite well that accomodation
" then, New York never objected
Government. : :

Same comments omRisd ks regarding-inspectors.with customs experience.

-

-~
* Jacquelin : il y a une mouche au plafond. (_,.w.._ 7
R,

cretary was recruited even before Mr. Larsen left my field. | had the idea
re him saying so.

The question of extending his office hours at Canal Hotel is not realistic, as Mr.
Eljasz spends many more hours at Canal Hotel than most of the U.N. officers. It

would be appreciated, on the contrary, that the U.N. ensure the presence of their
staff before 10:30 Hr and after 14:30 Hr.
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1 am not happy myself with the double office, but | see the necessity due to the
absence of confidentiality at Canal. Each and every communication is noted and
circulated.

AMMAN OFFICE

No comments, of course.

GENERAL FOR ALL SITES

The discussion on the scope of work is a matter
policy. Obviously, both parties have differe)
policy is, technically speaking, wrong. Are y
" is not risk assessment, and | fail to see his

poﬁcy and UN.
I think the U.N's.
§spect or not ? Inspection

We, of course, had our equipment orf
people who were meeting in
wouldn’'t make it. 3

and working on time. Sorry for the
, waiting - and hoping - that we

PERSONNEL

ge number of e)fpﬁegfiemmg@t_ogs chose to leave the
er, They lef ore, for reasons of miscalculation of

ale is not low, | must contradict this. Some inspectors may leave,
FUse-they fird beller contracts, “THIS happens everywhere in the
and at any time, and it s not a phenomenon related to Cotecna only. Until
, we had only one resignation, due fo his going back to the Amy, and
other resignation which was announced from the beginning of his contract. .

Your visiting the sites, talk to the people and solve the problem is an empty idea,

because Mr. Larsen does not say what the problem is. There is no general
problem. There are some questions, indeed, mainly regarding the leave in one
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period. If some staff are of the opinion that their situation was better under
Lioyd's, they are wrong. The difference in salary is not that large. They benefited
from some advantages and liberties indeed (days off in Baghdad, for instance),
but these liberties were in contradiction with Lioyd’s contractual obligations fo the
U.N, The U.N. pever objected to Lioyd's as they. doto us. Some lost advantages
are compensated with other advantages now. T
__.).____ s e e = e ¥
1 must say that | am in control of the so called problem. See my remarks i
final paragraph.

We are now receiving nothing else but customs inspectors. We will
happen. As said, | am not convinced by the U.N. requirement
customs officers. It was not a requirement when you presente
of new inspectors, was it ?

s
His - #gain insidious - remark on the presentation of
for the dnswer that this'-was exattly patt of his job,

CONCLUSION
But thou shrieking harbinger, foisi ¥ the fiend, [...] to this troop come
thou not near. .
- e : -
i | disagree that we provid the minimum acceptable level. Mr, Larsena\
] contradicts himself =l conclus»on oompared to his comments in "
t'& particula S s e

er decline ? The decline was possible due to the

ent, not reliable communications, inadequate systems

New York level. Mr. Larsen obviously handles different
e R

‘have already been lmplemented equipment, telecom, sampling,
Q gement prob!ems in Zakho. .

Some are in progress : samp!e transpoit (when our fleet will eventually arrive),
analyses (laboratory up to strength, further equipped and working almost
exclusively for us - no delays any more falthough U.N. was not so strict on
delays when Lloyd’s took 15 to 20 days)), troop’s morale on certain issues.
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Some have still to be done : better telecoms for Amman and Baghdad (fax),
better E-mail transmission (U.N. server), tighter incident reporting and handling,
more strict abidance by operational procedures, more operational control, more
attention to staffs welfare (although they cannot complain on Amman's
hospitality), more discipline on the movements of staff, some flexibility on leaves
and transport costs, better use of telephone and fax, better packing and securing
of cargo, standardising of equipment, advanced first aid, ... etc.

ltt e Tho
~these.who.request it = fiot 'é"\‘/erybody does), | am sure ther,
“|ow morale. | can tak to the staff on any other issue.
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P~ rm YO T ELIIUN LA, \@y
EDIN P.O.Box6155 - 1211 Geneva 6 - Switzerland
TEL: (022) 49.69.00/ TLX: 413 107 COT CH/ FAX:: 022) 849.69.28 UN SCR.985 PROGRAMME
B FAX 1
Date 1 21 April, 1999

To : UNO.LP. - NEW YORK

- Aftention : Mr. Jeremy Owen - Chief Customs Expert / Contracts Processing Sectlon /
Mr Dldlel’ Sabroux / Mr Jonas Larsen

cC : .
FaxNo. : 001212 963 8083
~-Page(s) : &

Ourrel. : J_Owen_19_04 Larsen_Repoit.doc
Subject  : RESPONSE TO J. LARSEN'S MISSION REPORT.

Dear Jeremy,

report. it is our view that
r output and correct our
tiVidits may also give misleading

r’ reconnaissance mission mid-
Jonas’s report.

As agreed, please find our formal comments to Jonas Larse
such missions and reports are to be looked at as mean
possible shortcomings, but it is also our view that
impressions (we experienced something simil
January), therefore we will strictly stick to the fag

Zakho

‘Most of the points raised in Jonas's

Iready been identified by Cotecna and remedial
action had been planned. The fglio

ave been taken :

1~ Afuli 3 weeks audit w; d,out during the month of March by a senior Team Leader
and, as a result, they siops have been taken :
a) The no elating to Agency goods have been restored, although not

SEnt. This being the- responsibility of the Team Leader and the
epeatedly ignored injunctions, it has been decided to remove the Team
his position and to appoint a new Team Leader instead. Mr. Goran Ciric
pointed Team Leader and Mr. Maciej Lubjenski appointed Deputy Team
ctive April 16™,; both inspectors have a strong experience of this site and
proven both responsible and disciplined.

pectors have now been re-shuffled and their shifts changed in such a way that

Fothnic groups are not entertained any longer. This was a simple management /
leadership issue, rather than a nationality issue; our auditor has already ensured -
more interaction between inspeciors by merely ensuring that meals times and
locations would be identical for all inspectors and by assigning additional duties
refated to the management / maintenance of the camp, all activities carsied out jointly
by -staff of different nationalities. One inspector who had a quite unacceptable
atlitude towards Kurds, drivers and colleagues alike was revoked; he apparently
already had a negative track record while working with Lloyd’s. Two inspectors

" {same nationality) who did not adhere to the team spirit were transferred to two

" different sites. It can be said that the cohesion of the team has now been durably
achieved.

Permanent Subcommittee on Investigations I SA012671
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' CDiNS ‘ 21 April, 1999°

¢) Our auditor immediately enforced mid-March the secure storing of samples and
closed files in a locked room; it should be noted that this is exactly how we found the
organisation of the site when we took over; presumably, you must have noticed this
when you conducted his fast mission.

d) Similarly, our auditor implemented 24 hour coverage at the border.
’ e} The interpreter's tasks have been limited to those inherent in hrs trade; |t shguld be

Cotecna taking over.
Although some 1mprovement IS still expected on the commumcahons W\

satisfactorily fulfilling its contractual obligaﬁons.

Umm Qasr

The traffic figures quoted in the report are to be analyseg X
proposal made separately to the OIP. In our view, as clearl id during our meeting in .
tual responsibilities, and

in the past either.

been a constant and recuming concem
‘communications equipment leased duri

for months prior to our appointment. ipment has now been insta“ed and there are
more than sufficient communication iprgt

previous one, as well as two phones as backup per site) and data processing
equipment. It should be ng Cotecna had already decided to increase the number of
PC’s and communication
_Inspectors staying at Bas en transferred to other sites due to the deterioration of the
";secunty situation by Cotecna, as requested); Cotecna is adding 4 cabins to this

site in order to additional inspectors, should its proposal be accepted by OIP.

r of this site was orly available for a short period, but suitable replacement has

Zn found and an expenenced Deputy TL. wﬂh Customs background has been
proi

Traffic is still very low and inspectors get additional training in Trebil; Cotecna would be happy -
1o come 1o an agreement in order-to man the site for only 12 hours, since we believe that the
inspectors in excess in Al Waleed could find a much better use in Umm Qasr. We still need to
know which authorities to approach in order to come to an agreement.

' Summary sheets had always been shown to the lraqis prior to authentication; it appears that it
‘ad been authorised by OIP. During our recent meetings in New York, we were told that fact

sheets could be shown, but this point has not been reported in the minutes : we need this to be
conﬁrmed in writing by OIP )
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l CUINS } 21 April, 1999

Trebil

Problems with Lotus Notes data base have continued during the month of March and April;
these were due fo the change of data base structure. A new generation of Lotus Notes data
base and application is now in use.

Accommedation had been insufficient for inspectors for over 7 months when Cotecna took over;
new cabins have meanwhile béen approved and shipped on site and we are still awaj mg the
completion of the civil works by the Ministry's contractor.

Baghdad Liaison Office

Decision to hire a secrelary had already been taken, and the candidatg
the inspection was carried out; it was only pending the authorisatio
proceeding with the hiring, Meanwhile, the new staff has joined our

Fremises at the Canal Hotel do not allow Cotecna to extend
‘the other hand, our Liaison Officer is virtually 24 hours per d
from OIP in New York; it is therefore considered that his s!

ssively at the Canal Hotel
to attend the business is not practical, since he would

torest.

General for all sites

Cotecna accepts that its understanding of

should also be noted that Lioyd’s pro fes for all sites in all) are the only ones

minimal procedures were in agreement with
OIP; if it is not the case, specific gui es ghBuld urgently be issued by OIP. Meanwhile, we

,regardihg 100% inspection

510 be qualified : Cotecna applies random procedures
that are representative

ge quality / quantity of the consignments, based on
any way perform 100% inspections. This is particulady

applicable to the qu the quantity is concemed, Cotecna’s contract is unequivocal

“it has to be 100% -
Risk assess ethod that Cotecna has been using for quite some time, but we fail to
understand

!d possibly be applied in Umm Qasr, and at the same time still comply

Bsed on. manufacturers record and quality assurance systems, there is no
formuta applncabte to oommodnies. since the ultimate quality of the products is

Airaders, generally), such as storage, transport, handling, transshipment, discharge, etc.
However, Cotecna would be happy to apply risk assessment methods and will welcome any -
suggestion made by OIP/CPS, particularly for Umm Qasr.

The remark made on the report regarding Cotecna's éqnipment is now out of date; problems
currently experienced in the authentication process are not attributable to Cotecna.

Personnel

There are a humber of statements made in this portion which we feel compelled to challenge,
mainly because they seem to be based on subjective assumptions and personal views, most of
which have in fact not materialised, contrary to the predictions made by the writer of the report.
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Firstly, it is inexact that "a large number of experienced inspeclors chose to leave the
programme” : Cotecna hired 30 out of 54 inspectors from former Lioyd's staff; this means that
our staff was originally composed of 56% of experienced inspectors. it should also be said that
many of the inspectors who chose to leave the programme claimed that they would have done
s0 anyway, whether Lloyd’s had retained the contract or not.

When interviewing the inspectors on the occasion of our reconnaissance mission in January,

in, but this is inherent in this assignment and obviously, given the choice, any er
to work in a civilised place with a high salary. During our visit, we feit th 9) ple knew.

dramatise the situation to have an impact on their counterparts.

We would also like to stress that none of the inspectors who- remal ptogramme were

_orced to do so; they were given comprehensive and un : ation about the
* employment conditions that Cotecna could offer them and sig i ctive contracts with
full knowledge. The report implies that these inspectors did e the services required
by the UN" because they were unhappy with their re this is extremely serious and

. reflects a very poor image of the former Loyd's in:
ethics. We trust that the formulation of such a stg

Credit has been given by Cotecna to the ms

remained in iraq for their valuable
input and hard work during the transition

igh one should not over-stare the strain

rs dissatisfaction. It should be remembered that

all these systems were leas r A, and it is a fact that, during the month of

February, they were not
previous years. As o th

z.terms have not sul i n adjusted”. To be fair, the writer should have analysed the
! alaries paid by Cotecna, as opposed of bimonthly salaries paid
ct are not that far apart. OIP should also consider that, in order to lower
sts as was one of its objectives, Cotecna could not match Lloyd’s terms,
generous, as any expatriate could tell.

aid about the relation between inspectors with Customs experience and quality
radoxically, in spite of the fact that Zakho had 3 inspectors with Customs
e site rated the worst among all sites, whereas Trebil that has none seems to
have ‘B88n fully compliant with the UN requirements. As to the relation between customs
experts and risk based authentications in Umm Qasr, we have to emphasise that none of the
staff we interviewed in this site, with the exception of the Team leader, thought they were doing
a very professional job when we interviewed them. Again, the *risk based authentications at
Umm Qasr have to be explained, since it is our experience of inspectors working forfin
Customs world wide, that such method is not relevant for commodities, particularly in a context
where port operators and facilities are not to be taken in good faith, as would happen in
Scandinavia, Britain or Canada. From a Customs perspective, the risk is assessed on the basis

of tariff rates and sensitiveness of the products; in the case of Iraq, how would this translate in
- lerms of risk management?

Page 4 of 6 SA012674



320

21 Api 1999

Another affirmation made in the report regarding the tack of knowledge from the inspeclors
regarding the global procedure seems quite surprising considering that most inspectors were
participating in the programme well before February and some of them had been there for over
two years and that none of the previous inspection missions had remarked this notorious gap. If
this is a true reflection of the inspectors overall knowledge, it appears that this has been
prevailing ali along and was basically an mhented deficiency. .

In general terms, it is a common occurrence that people are destabilised at lhe tigghdrastic
changes take place; in the case of lraq, owing to the fact that people are in s
conditions, this feeling is magnified, but everything eventually setties down.
conducted at a time when the new organisation was still being imple
impressions drawn during this unsettling period can be misleading.

Summary of Recommendations

"4 - A presentation will be made by Cotecna on the occasio)
Baghdad.

2- We look forward to receiving OIP’s comments
sampling and authentication.

3- To the extent possible, nationalities hav
considered the qualifications of the inspg
particular site.

4. A sample storage room has bee

3d"evenly; however, Cotecna has
ime factor to assign them to any

extent possible, the temperatur: t under control.
§5- Closed files in Zakho are now ij oom (the former TV room)
6- The interpreter in Za FERly performing his specific duties and does not have

access to the files.

As can be ascert: Zakho has been fulfilling a 24 hour coverage for the last

Umm Qasr have been upgraded, as was pro;ecled since authorisation
ipment was received.
9- P been presented to OIP.
10 -4

Co ecna stil has reservations regarding this requirement, we are pleased fo
§at 30% of the workforce in Iraq have a Customs background.

a purchased in January all the additional cabins that Lloyd’s intended to install to
accommodate the inspectors. This has been approved by the lraqi authorities, but the.
contractor designated by the latter for the erection is not performing so far.

Cotecna fully agrees to limit Al Waleed's coverage to 12 hours; we are awaiting indications
as to how to deal with this reques!

Every effort has always been made by Cotecna’s management in order to meet the
inspectors’ reasonable requests. Cotecna is improving the working conditions of its staff in
Iraq by improving communication facilities, data processing equipment, security, sanitary
conditions and lodging facilities, all of which are very important for peoples’ comfort; Other
conditions have to be consistent with the financial balance of the contract.

Page 50f 6 SA012675



321
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All the foregoing comments are made in good faith and we trust that they are going to be seen
as our honest and objective perspective on the issues raised. There is always room for
improvement, and Cotecna is committed to continually improve its services, with the support
and assistance of the OIP, in order to contribute to the successful and smooth implementation
of this important mission. ) :

Best regards,

A runiatix
 Senior Vice-Presidgnt
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' GD' N P.O.Box6155 - 1211 Geneva 6 -  Switzedand v,\\:y

TEL: {022) 849.69.00/ TLX : 413 107 COT CH / FAX : {022) 849.60.28 UN SCR-986 PROGRAMME
i FAX |

Dale : 29 March, 1999
To : INTERCONTINENTAL HOTEL - AMMAN
Alfention : Carlo de Hennin - Room No. 627
" Fax No, ) 562
ccC
Page(s)
Ourref. : CDH_29 03 Report_Larsen.doc
‘Subject : CONFIDENTIAL: J. MR@S REPORT.

Dear Carlo,

_ Jlease find attached a copy of J. Larson’s repot following his recep
your comments and, where applicable, indicate what remedial act

it. Please let us have
 have been taken.

Best regards,

- $SA002214
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“ Mission Report
Technical Mission: 25 February-10 March, 1999
Jonas Larsen, Customs Officer

The putpose of the visit was to evaluate the services provided by Cotecna, the new Independent
Inspection Agents and to attend the monthly meeting between UNOHCI and Cotecna.

Meeting Canal Hotel:

Monthly meeting at Canal Hotel, Baghdad: Deputy Humanitarian Coordinator, M. Farid Zarif,
‘The mecting was held in 2 positive spint. Questions were raised as to if Cotecna is supposed to carnk

duties as the previ Lloyd’s Register. Iexplained that Cotecna signed a contract v

¥

Mecting with MDOU: they suggested that the procedures with regard to authentica
Authentications should be pending for 2 month awaiting a confirmation from
delivered goods are as per contract. They also questioned the sanpling p
by the Independent Inspection Agents had no value from a legal point of vi
under my mandate, I advised them to bring their suggestions to OIP New Y

Zakho:
‘The volume of traffic was very low during my visit and
. b Team Leader M. Berthold Szymiczek, .

d by the Agencies. Heismktsingthemnkgs)in
10 them upon arrival of the truck(s) to their

Thie problems with regard to Agency goods remain
has impiemented another level of acceptance of ¢
good faith that the Agencies concened will

warchouses. Unfortunately, this is not b h nunyshxpmsnotyetnpoﬁf- ]
“The Team s divided into three (3) gl 1 that some nationalities are over represented on the site. 1
‘recommended to Mr. Alexis Poil epyesen from Cotecna, that they should spread the nationalitics equa.lly

throughout the sites.

entioned in Mr. Jeremy Owen’s report of December 1998. The closed

bom. 1also became aware that the Jocal interpeeter is responsible for the
toall of them. Ialso noticed that be speat a Iot of time in the office doing

hat he is hired to do. 1n my opinion, since onc of the golden rules is that no information is
party, all the work related 1o authentications should be done by the independent inspectors.

The samples are not in a o)
files should also be staipd i

Qg erage at the border or the office.

‘been informed by UN Security in segards 1o restriction of movements on the road between Mosul
ween the hours 11.00 am - 03.00 pm.

opinion that Cotecna is not fulfilling their contractual responsibilities to the UN.

B e T
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Umm Qasr:

The traffic in Umm Qasr is very high for the moment. For the period January-February 1999, 56 vessels arrived.
Whea compared to the same period in 1998, which was a total of 57 vessels, it is too early to draw any conclusions
as to if the traffic will increase in 1999 or not. The total nursber of vessels, which arrived in 1998, was 300. 1
recommend that at the end of June 1999, a new comparison should be done.

During my visit 1o the port, I noticed that only the wheat and container vessels were bemg discharged. Iwas told
that there are three reasons for that: (i) thelraqnsdonthave tmcksformu- ding ion when the
port is running at full capacity, (ii) there is not gh labor for---v ging, and (i) the Food.stuﬂ's Company is
taking samples upon the vessel’s arrival. The sampls are then sent to Bagbdad for testing and, based on the results,
the vessel will commence discharging. This procedure can take up to 8 days.

The main computer was not functioning and had been so for a week. This means that Cotecna has not been able;
authenticate or send/receive information clectronically during that period. They are awaiting spare parts and hop
have the computer up and running in a couple of days. Jay Sutterlin, OIP is trying resolve the matter b;
liaison both with the site and Cotecna, Geneva,

'D:cre is only one ‘B’ Sat for communicating which means that only one line is available. Ifg ine
"down, it would mean that there is no means of communicating with the outside world. It g e
are replicating or using the line, there is no possibility to contact the site. I recomme:
increase their number of communication lines on the site immediately.

Thereisa good team spirit at this site encouraged by the suitable Team Lead

:rhe silo manager, Mr. Sabah, previously advised the site that it coi “lo visit the port during the dark
hours of the day. He mentioned kidnapping of truck drivers, gtc. eV durmg a meeting with Mr. Sabah, I
raised the question of if there were any problems for inspegforSiio.i dunng !hc dark hours; he replied

that the inspectors can visit the port whenever they wanted . He d his
concerns about not receiving any spare parts for ﬂm to bnng up the issue wxlh his Ministry.
T recommend that Umm Qasr, on a weekly b New York with a report of all the problems with

regard to security so this matter can be add

3 agricultural expert on site. The camp only accommodates 12
inspectors, so 2 inspectors are n Hotel, Basrah. In case of an evacuation, it could be very difficult to
contact the inspectors locat 3 t’%\, ble time. [ rec d that Cotecna either set up additional
accommodations at Umm Q !axg, site with the necessary communication to be used between the site

‘Cotecna has for the moment 13 i

As Hippened previousty, Cotecna will continue to send inexperienced inspectors to Trebil for training so they are
prepared if and when goods start to arrive.
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I reconmend since the traffic is so fow, that if an agreement can be reached with the proper authorities to bave the
border point manned for only 12 hours/day, that the number of inspectors could be decreased to 8. The excess
inspectors could be used at busier entry points.

- 1 discovered that inspectors are showing a summary sheet to the Iragis befors authentication. The summary shest
! contains the samc information as the authentication sheets. 1 advised them fo stop that procedure uatil further notice
from CPS/OIP, NY. ’

'l’l‘hcn: are 3 inspectors with Custonis experience onsite.
Trebil: : o ' : : "

The site was very busy due to the arrival of a large wheat shipment discharged at Aqaba.

Experiencing problems with Lotus Notes database. They have not been able to replicate since 19 Feb
pIPhuscntanopﬁmldiscdeghUNOHClaldonoemoeiveddwmkvaﬂhopcmuybqsol

“The two Deputies (Milan Radonovic and Goran Ciric) are running the site operationally,
more of a coach for the team and seems not to know much about the operation.

TAccommodation is not sufficient for the i p on site, I rec d that addj!
g 3

*Ihe site had implemented the new draft sampling procedures. The i
samples are now more rcprw:nuu:ve then before.

i’lhem are ne inspectors with Customs experience on site.
Baghdzd Office:

Mr. Marek Eljasz has been running the Baghdad office si over by Cotecna. Since Mr. Eljasz does alot
ed that he hiré a secretary so that the office in
the Canal Hotel is always manned. Jt was als HCI that the office bours be extended. Isuggest
that the office at Chartage Hotel and the du

..incmschismnceanbe&mlﬂotcl.

‘much aware of what is happening in Iraq. The office was well setup.
He is also receiving all the test results and forwards them to the sites

re, randomly selected three OCs for each site. I reviewed the files on the sites both by
¢S4H the database. The files were shown to me and I found all the required information.

dures remain the samé as those of Lioyds Register, since Cotecna has not yet presented any new
ther to the sites or the UN. 1 was shown new draft sampling procedures for the three Jand borders. The
were implemented at Trebil. The new procedures are more thorough than the previous contractors.

"Cotecna needs to be briefed in more detail of the scope of work to be performed in Iraq. Their understanding is that
jthey have to do 100% inspection of all goods crossing the border. Since a debricfing was not done in Amman upon
my transit, Cotecna will visit NY for a debriefing 22-23 March 1999.~
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They request to have their own inspectors doing a full tally of what is crossing the border. They are especiatly
concerned for Umm Qas andthcym(toancmscthcnumbcrotmspoctorsloaxmmmumoﬁ? if Cotecna isto
perform the duties ba@!ennsk see no need to increase the sumber of inspectors )

1
Al-Waleed and Trebil are showing the Iragis 2 summary sheet from SAMDS showing the t to authenticate for

their approval. This procedure should change since the figure to authenticale should be independent and for the UN
" only.

Co%ccnahasrmtedsomccqmpmentfmml.loyd sandthxs will end at midnight, 31 March 1999. Since
gwcnasneweqmpmcmhasnotyctamvedmIraqlodalc,thesmmamsgcmngcnuml. Inordertopetfomthar

ties as per contract with the UN after 31 March, Cotecna needs to have their new equipument up and running by
theSlMamhotelscthcwboleamhenbcauonpmocsswdlbeaﬂ'ecM.mnmglhcremllbcnoamhcnuauo
from the sites. :

Personnel:’
)

‘sm“c“m‘w*(’v"fmmm.lkrgemmbcro[cxpenencedmspoctorschosetolave he'fiFogra
the low morale within the team, a large ber of the ;
leaving the programme. ﬂwmspoaorsmmancvalnauonpenodandmmmmatc h
week’s notice.

Currently the morale and the spirit in the teams are low. The sites need 2 peri ili ds to those
issues so they can concentrate on their work and train lhcncwmspectors acs
this problem should be taken so the sites can provide the services required b
management visit the sites and talk to the inspectors to 0 resolve this peg %

T would like to give credit to the inspectors in lraq who are
and training all the new inspectors despite all the problemgy g munication, computer and
administrational problems. My fear is that unfortunately 2 5 ber &F these inspectors will leave the

- programme if their personal terms are ootad)nste&
Since the take over by Cotecna, the number of G sttomm:pcnencehas decreased dramatically. I
recommend that CPS require Cotecna to ors with Customs experience especially if we are to

“continue risk based authéntications at Um

3 informcddxm,stzp-byﬁcp; of the procedure of a contract
was appreciated by the inspectors who were not aware of the
ibilities of authenticating the arrival of goods crossing the

On all of the sites 1 did a short prg
from submission to payment.
procedures in the progran
borders to Iraq.

Conclusion:
at Cotecna are providing services as pet their contract with the UN, albeit 2t the minimum

decline in the provision of authentication scmoes is likely to result in Cotecna failing
obhgauom
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Summary of Recommendations:
Cotecna should perform a presentation at the next monthly meeting in Baghdad.

~ OIP, New York should respond to the comments from MDOU regarding sampling ahd authenti

Nationalities should be spread equally throughout all four border points.

i tralled

Tﬁesamplestoragcareaa(lakhoshoutdbe losed and temp
The closed files at Zakho should be stored in a secure room.

Y VvV Vv Vv VY v

6

The interpreter in Zakho should only be performing the duties that he is hired
the office workrelated to authentications. ¢

v

Cotecna should be agy'sed that they are not fulfilling their contrac ' Zaxno with regards to
24-tiour coverage. : )

» A comparison should be'done in-Umm Qasr by the end of
in 1998 with regards to the number of vessels arriving.

» Communication at Umm Qasr urgently needs to b
Cotecna should present site procedures to UN.:

équipment_ 1o Iraq. If their equipment is not
from the sites. «/

> - All efforts must be made to assist Co
operating at 1 April no authenticati

date all staff stationed at each site.

coverage instead of 24-hour. The remaining inspectors can be relocak

5 SA002216
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UNITED NATIONS NATIONS UNIES

OFFICE OF THE IRAQ PROGRAMME

FACSIMILE (3)
To: Coteena Inspection S.A. Fax: 011 41 22 849 69 39
Mr. Andre E. Pruniaux, Senior V.P. Tel:

M, Lucien Fernandez, Contract manager-
From: Jeremy Owen A AFixi +112129638
Chief Customs Expert Tel: +12129
Contracts Processing Section

Subjert: OnGTaNling matters.
I,)’x‘té: 25 April 1999\ ) Number of pages

D\%’m}m&ofmﬂmoumding'wﬂ :
»ordainthis . I would first however like to addpess thé'qs
qualif

y resolve in chronological
n that continues to be the cause of

ial operations fall Q&Q inspections are
time and equi t available As you so
:ssubjecno"’ inistrative, political and
thatwecmworktogetbqwxﬂmﬁheseeonshmtstocmyo“t

fer to my fax of | éggwhxchsnmmmzedﬂxemmamwhxchchmsor
n exther contracting party should be handled. I would also like to advise you that
grafted to The Permanent Mission of Iraq which formally advises the Government
Iy 1018, responsibilities and rights as United Nations independent inspection agents. We
%g;you once the letter has formally been delivered.

@'&"ﬁ%ﬁ respect of your fax of 16 Apnl contammg your site satapling procedures. I would liké to
thank you for the work that must bave gone into producing such a detailed d t and would like
1o assure you that we are reviewing it thoroughly. A direct result of this review is my fax to you of’
21April requesting how the sampling procedures fit info the general guidelines issued to your
inspectors, for example will each truck be sampled; if not how many trucks of each shipment and
at what interval? As mentioned above we appreciate the conditions Cotecna are working under and

Room 5-3055-K, New York, NY 10021 ¢ Tel-+1 212 963 5287 @ Fsx: 43 212 5633003 »

Permanent Subcommittee on Investigations

EXHIBIT #37
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n4/25/88 SUR 17:57 FAX 212 983 7360 OIP/CPS . igee?

that 100% tumout of each and every shipment is not realistic. We have also communicated to you
that Cotecna are not responsible for authenticating shipments to the contractual standards of the
Government of Iraq rather to the description of the goods approved for shipment by the 661
Committee. With this in mind I am sure you recall the discussions held here in New York with our

' legal officers, when it was stated that adoption of the site and sampling procedures by OIP would
’ define the terms “quantity” and “quality” as mentioned in the contract with Cotecna. It is thergfore
: imperative that OIP and hagresment on these matters expeditiously. p

IV) Also on 16 April we received your proposal inmpect ofstaﬂ'dism'buﬁonin,lrgq

-

acoepuh:su:maﬂuofﬁctbow
“Wf.@mdwm@e_.'

of your comment ngto an mcreaangnumbu of claims I wouldliketommhon

1 offices in Geneva in D ber 1998 1 believe I mentioned that 1
from the moment you commenced the contract you would be bombarded
ebytthovcmmentofIraqwlndlmayormaynoibepannmto

a¥ been cons:slcmly ‘mentioned, and is mentioned again in this fax, claims from the
Govemment are not the responsibility of Cotecna. For your information there is no

.o reason ‘why independent cargo superintendents can not be employed by the two
N contractual parties at Umm Qasr.

Despite the above mentioned I agree with your Tusion that the staffing at Umm Qasr

eeds to be addressed. The original indications given to you 5T Faffic 16vels was Based on &
surnmary of previous traffic and was made in late summer of 1998. Since that time traffic jevels have

Room S-3055-K, New York, NY 10021 & Tel:+1 217963 5287 » Pax: 41 212963 8083 o
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04725753 SUN 17:37 FAX 212 963 7360 O1P/CPS 14003

increased and, given the applications subsequently approved, will continue to increase. T would
therefore accept the proposed redeployment of staff from Al Waleed and Zahko.

1 note in your total staffing table you have i i the total number of inspectors in

. country from 54 to 56, Given that the contract stipulates 54 billable inspectors plus six additional

provxded free of charge, a total of 60, I would apprecxate yo\xr commeats on this before 1 forma!ly

pass the proposal to Procurement sectiGil Tor U
i mmaoe

-

V)  Inrespect of your ts on t
address these matters separately in an addmonal rwponse to follow shortly.

VI)  Your fax of 23 April refers to problems with documents sent to
Amman. At the time of your visit to New York you mientioned that you

to be sent directly from our office to Amman. We would be happy to o {3 Toquest once
confirmation is received inwri% This may alleviate, or help to (peditiously, any -
37 with respect to copy documents. : :

VIl) FmallyyomfaxonJApnlrefmtochlonnegass‘
provide anthcnucanons There is a fandamental probleptotil

23
0

Fbe mvolvedmmywaymthcacmal

Gt c@l office ahpu)aicsthat h ed N

* anthentication process. UNICEF,is part of the ] ns family and would therefors be subject
to this prohibition.

I hope that this reply, together with fiite iously, resolves any outstanding matters between
us. If you feel theze are furthégans B pleascdonothﬁﬁatetocontactmc.l!stngatds

Room S-3055-K, New York, NY 10021 @ Telrbl 292 %63 5287 » Fax: +1 112963 8083 o
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UNITED NATIONS {@ : NATIONS UNIES
hrav

OFFICE OF THE IRAQ PROGRAMME

FACSIMILE

To: Cotecna Inspection S.A. Fax: 011 41 22 849 6939/692§
Tel: ;

Mr. Lucien Fernandez

Contract Manager

From: Jon’as Larsen

Customs Officer
Contracts Processing Section

Date: 25 May 1999

Dear Lucien;

Roors 8-3063-C, New Vork, NY 10021 » Tek +1 212 963 4046 # Fax: +1 212 963 3083 & E-mail larsenf@ua.org

Permanent Subcommittee on Investigations | SA002848
EXHIBIT #38
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UNITED NATIONS @ NATIONS UNIES

POSTAL ADORESS--ADRESSE POSTALE: USITRU MATIONS, ¥.¥. 10017
CABLE ADDKESS ~» ADRISSK TELECRAPRIQUE: VWATIONS NEW YORK

OFFICE OF THE IRAQ PROGRAMME
serxac: ED/99/GOL18 ’

Excellency, 2

1 have the honour to refer to letter MRNO90 of 7 Ap
Representative of Iraq, pertaining to 2 commercial dispute be

" a supplier, and request for a copy-of the authentication;
- by the United Nations independent inspection agentsg
raised today by His Excellency Mr. Mohammed,

fro b Permanent
&(Sovernment of Iraq and
of the samples drawn
like to refer to issues

_ In this connection, T would ‘mdependent inspection agents are appointed by
the Secretary-General and e Secretary-General while undertaking their -
duties, as stipulated in the 2 of Security Council resolution 986 (1995), the
procedures of the Securj iLCommittee established by resolution 661 (1990), and the
Memorandum of Ungé ; n the United Nations and the-Government of Iraq.

d to receive instructions from the Secretary-General, and

the independent inspection agents stationcd‘at the four entry points to Irag,
aph 27 of the Memorandum of Understanding, is to confirm the delivery to -
hignments through the comparison of the appropriate documentation, such as bills of

His Excellency

Mr. Rokan Hama Al-Anbuge

Chargé d’ Affaires

Permanent Mission of Iraq
to the United Nations

New York '

SA002849
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-2-

lading, other shipping documents or cargo manifests, and the documents issued by the Security
Council Committee, against goods actually arriving in Iraq. Except to the extent riecessary to |
comply with applicable requirements mandated by the Security Council, the independen
inspection agents are not required to inspect to the standards of common comnmercial p
shipment quantity and quality examinations, or to ascertain whether the goods
particular technical or other specifications that may be in the contracts between

consignmerit th question matches the specifications itemized in the G
and the other documents referred to in the Memorandum of Und 2

In the event of an irregularity with regard to the tech specifications of a
commodity, the Security Council Committee is informey attommercial practices go-
forth, as stipulated in paragraph 36 of the Commit 3and paragraph 28 of the
Memorandum of Understanding. This would in rsé, a situation where the goods
are deemed unfit for human consumption by finspection agents.

I would like to indicate that nei 6 (1995), nor the Security Council

Understanding between the United Nations
and the Government of Iraq, precl on in contracts by the Government of Iraq for
the purchase of humanitarian
purchaser. These include
-must also be in each ¢

rmance bonds or penalty clauses. Such provisions
with normal commercial practice, and any payments
o the United Nations Iraq Account.

Government for its continued assistance with respect to the

Benon V. Sevan
Executive Director

SA002850
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COTECNA INSPECTION S.A. \g \3
(COINS) (2o e S50t wsonws oo
| FAX |
Date 1 27 May, 1999

To :  OFFICE OF THE IRAQ PROGRAMME -~ NEW YORK

Aftention : Mr, Torben Henriksen — Customs Expert, Contracts Processing Section
ccC . Mr. Jeremny Owen ~ Chief Gustoms Expert/ Contracts Processing Seg B
Fax No.
cc
Page(s)
Our ref, : T_Henrksen_27_05_Sampling_Authdbc —~
Subject  : SITES’ SAMPLING METHODS. 4%

Dear Torben,

56 above subject and have to
ut could not find a trace). | am
comprise the new guidelines for the
}ayou know from Verne, we have recently

Permanent Subcommittee on Investigations
EXHIBIT #39 SA014003
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@'i_l\léj COTECNA INSPECTION S.A.

PO Box 6155 1211 Geneva 6 Switzerland

&LL%
&

58, Rue de la Terrassiére / 1207 Geneva e
COTECNA INSPECTION SA Tel(4122) 8496900 / Fax (41 22) 849 69 28 UN SCR-986 PROGRAMME

SAMPLING PROCEDURES FOR LAND BORDERS (TREBIL, AL-WALEED, ZAKHO)
AND PROVISIONAL PROCEDURES FOR VESSELS’ SAMPLING (UMM QASR)

A) GENERAL GUIDELINE FOR BULK AND BAGGED CARGO v

1- Based on the sampling plan to be designed according to the table atta
inform, where appropriate, the truck driver that samples are to be dr
(sec attached sampling chart for the determination of the
sampled). r
2-  The driver is requested to fully uncover (or to open) the f
completed, the driver will inform the inspector that he caif’@ 5
3-  The inspector has to draw the sample himself off thedtck ¢
by the driver from the truck).
4 - The sampling has two objectives : .
a) Determine whether goods are fit o
systematically for all food producw@ﬁi i
B)4- below). Authentlcatxon ok
satisfactory laboratory anal
trucks relating to the COJ
b)  Determine whether

nent will be effected upon receipt of
Pthe crossing of the border of all the

f the goods conforms to the contractual

qua}lty
1iiEd on representauve samples (see point B)6- below)

: PROlf)UCTS AND ANALYSES REQUIRED
it for human consumption | Send samples for | When to carry out

{FFHC) criteria FFHC analyses quality analyses

e Sty | One Sope e &
~ Heavy metals . One sample once a

entils, beans, etc.) - Radioactivity Systematically month per site
\fgg'%ble ghee :::3&3%?;3 Systematically g\gi; ;;nrp;;eonce @
- Heavy metals . One sample once a

Baby food - Radioactivity Systematically month per site
. . . - Heavy metals . One sample once a

Milk (powder infant milk) - Radioactivty Systematically month per site
- Heavy metals ! One sample once a

Cheese i - Radioactivity - Systematically month per site
: - Heavy metals ! One sample once a

Detergent powder - Radioacivity Systematically month per site
- Heavy metals . One sample once a

Seap - Radioactivity §ystemancally month per site

Page 1 of 9 SA014004
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= =) COTECNA INSPECTION S.A.
coINs

PO Box 6155 1211 Geneva 6 Switzerland
58, Rue de la Terrassiére / 1207 Geneva

COTECNA INSPECTION SA Tel (4122) B49 69 00 / Fax (41 22) 849 69 28 UN SCR-986 PROGRAMME

B) BULK CARGO

1- For bulk cargo, samples have to be drawn every 500 MT of the total shipmen

2~ Inspectors will collect samples from the top of the truck with the samp
samples are to be taken by the driver from the truck trap). ke

3-  Quantities drawn have to be strictly identical. o

4- In order to determine if products are fit for human consump
shipment / partial is inspected, an average (preliminary)¢Stmplefo
partial is prepared and despatched to the laboratory fofith ;
performed : ‘
a) Heavy Metals Analysis
b) Radioactivity Analysis )

5-  Following completion of the random samplin]
carried out, until 15 kg of representativéd
the sample mixer and divider equipment.

6-  From this quantity, inspectors will4 ff‘g&

N
yerage samples of Skg each. Samples are

S5

C) BAGGED CARGO . i
’ o

1- ighimepts, samples have to be drawn every 250 MT.

2- Sto a3 ollected with a sample gauge in different spots of the truck.

3- ave to be strictly identical.

4- cictinine if products are fit for human consumption, when 50% of the
. it / partial is inspected, an average (preliminary) sample for this shipment /
&

is prepared and despatched to the laboratory for the following analysis to be

ed : :

eavy Metals Analysis (except for infant milk)

} Radioactivity Analysis (except for detergents and soap)

Following completion of the random sampling, reduction of all samples taken will be

carried out, until 15 kg of representative sample have been mixed and separated using

the sample mixer and divider equipment.

6- From the quantity remaining, inspectors will compose 3 average samples of 2 kg each.
Each sample is placed in bags numbered and sealed.

7- For sugar, flour, and detergents, inspectors have to give particular attention to storage
and protection of the goods against humidity and light. For this reason an average
sample will be composed every 2500 MT and stored in flasks. At the end of the

sampling process, the contents of all flasks will be gathered into one bag, duly
numbered and sealed.

SA014005
Page 2 of 9
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. . COTECNA INSPECTION S.A. VV N
coINS ==\
PO Box 6155 1211 Geneva 6 Switzerland \’\S L[’//
58, Rue de la Terrassiére / 1207 Geneva =
COTECNA INSPECTION SA Tel (4122)8496900 / Fax (4122)8496928 UN SCR-886 PROGRAMME
D) GENERAL CARGO (Milk powder, Soap, detergent, Ghee...)
1- Inspectors have to draw a sample for each consignment / trucks related to the same OC
letter. )
2- Inspectors will collect samples at regular intervals depending on consi
Batches / lots, e.g. milk powder, pulses etc...(See attached illustration).
3-  Quantities drawn have to be strictly identical. ,
4- In order to determine if products are fit for human consumption
shipment / partial is inspected, an average (preliminary) sam
partial is prepared and despatched to the laboratory for th
performed :
a) Heavy Metals Analysis (except for infant milk)
b) Radioactivity Analysis (except for detergents and?
5-  Samples are divided in 3 equal parts, which have
6-  The 3.plastic bags are labelled and sealed.
This sampling procedure is to be implement
E) MEDICINES

a)  Where possible each itg) lc
b) Whereitis physically,?
containerised, ang mpletely unstuffed at the border, samples will be drawn
according to ths ‘aygtiable facilities.

Aboy é%rs shall report the items for which samples were taken and the
g additional samples in the observation box of the inspection

)

VESSELS’ SAMPLING METHOD (provisional procedure, applicable until additional
staffing is permitted).

a)  Upon arrival of the vessel, witness sampling by port authorities in the vessel’s hatches.
b)  Ensure that several samples are drawn from different spots and at different levels.

©)  Where several lots/hatches are present, ensure that samples are drawn for each lot/hatch,
d)  To the extent possible, ensure that quantities drawn are identical to be representative.

€)  Reduction of all samples taken will be carried out (until 15 kg of representative sample
have been mixed and separated).

SA014006
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PO Box 6155 1211 Geneva 6 Switzerland

58, Rue de la Terrassiére / 1207 Geneva

COTECNA INSPECTION SA Tel (4122) 8496900 / Fax (4122) 8496928 UN SCR-986 PROGRAMME

-8

G) SAMPLES LABELLING

From this quantity, inspectors will compose 3 average samples of 5kg each. Samples are
placed in bags, numbered and sealed.

In order to determine if products are fit for human consumption, this preliminary sample
{cannot do representative sampling due to shortage of staff) is prepared and degpatched
to the laboratory for the following analysis to be performed : :
a) Heavy Metals Analysis (except for infant milk)

b) Radioactivity Analysis (except for detergents and soap)

N
eir destination:

n THig ¥ container reference,
:%ﬂd € reported:

Labels for samples sent for Analysis should not i
and COMM number. On the label, only the follow

a)  Sample reference number
b)  Batch/ Lot reference (where apglicab
¢)  Total quantity of the shipm ;

d)  Date sample is drawn
e)  Product description

Sainples’ distribution is as follows :

a) 1 sampleis sent to the laboratory for analysis;
b)  The remaining 2 samples are stored in Cotecna’s site.

A standard letter requesting analysis must be attached to each sample sent to laboratory
with the following information :

a)  Sample reference

b)  Seal number (*).

¢) Lot number (where applicable)
d)  Type of analysis requested

SA014007
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@q@ COTECNA INSPECTI?N S.A.

PO Box 8155 1211 Geneva 6 Switzerland
58, Rue de la Terrassiére / 1207 Geneva
COTECNA INSPECTION SA Tel(4122)B496000 / Fax (4122)8496928 UN SCR-986 PROGRAMME

3- For each sample sent for Analysis, Amman Field Manager must be informed by fax
with the following details:

a)  Package reference, according to transport
b)  Sample reference

¢y  OC letter/ COMM number

d)  Total quantity of the shipment

e)  Product description

J)  SAMPLES’ STORAGE DURATION

Inspectors have to retain all samples for at least (3) thre:
the purchase contract to which the samples relat
Inspectors are to be destroyed after the relevant tupe
be given to any third party unless otherwise
Contract processing Section, New York.

er g ‘ircumstances are samples to
I wntmg by the United Nations

which it will be identified.

SA014008
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COTECNA INSPECTION S.A. N
. N
colNs iz

PO Box 6155 1211 Geneva 6 Switzerland \
. NS
58, Rue de la Terrassiére / 1207 Geneva S
COTECNA INSPECTION SA Tel (41 22) 84969 00 / Fax (4122) 84969 28 UN SCR-986 PROGRAMME

|

[ SEALS’ ACKNOWLEDGEMENT OF RECEIPT

Seal No.

Seal No.

Seal No.

Seal No.

Seal No.

u e;@y personal responsibility and | acknowledge that the
lgg‘i’ﬁf for the sealing of samples taken in the frame of the

Name and Surname

Title

Date

Signature

* SA014009
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UN SCR-986 PROGRAMME

colNs

FLOW CHART FOR AUTHENTICATING THE ARRIVAL OF THE GOODS IN IRAQ

)

F e

are presented at the site's

packing list, invoice, etc.

Truck / vessel arrives at the
border. Shipping documents

reception desk : CMR | BA.,

Check completeness ?;nd

of COMM No. is available.

eligibility {e.g. OMM
gibifity { s;Nor_y

Not eligible

\ 4
Return documentation to
transporter and reject
shipment.

Complete / eligible

Not co}nplete

Request transporter /
supplier to complete
documentation.

v
Carry out physical check
of the goods. Fill in
Inspection Report.

ses (Heavy metals &
adioactivity) on edible

h 4
{ransporter of
. Do not stamp
ipping documents.
inform OIP of rejection

Starnp shipping
documents and release
them to the transporter.

i

Key in Inspection Report
data in Lotus Notes
system. Check accuracy
of entries.

i

Send daily report

When shipment / partial completed, Team

Certificate of Analysis
Fit For Human
Consumption

-

documents for COMM file.

. Sampling

required !

Ensure hard copies and data

Make copies of the shipping

Draw preliminary
samples according to the
sampling plan table.

¥

When 50% of the trucks
have been sampled /
vessel berthed at quai,
send sample for analysis
(Fit For Human

Consumption - FFHC)

4

Draw samples according

going’

to the sampling plan. Fil
in inspection Report,

i

Mix and reduce samples
to a totat 15 Kg of
representative sample.
Make 3 samples of 5 Kg
each.

'

Keep samples on site;
once a month, send one
sample per product, per
site for quality analyses,

based on contractual

N " i ts. Resuits
figures to Leader / DTL signs Authentication sheets arreeq ﬁﬁ?ﬂiﬁ;catﬁi and
Baghdad for of arrival of the goods, faxes tehm to OIP; will not affect the
UNOHCI via LO relevant data replicated with Lotus Notes. authentication.
Page7 o8 SA014010
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-‘PRUNIAUX Andre e
From: FERNANDEZ Lucien
Sent: lundi, 28. juin 1999 09:16

To: PRUNIAUX Andre
Subject: FW: G3 04 4Mar - visit report May - 25.6.99

From: cotecna [SMIP:cotecna@index.com.jo}
Sent: 25 June 1999 19:19

To: LUCIEN

Subject  G3 04 4Mar - visit report May - 25.6.99

=)

G3 04 4Max - visit
report May 99 - 24.6. .
From: "Cotecna Inspection” <cotecna@index.com.jo>
Date: Fri, 25 Jun 1 17:08:12 +0200

To: *Geneva M. Ferandez™ <Lucien Fernandez@cotecna.cop

&

Pags 1

Permanent Subcommittee on Investigations SA003084

EXHIBIT #40
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REPORT ON A VISIT TO UMM QASR
May 1999

MANUAL INSPECTION PROCEDURES

Notice of arrival of a ship at Umm Qasr pont

Umm Qasr fearns about the arrival of a ship :

through a notice of arrival faxed by the Unites States Coast Guard blockade in the Persian G
notices are not systematic, and not always complete as far as the identification of the

consignments on board of the d vessel is d;

th h infe i Hected from the Harbour Master’s office, during the morning,
by our dnty officer; during the last weeks, a decrease in willingness to 101 has been
noticed; !

.through visual observation, twice per day, by our duty oﬂice(t i

through notice given by inspectors active in the port, i ing ship.

All arriving ships carry 986 cargo.
Previously, the ferry, linking Umm Qasrto Dub. isited by our team. Since it was found,
recently and almost accidentally, that : 936 compressors, the ferry is now

systematically visited.

Useful, but not compulsory are :

the mate’s receipt

the tally slips

the certificate of origin

the fumigation or sanitation certificate

any pre-loading or loding inspection report or other cargo superintendancy statement.

SA003085
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Master’s protests, if any, are not considered.

Note: It seems to have been ascertained that some 986 consignments were inspected by Cotecna prior
to, or upon, loading. The compatibility of such Joading inspections with Cotecna’s mandate in lraq
should be scrutinized.

- SA003086
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REPORT ON A VISIT TO UMM QASR
May 1999

A. MANUAL INSPECTION PROCEDURES
1. Notice of arrival of a ship at Umm Qasr port

Umm Qasr learns about the arrival of a ship:

a) through a ndtice of amival, faxed by the Unites
in the Persian Gulf; these notices are n
complete as far as the identification of
announced vessel is concemned;

or are they always
ments on board of the

daily visit, every moming, hy%
decrease in willingness to

ince it was found, recently and almost accldentally that this feny
986 compressors, the fery is now systematically visited.

Upon berthing, a team of two inspectors, assigned by the Team Leader, visit with
the master and retrieve all documents they can lay their hands on.

It happens that only one senior inspector is assigned to a ship. It should be
avoided.
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In case the ship has several O.C. consignments in her holds, all consignments
are of the responsibility of the appointed inspector(s).

Documents, required for inspection, are:

the O.C. letter,

the B/L,

the cargo manifest,
the invoice,

the packing list.

* & o v

Useful, but not compulsory, are:

the mate’s receipts,
the tally slips,

the certificate of origin,
the fumigation or sanitation cemﬁcate
any pre-loading or loadmg inspe
statement.

o o o

other cargo superintendency

Master's protests, if any, are ng

e been ascertained that some 986

ected by Cotecna prior to, or upon, loading.
of such loading inspections with Cotecna’s
Fahould be assessed,

¥S bag can result in finding, from a complete set of clear,
thmg Caution in recelving documents is requlred for it

@heca(go ‘

Whappens that the ship's bag is empty. In most, if not all, cases, it
that an lraqi governmental agent (Port clerk, Grain Board or Ministry of
as boarded the ship first and' hasttaken everything with him..

ally, all parties should board the shrp at the same time. This never works,
anywhere.

In case of some to all documents missing (70 % of the arriving ships present an
incomplete bag), the inspectors commence their search for the missing ones,
their inspection depending on what document they can retrieve, or being limited
accordingly. Inquiries on missing documents are addressed to suppliers, to Iraqi
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“authorities (the return of these documents, by the latter, being close to nil).
Previously, identical demands were lodged with consignees, with the
consideration that the latter realise that, pending his supplying documents, no
inspection would occur, nor any cargo released. it seems that inquiries h
been practised more willingly with shippers and/or consignees than through O:Ef
and the respective national Missions to the U.N. Umm Qasr have noy
_ urged to correct their proceedings, and queries with consignees have ¢

Inquiries with suppliers are legio. They entail huge tetecommun'
are met with answers of various degrees of adequacy, depenx
of shipment. Telecommunication costs, which can be cons
suppliers, rank second high after transmission costs to. Ne!
transmission costs to Geneva and to Amman added u

The screening of ship's documents, as well as the
missing ones, remains of the inspector(s
noticeable in-depth counter-checking on
documents.

of the retrieval of
nSibility. There is no
work of scrutiny of

B. DISCHARGE AND INSPECTI

1. Bulk cargo

Bulk cargo is d dilo, in direct transhipment onto trains, or in direct
transhipment on :

Direct o trains is done at night. The port submits, after departure
of weigh & tally slips. Umm Qasr team has no possibility of venfying

of the weigh reports.

silo Is solely evidenced by the silo electronic weigh scale. It is not

to switch off the scale during a certain period of time, so creating a

afkanding. Unless posting an inspector permanently in the silo engine room to -

giifiess the working of the scale, no real supervision is guaranteed. The silo

“weigh scale is said to have been calibrated, once upon a time. Again, the
accuracy of the calibration cannot be guaranteed.

The net weight of bulk, directly transhipped onto trucks, is ascertained by the port
weighbridge only. The same remark on its accuracy applies. Inspectors can only
rely on the figures shown on the weigh & tally slips, and even have no guarantee
that all trucks have actually passed the weighbridge:

SA003089
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s

There is no draft sufveyor, which is a must. Umm Qasr contest the utility of a
draft surveyor, due to the variable density of the harbour water. This objection is
overruled.

Consequently, the inspectors can only rely, when ascertaining bul
discharge, on the figures shown in: .

the weigh & tally slips,

the delivery order,

the outturn report,

the cargo manifest,

the mate’s receipt,

the visual estimate of sweepings.

*® ¢ o ¢ & @

Assessing the exact weight is, hence,

Should an inspector witness someth
discharge, which may affect ﬁna
operations.

Accurate and comprehen:
require;

finspector on each of the four silo suckers (= 3
spectors on 8 hours shift)

1 inspector for each mobile sucking station {4 stations) (= 12
3 inspectors on 8 hours shift)

same for second quay 12
I tallyman inspector for trucks departure (= 3 on 8 hours 3
shift) for quay 1

same for quay 2 : 3
1 inspector on weighbridge one (= 3 inspectors on 8 3

SA003090
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5
howrs Shift) )
same on weighbridge 2 3
total 52
2._Bagged cargo

. Whether inspectors receive documents or not, discharge o
Port Authority’s discretion.

Five to six cranes, sometimes also ship’s gear, can
transhipment onto trucks proceeds with 36 bags in &

Without a permanenf tally at each and every ¢
in the hold, no guarantee exists on the a
" discharged.

“Assessment of discharged bagged.g shence, again a compromise with

.+ the weigh & tally slips 4 jahibridge (without any guarantee that some
trucks do not bypasg i .

observation of bags reconditioned,
Bred sweepings.

s ® & o o * 4 0

shipment of bags onto trains at nith, no weigh tickets exist, only port

curate and comprehensive inspection of cargo actually discharged would
require manpower, the maximum of which can be calculated as follows:
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6 ships at the same time (already observed) @ 7 inspectors 126
tallying and sampling per ship @ 3 shifts

1 inspector at each of the scales / weigh bridges (2 at the port's
exit) @ 3 shifts )

total :

Sampling

Sampling is done in a more or less contradictory wa)
or with the Grain Board.

As a matter of fact, Umm Qasr inspectors
those taken by the lraqi authorities, by retrié
laboratories in the port.

e their samples from
bm the shelf of the lraqi

Damaged cargo

Mildewed, dark staine
Regularly, the Port ¢
tally these bags. A

oyed, or wet bags remain on board.
refusing lumpy sugar bags. Our inspectors
duced manpower does not allow an accurate tally

selgide in the shed and reconditioned by port labour. The
gs weighed by port personnel only. The inaccuracy of the
port labour in shed was illustrated by an exercise conducted by -

d710,30 kg on the electronic scale. None of the scales have been
ed since a long time.

Bresently, the accuracy of the weight after reconditioning is hardly ascertained or
even verified by the inspectors, due fo the absence of manpower. Permanent
"monitoring of reconditioning would require two additional inspectors per ship @
three shifts, or 6 x 2 x 3 = 36 additional manpower.
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Note: the port procedures in Umm Qasr, as well as the inspection
procedures under our mandate, completely discard international
maritime law, by waving the consignee’s claims against the vessel,
and by reducing maritime fortune and average caused at sea tQi,
matter between supplier and consignee, ultimately so prejudit

the supplier. I

3. LTUcargo

Ships inspected by the Unites States Coast Guard anive
unsealed. :

In the absence of documents allowing the identif
containers, the inspectors try to identify the ¢gi
others by checking the labels, marks and n
of the container. While waiting for identifyip
prior to inspection. Packing list and
initiated without these documen

ch as possible, among
goods in the front row

gcessary, for no inspection is
exception of gee, for which

Upon receipt of document! i
against the cargo manifgst. of the containers are sélected at random
€ on of its contents. Opening and inspection

jstoms present. Consignees can attend, but their

small crates or packs, a visual check inside the
s possible. But, even then, an exhaustive verification of
# is impossible, without unstuffing. Unstuffing can be done with
ith manual labour. Such unstuffing has to be paid for. The port
, the Customs refuse to pay, and we do not pay.

and heavy crates stacked in the front row of an LTU prevent ‘all inspection.
‘consignee is present, the easiest procedure is to make him sign for receipt.

is not, the inspector has no choice but to accept the information mentioned
in the packing list.

Inspection is, hence, perfunctory, at random, and without any real guarantee on
accuracy. Serious inspection would require 4 forklifts, ditto drivers, and 4 teams
of 2 inspectors, on 8 hours shift, i.e. 24 inspeclors.
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Final inspection figures are, again, a compromise between the figures shown by
the packing list, by the cargo manifest, by some visual observation and by the
results of the weighbridge.

In one particular case, a trucker called the inspectors, arguing that there was
loss of 50 kg. on his container load of 22 T of black tea in 48 kg,_ba
Discussion did not help and the inspector refused to recognise thi

did. With 56 degrees Celsius in the shadow, the container wa
453 bags were accounted for, without any tear or loss.
tallying took three hours, and it is humanly impossible to
After the inspector’ departure, the trucker could restu
the sun drying up his tea.

Afer inspection, the LTU wait for being pickediipahiBihe Consignee, unsealed,
but safely stowed, door against wall,

4. Medicine

Medicine armives in LTU. |
complete. = g

pection procedures apply, on top of which Umm Qasr notifies
Rotterdam, the Baghdad phone almost permanently not being

6. _Chlorine gas

Chlorine gas amives in LTU. Due to the absence of adequate handiing equipment
and of protective gear against this dangerous cargo, individual identification of
the cylinders, and inspection of their gross/net weight is not possible. Inspection
is therefore restricted to the verification of the cylinder numbers on the packing
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list, and on the checking of the gross/tara weight according to port weighbridge
results.

Authentication is done according to documents only.

Three consignments have been registered since February.
C. INSPECTION FILE

The inspectors compile their inspection file per OC. They Fmasters of
their file until the completion of their inspection. -

The file o_ontains the doouments received from_th computer printout
received from the port, acknowledging the

relevant — or irrelevant — notes.

. The weigh & tally sfips from the port’ are entered into an Excell

spreadsheet on daily figures. The final® of the spreadsheet are, hence,
nothing more than the sum of i Q¥ issued by the port. These figures
are only one of the data on ifispectors will have fo rely fo conclude on
the tonnage that can be a

ccuracy of an inspectors file, nor on the

There is no cross :
ess of the entering of all data into the Excell.

“accuracy and comy

mpletion of his inspection, the inspector issues a final written report, and
sts the final figures that can be authenticated. Some reports, as well as
e notes for the record, are hardly legible. Command of the English language,
specially of the written language, is generally poor to absolutely insufficient.

The Team Leader and his deputy monitor the progress of inspection reports.
That means that questions are asked when the name of a ship remains too long
on the white board, pending inspection by the inspector(s) assigned to her. The
answers given by the inspectors are accepted at face value. There is no real
inspection on the inspectors.,
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The Team Leader receives and checks the reports and the files submitted to him
by his inspectors, counter-verifying them with the Lotus database. The Team
Leader alone decides on the final figures that will be authenticated. In cas
dissenting opinion, the matter is discussed with the inspector(s). The Tel
Leader's decision prevails.

The Team Leader issues a summary report and an authentication
" if the Lotus database contains the line items. Both documents ar

with a covering letter, to New York.

There is no crosscheck of the Team Leader's work.

Some constgnments amrive in partial shxpments,

10 the amivals and sailings of the week, as well as the issued

keepmg track of the O.C.s in progress, this Excell has, however,
oned.

ofl? are exiracted from the combination of these various tools. -

The transfer of data from one tool to another is done manually. Such manual
transfers, as well as the multiplication of tools, create necessarily human errors;
the more there is, again, no counter-check. Excell can safeguard a correct sum,
not a manual transfer to another Excell. The various Excells are not linked, and
the crew does not master the export-import techniques.
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1

Lotus Notes is a comprehensive, integrated project management system,
allowing all the aforesaid listings, calculations, monitoring schedules, reporting,
as well as any combination thereof, while safeguarding accurate transfer of data
from one sub-application to another.

it is recommended that Lotus Notes, now used for a tiny percentag
capacity only, be programmed and used.

E. OFFICE EQUIPMENT AND OFFICE MANAGEMENT

Office space is insufficient. Installation works for addity 2 under way,

and have been completed since the end of the visit.

Office furniture is insufficient. Equipment is g
is close to the end of its life. The printerd
recommended for a large amount of copj

r the photocopier, that
7a copier, which is not

ed files has not been assessed.
ffor a layman. However, some questions

the moden from the main workstation to

arise, such as on the utility
8 s Umm Qasr has three modems.

the portable for using

The Delt laptop
was discovere rture of the IT specialists.

oper to Umm Qasr.

ELECOMMUNICATION EQUIPMEN;T

Motorola VHF, one base and 6 handsets, was installed in my presence, tested,
and found working. Three channels are in use:

channel 1: frequency 160.550
channel 2: frequencies 157.200 to 152.200
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channel 3: frequencies 159.070 to 153.700

All channels are monitored by UNIKOM and by the U.S. Navy.

Direct telephone and fax communications are possible with the U.S. Navy. Th
communications are scrambled by U.S. aircraft.

Umm Qasr presently use 4 satellite lines:

B-sat: 00 873 382 08.40.10 (24 hours manning guaran
M-sat 1: 00 873 762 06.82.19
M-sat 2: 00 873 762 06.82.31

fax: 00 873 382 08.40.14.

Lines are _working well. Fax communicatio
exceeding two pages are difficult, especial
Qasr. . ;

n for messages
on Amman - Umm

G. SECURITY

i T il. The camp is situated inside the port,
and entrance to the po olled. Risks for robbery or assauit do not ~

Incase of an | gion against the team, the crew is Jost, because itis
trapped. RescueN JSoIM troops must be considered as non existing. Rescue
by U.S. ically possible, and can be asked for, but would come
too lateg )

dllied attack would be notified four hours in advance, time enough to
e the camp and fo move towards UNIKOM. Missile attacks do not take
the area, so the risk of a missile going astray is virtually non existent.

rah remains a risky area, and muét bé avoided, especially at ﬁight.

The camp has a night guard, en elderly gentleman who tends the garden at
night. . -
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H. MEDICAL ISSUES

The German Medical Corps at UNIKOM can render alf medical assistance, opj
24-hour basis, at a distance not exceeding 5 minutes drive. The medical facilit

required from a strictly medical point of view, evacuated to K
Medical Corps themselves, the authority from the Force
pre-requisite.

L.__FIRE FIGHTING EQUIPMENT

Existing fire fighting equipment in the
and not reliable any more. A compré};
been set up, prices obtained, and
are under way.

skilicient, badly placed, obsolete
fir? fighting equipment plan has
discounts and on maintenance

ption plans were outdated. New schemes have been drafted, but
factory, as beihg foo theoretical. Two scenarios must be
an immediate retreat, in less than 10 minutes, and a quicktrain
Bwing two hours for the total dismantling and evacuation of all
hent, cabins and fumiture excepted. The existing plans ask for 24 hours for
ise that should take not more than two hours. The matter will be pursued
the armival of our own transport. and upon completion. of the new
stallations, and exercises conducted.

K. HUMAN RESOURCES

Even an increase of staff up to 18 inspectors will keep Umm Qasr far below the
absolute minimum requirements for a, if not comprehensive, at least relevant
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_ inspection of the incoming cargo. An optimal number of staff, in a port working at
- full throttle in its present constellation, would require 244 inspectors.

Adequate handling material is also a prerequisite for serious inspecti
Presently, there is nothing, not even a calibrated scale.

checking containers, at 55 degrees in the shadow lnspectors
presence, and, for three hours spent in the baking sun, need
before resuming their outdoors shift. An eight hours shift
should be understood as a maximum of eight hours pe d
of two to three hours.

"f two

éed in slots
The present crew has undoubtedly its qualitie
good. It must be said that they have suffered
of a totalitarian character. Harsh words ofy
common than a normal conversation. i
were not exploited, even not looked 4

rejected the idea of continuing )
management retum.

previous management
repnmand were more

present m Umm Qasr firmly
mm Qasr should the previous

As a consequence, the pres:
full to resfore a nol :
conditions. He defi
had to open andé

Vial atmosphere, required in such working
On top of his resources management he
ffice that had, under the previous management,
o all staff, a task that was made even more difficult

3l at hould be addressed.

have, no doubt, been committed, due to a variety of factors, of which the
ove mentioned are only a few. Other factors are: the absence of proper
documentation, the difficulty of obtaining missing documents, the passive
obstruction shown by lraqgi authorities, the multiplication of software tools, the
difficulties of telecommunications, the absence of precise working instructions

and of information on procedures. Dunng the period of the visit, no major errors
were found.
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Mr. Benon, as a-former Marine Infantry Captain, has no doubt the leader's
capacities to manage a crew and a camp. Some additional detailed training in
procedures, as well as assistance in seiting up adequate software tools, would
be of help. His English is hardly sufficient.

Mr. Dumitiu Sonea should never have been a deputy, not even an acli
He is immature and unsure. He will execute orders when fold, as a fg]
- Block Lieutenant Commander can do. But when he takes an initia

not all, due to him. Mr. Sonea, knowing that he could be bl3
visibly expected to be terminated at the end of the visit. Mr
more administrative, and he performs only a limite
himself, which should change His spoken English is
to local standards. -

Mr. Erchen Geafar is underestimated He i
systematic, reliable and, on top, fnendly His
suited for the job, as he knows inspectiof
Mr. Geafar lacks any leadership qualitiés

: spector, meticulous,
erience makes him well

He still, too often, refers on h
is as convivial as a graveyarg

? He is lost when confronted with other cargo. A silent, efficient,
roblem worker. He hardly speaks any English.

Ame Helland is a Norweglan customs officer, and this says it all. He is,
st probable a trade union representative in his country. A good inspector,
ooking for the lost or hidden bag, and happy whenever he finds something
wrong. He is as friendly as can be a customs officer who suspects you of having
narcotics in your pocket. He can be nasty.

- Mr. Slawomir Biernacki is not precisely the hard stri\}ing or driving force of the

team. He takes it easy. He is convinced that he knows it all, but he does not. He
produces decent work. If he spoke Polish, maybe people would understand him.
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Mr. Raoul Tramontana can be very good if he wants to. He benefits of a fong
experience, and produces good work. From time to time, he needs to be pushed,
and taken away from the television by force. A friendly fellow, with some averagl
to decent English. He is, probably, the man who knows Umm Qasr best.

The other staff members were not present.
‘L. CAMP MANAGEMENT

Compared o other camps Umm Qasr is well kept giined and well
groomed. In absolute value, it could do better o
Several issues of dirty spots were cleared wi
must be said, immediately taken care of. S
. electric wiring, the emergency stop switch &
* inside the kitchen, were taken up. Sol 5
end of the visit.

Unacceptable working condiiopsh

- the heat, called for immed
_ conditioner in the laundry
-the kitchen, exposed

rity issues, like bare
or missing, gas bottles

e with 50 degrees, and it must be feared that air
at 65 degrees. :
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PRUNIAUX Andre
grom: o itiay, March 30, 2000 3:26 AM 7 W
ent: urgday, Marcl A :
To: ANTRE M {O&m -
Subject: Aufifdptications of missing cargos

From: kulyk@un.org

Date: Wed, 29 Mar 2000 19:50:15 -0500

To:  <Milan_ RADENOVIC@Cotecna.com>, <Andre_PRUNIAUX@Cotecna.com>,
<azourun.org>, <coinst@un.org>, <coins@uR.org>, <coinsz@un.org>,
<coinsu@un.org>, <cotecha@go.com jo>

Further to the information as provided below, | would like to
ensure that all are aware that, in principle, we would
discourage any and ait authentications after the fact. (That
we do not authenticate after the fact, should be the stock
answer to inquiring suppliers & other interested parties.) The
exceptions however are outlined below. 1 would stress that all

of the information ¢ icated in this set of guidelines is to
be kept "in house” and not to be shared with the suppliers,
hij of other i d parties, including GOl mini

pp paities,

and receivers. We want to ensure that we maintain control of
wha;goods we do authenticate and that we do so only under
sound circumstances within the established guidefines.

Cheers, Veme
e FOTWaATded by Verne Kulyl/OIP on
29/03/2000 07:35 PM ~—rrrmemermene

Verne Kulyk
26/03/2000 05:26 PM

To: Milan_RADENOVIC@Cotecna.com af
T CoinstUNDPA@UNDPA
A Coins/lUNDPA@UNDPA
Z Coins/UNDPA@UNDPA
U Coins/UNDPA@UNDPA

Cotecna Inspection Jordan .Som.jo> AT
Uk @G Efmet@ccmal
re et
e Farid Zarif

Felicity Johnston
Jun Guba

Milton Esliker,
Jennifer Cagd

readdress these issues with you for some

e events that have recently transpired with
ing cargos, removal from port areas without
wiledge, potential allegations of inappropriate
made against UN personnel etc, | believe that itis
vald to remind ives that, authientications after the fact,
are generally not acceptable and should not be done with the
following exceptions. These exceptions should however still_
involve consultations with the-Cotecna Field M and OIp
{via myself). :

We should authenticate missing cargo when it has been
established that the missing cargo has passed the borders,

1
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(this can be verified by consultation with Iraqi Customs),
that you have the appropriate documentation on site, and
that the missing authentication is aresult of a

mathematical error on the part of the sites (Given the
amount of work that our inspectors go through and the
pressure of the situations, these occurances are expected
and we should not be concerned about admitting such errors
and and should take whatever available steps there are to
Bc;gect them). This should be done in consultation with

We may also consider authenticating missing cargos that have
not been reported to us by shippers, when it has been
established that the goods were verified as having armved

in raq by lraqi Customs. While clearly not according to

the established procedures, shippers who do not report
should be advised that these actions affect the supplier's
ability to receive payment. As such, when it can be
established that there is no collusion between the shipper
and the supplier, suppliers may be given the benefit of the
doubt, Any consideration to authenticate these goods should
be supported by the appropriate documentation and physical

eox'apminaﬁon of the goods inland and in consultation with

We may also, in the case of Ol Spares contracts, consider
authentications of non reported cargo when it can be
eslablished and confirmed that the goods were witnessed by
Saybolt monitors as having arrived at the designated storage
sites. These s should be readily identifiable and
examined by Saybolt monitors. This action should, once
again, only be undertaken once the proper documentatio
received, (items #1 to #6 below) and after consultation with
OiP. A
Usually, we leam of missing authentication from the ¢
supplier when they become concerned that pa 1;{;
been made. We may also, on a case by casgbds
authenticaling such cargos that were not regored
the authentication sites, when it can be e
of the following:

(authentication will be with

documentation is supplied

delivery; ¥

the receiver has a &bt of the goods;

the goods are cleg d described as
according to th elevent documentation;
that the g« d available for

examinatiop

thatthe g fact examined by the UN independent
inspection 3

tation with OIP.

nately not authenticate the amival of

3 ds that are bulk shipments, not clearly

able from other simitar goods as those that were
ind not available for examination (as in the case
Basket items that may have already been consumed).
claims should be reported to OIP.

ok
Sucl
Finally, as in the case recently detected at Zakho, we

should not authenticate the amival of goods where altered -

or falsified documentation has been detected. Such
documentation should immediately be retained and in no
circumatances be returned to the shipper. You may also wish
to report such discoveries to the appropriate Customs
authorities for their own action. Such occurances must,

2
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immediately be reported to OIP accompanied by a
comprehensive report with all copies of the relevant
documentation for followup and final decision on the merits
of authentication.

The port of Um Qasr and the geographical displacement of the
fraqi Customs in relation to Zakho are special situations,

in that, at Um Qasr, the receiver, through the Ministry of
Trade has ready access {o the goods, while for Zakho, goods
are convoyed 1o to the lraqi Customs headquarters in the
North at Nineveh . Recently, at Um Qasr, we have
encountered some difficulties regarding the removal of goods
prior to inspection by the UN independent inspection agents.
At Zakho, we have experienced the withholding of CMRs (due
to quality disputes) stamped by !raqg Customs, from the
Zakho site. } would encourage all Team Leaders to interact
with the appropriate authorities (iraqi Customs and
port/facility managers) to explain the position with respect

to authentications and solicit their cooperation.

Please bear in mind, that when goods go unreported by the
shipper to the UN independent inspection agents at the
borders of iraq, whether or not with the full knowledge of
the supplier, it is the supplier who is generally
disadvantaged. Consider, however, that, even if the
receiver of the goods acknowledges receipt, such requests
for authentication are subject to verification. ifitis
not possible to authenticate the goods according to the
aforementioned criteria, then it is the supplier's/shipper’s

- insurance that should bear the losses, not the excrow
account of the lraq Programme. Please also consider that
there are a number of factors that may contribute to cargo
going missing or even being non-existent. As you all are
aware, all international / transborder shipments worldwide
are vulnerable to abuses such as theft, pilferage, e
collusion, fraudulent documentation or by any numbgg@
others reasons. Shipments o lraq are no exception.”
Shipments should not and will not be authenti

supgiers be made eligible for payment, merehiGiH

of claims from the suppliers or the purchag‘éfq_ e

A briefing regar fer issues relating to the
implementatio) Y | be presented to all
Famcipalin issions in New York on March 27th.
n addition mentioned information, | will take

ourage suppliers to use the suggested
e discussed. I will be emphasizing

e"jriportance of joint cooperation in

s requiring authentications be

3 UN inspection a%ents at the border in order
& sy r to be made eligible to be paid. Further, 1

Will egplidsize that goods that are not reported, will not be
fhiEnticated without the UN independent inspection agents

ation that the goods arrived.

We can all appreciate that we want to ensure that the
necessary humanitarian supplies arive in lraq and are
available for their intended use. Procedures have been
established by the Committee and the Office of the Iraq
Programme has gone to considerable length to advise all
participants of these requirements. The actions of ail
persons involved in the authentications process must be free

3
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from any influence on the part of suppliers and receivers

and be beyond reproach. Our adherence to these procedures
is necessary in ensuring the continued integrity of the
programme and the continued confidence that the Committee
places in the discharge of our duties.

1 would like to thank you all for your excellent efforts to

date and would be pleased fo discuss the implementation of any
other additional guidelines that may be undertaken in order to
assist you in your functions.

Note: This information will follow by fax from Mr. Farid
Zarif, Chief, Contracts Processing OIP

SA01011¢
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: / N
Pruniaux André / <Z/€\0 { / 2008 dl&rﬁ M

From: Verne Kuryﬁlé@pn.org]

Sent: Monday, November 06, 2000 6:24 PM

To: Pruniaux André (Exchange) <andre pruniaux; Cotecna Inspection Jordan <colecna
Ce: U Coins; Farid Zarif; Felicity Johnston; Dejan Radofevic

Subject: Re: Continued - Umm Qasr inspection procedures

Andre/ Milan/ Goran: Our understanding is that authentications do not take
place until after the goods have left the port. Goods that have not left
the port area are not considered to have arrived in fraq. We have
dxscussed the i Issue here and are of the opinion that we should not

ticate containers/: ts of goods that may remain in the port
area. |understand that lhey will affix an URN seal to those containers
that they examine/inspect. My concern is that if they then authenticate
these goods without knowing that they have left the port area, there is
then the possibility that the goods may be rejected without their
knowledge. This will leave us open to criticism from the receivers. As
well, authenlicating goods that are still within the port area, while being.
facilitative o the suppliers in terms of payment, may result in the goods

" 3ing diverted and never reaching the supplier. Your

uuthentication pracedures also make the authentication process vulnerable,
to such potential alfegations of fraudulent actions.

While | agree that it is unfair for a supplier to wait weeks for an
authentication for goods that have arrived, but not accepted by thd
receiver, it is not our role to solve the port authorities problems

office has been quite vocal and has consistently encoura
additional equipment and the need 1o upgrade the port facil
Suppliers will have to argue this point with the receivers
stewards of the facility and in charge of the dischar
procedures. While we can recognize the proble
nor have we created them. W is inappropriate
drawn into this issue and for us to take any k

their dilemmas. We will, of course assist gs forts to
ameliorate the situations however responsibility for
this. Colecna's role, {perhaps unforly ¢ to the circumstances), is
to work within the current cons gibest use of a bad
situation, S
~*the port authorities rel i J the port area, the goods
. =iould be authenttcat e receiver is in agreement or not
(In the obvious ca ery or damaged goods, where noted, an
appropriate co be made on the shipment inspection form. Short

authenticated. ). The issue of
al specifications then becomes an item for
ier and the purchaser. With respect to the
imply meant that containers that your staff
i this file would stilt be in the port and will not
gates.  As discussed with Craig, authentication should
verification that the goods have entered Iraq (cleared the
i is of course dependent on the co-operation shown to your
staff by the Iraqi Port Authorities, Bottom line is that :f goods leave
“the port without being reported, that is bad for the supplier and the
authentication will not take place. This is the responsibility of the Port
AuthorityMOT/SOMO and we should not take this on as our responsibility.
If the situation of goods leaving the port without report to Cotecna
continues, there will be a long list of suppliers who will be very vocal.
Their complaints should then be directed to the Port
facilities/authorities. | would not fike to see these complaints directed
at Cotecna for something that was done from a facilitative point of view.
Hope this clarifies our position.
Regards,
Verne

1
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“Cotecna Inspection Jordan <cotecna@go.com.jo> on 24/10/2000 11:16:23 AM

To: "Verne Kulyk™ <kulyk@un.org>
cc: "Felicity Johnston™ <johnston@un.org>

Subject: Continued - Umm Qasr inspection procedures

Dear Veme,

Following your recent conversation with Craig, here are my concerns:

To avoid possible confusion for Umm Qasr Team ! would appreciate if we
can define something for their pretly clear procedure and action:

Moment of the authentication : Will Team authenticate after inspection has
been done (with or without receiver) ?,0r as | understood from your
conversation with Craig:

Team should keep files pending untit cargo(containers) will leave the port

?

Here are points in favor of undertaking immediate inspection of the
containers:

1. MOT as a main receiver for the key commodities is pretty expedlent and
hey appear almost always within one week, and if the cargo ls tobe

“commodities inspection and take-over, partially because of the nature of

the cargo. .

2. SOMO is known as very slow in attending inspection, sometimes gg
for more than a month time. Ol spares consignments are checkegd
warehouses together with Sayboit, and ultimate LOD has been p
all discrepancies in detail. Itis noticed recently that SOMO
representative does not sign for the compliance of goods t
spegcifications during inspection (as it was befote). but ]ust sig
presence during the Inspection. However, real ¥

transportation availability, (On the other hand, ¢
laterpys?ybolt, and in the moment of the insg

identification of the goods against shipping base and
experience of the inspector with rando d items - itis
clear that full compliance of cargo is not realistic
in the moment of container inspecli discrepancies are very

notorious.)

MOE is second-known ; W for the inspection. Some of
Sntainers were strand two months, with no prospect of
“~Soon clearance. Reg " GEEP, WATSAN GAMCO are nextin

the sequence.
Assuming ate velated to the foodstuffs, which are
inspected, ainer is on the container yard, it seems very
optimist onof containers (containing spare parts,
mach| e stuff) as soon as they are available - with or

withog esence (in any case not conditioned to the receiver's

langes were suggested from our side, authentication was
consequent to the nearest date of inspection and mostly because of
non-presence of the receiver-and slow container handiing with the only one
fork-lift -authentication was obviously delayed ( | am not excluding

reasons inherent to human factor from our side).

Now, making authentication process dependent to the physical removal of the
container(s) from the port will bring unpredictable delays in

authentication -as there are no guaranties that inspected contamer(s) will
be carried away right after the inspection. Container port is lacking

equipment and in the same time, there is no reliable source of con(amer
statistics in the port.

Some of containers have been "lost" L.e. without record when and where
they have been carried away.

SA01011
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Markovic Tania
n Pruniaux André
Sent: jeudi, 18. janvier 2001 15:00
To: {Amman} Radenovic Milan
Ce: Saliba Joe
Subject: Craig Airey's fax on containers leaving the port without inspection
Milan,

You should send directly copy of Craig's letter + memo to UN-OIP-NY (Attn : Felicty, Dejon - Copy : AEP) with your comments.
Thanks. N

André E, Pruniaux

Permanent Subconimittee on Investigations SA013853
EXHIBIT #43
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\coIns)

COTECNA INSPECTION SA Umm Qasr UN SCR-986 PROGRAMME
Fax

Date:. 18 January 2001

To: Cotecna Amman

Att: Milan Radenovic

Copy: COINS Geneva - Anidre Pagniaux .

From: Craig Airey )
Subject: Containers leaving the pbrt without mspocnon
Our Ref: VQF/01/22

Pages: 1+1

Dear Milan

Plessc find attached a copy of a letter to the Port

“There has been a large increase in containers Jea
foresee problems in February when suppliers st
not been paid. As most of the goods are oil

In my opinion SOMO are being instructed B
as they are fully aware of the requugx@ts

. :
The best situation for us woul%%xf OIB‘ reed to et ns authenticate mmed:amly after
200ds have been inspected Lé‘%gn 'ig containers to leave the port.

SA013854
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Markovic Tania

From:  Pruniaux André

Sent:  lundi, 2. awil 2001 10:20

To: UN.ORG--{Amman) Radenovic Milan

Ce: Saliba Joe

Subject: URGENT - RE: Info: Greenlight to reduce backlog in Umm Qasr

Mikan,

Have you received written approval from UN-OIP New York? Please send copy to Geneva?
Also, have you issued a written instruction to Umm Qasr? Please do, copy to my attention.
Wha is the TL (and DTL) in Umm Qasr?

“Thanks.

André E. Pruniaux

-----Original Message-----
From: Cotecna Inspection Jordan [mailto:cotecna@go.com.jo}
Sent: samedi, 31. mars 2001 12:51 )
To: Geneva M. Pruniaux

Cc: Joseph Saliba

Subject: Info: Greenlight to reduce backlog in Umm Q:

Andre,

For your info : we have been given consent from Fel to authenticate all cargo which
have been inspected, but waiting to leave the erim measure to reduce backlog in
Umm Qasr. #

Visitor from OIP will see the situation on the grG d if necessary review this decision.

I hope that in next two weeks this measufB¥acco
feduce pending comms in Umm Qasiid™ o
‘Regards, ] é&*‘
Milan 3&@%

%3
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Pruniaux André /

From: Cotecna Ingflection Jordan feotecna @go.com.jo}

Sent: Monday, Jaly ©2, 2002 12:39 PM

To: Pruniaux

Ce: Saliba Joe

Subject: Fw: Visit of UNOHCI Deputy Humanitarian Coordinator

Andre, %
Related to your recent points from OIP. . A

This was quick report after Mr. Eliverson's visit. Dmiti was not diplomatic
enough,indeed{conversation look just 10 minutes) but on the other side Chris
was raising questionsmailny related to smuggling of cargo.

e Original Message -
From: "Z Coins" <coinsz @un.org>
To: "cotecna’ <cotecna@go.com.jo>
Cc: "joe.saliba® <joe.saliba@coteécna.ch>
. Sent: Saturday, June 01, 2002 11:23 AM
ubject: Visit of UNOHC! Deputy Humanitarian Coordinator

> Dear Milan,

> -
> Mr. J, Christer Elfverson, Deputy Humanitarian Coordinator pa
’>wt$ileon1s(owune

>Nogeneralissueswererazsedbyhinfordlsctmion Thé
>were as 3

> exclusively for 986 goods and it is not possi
> the number of smuggled goods and it ig
involved g

> In such malters.

hlandwehaveno’cww!edged
Sotmo problemns with the deliveries.

1
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Pruniaux André

From: colecnal fcotecnal @go.com.jo]
Sent:  Monday, July 08, 2002 9:13 AM

To: Undisclosed-Recipient:; r\ é
Subject: Fw: Wafa Twal. e-mail address .

- Original Message - -
From: gotecnal S
To: Joseph Safiba -
Sent: Monday, July 08, 2002 9:11 AM
Subject: Wafa Twal. e-mailaddress

SA005428
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COTZCNA @

COTECNA inspection S.A
ZAKHO - IRAG UNSCR 986

COTECNA inspection S.A.

PO Box 1 pect Tel: +4122 849 76870

SILOPI - TURKEY Fax: +4122 849 7871
Email: coinsz@un.org

24 September 2003

Yo Whom it May Concem:

Re:  ARTHUR WILLIAM VENTHAM - COTECNA EMPLOYEE ~ IRAQ

COTECNA nspection S.A. is the Independent Inspection Agency appointed by the United Nations Security
Council to inspect and authenticate shipments into lraq under the auspices of the United Nations Security
Council Resolution 886 — Oil for Food Project.

Arthur Ventham has been employed with Cotecna since December 2002 and will leave the Mission with effect

21* Novamber 2003. | have had the privilege of working with Arthur, inttially at Arar when | was Deputy Team
Leadar and later at Zakho when | took over the responsibilities of Team Leader and was instrumental in having
hinyappointed as Assistant Deputy Team Leader.

During his appointment with Cotecna, Arthur has proven to be & very consciences and dedicated team member
who has assisted me great!y dudng the unesﬂam times expenenced during our retum to iraq, particularly with
meadmxmwanon rity ity required to-ensure that the site operated at maximum
o

When asked to write a reference for him { did not realise how difficult it would be, given the support and
assistance he has provided over the past 10 months, however, | would like fo say that:

. Arthur is a very dedicated and hard working individual who gives of himself more than 100% effort at ali
times, regardiess of the sttuation or- amount of stress, anxiety or confusion that may arise.

. He'is a natural leader, who is able to implement the aims and objectives of the organisation with littie or
na recourse from his Managers or staff.

. His admini d ional skills are of a very high calibre as are his financial and auditing
skills

. He is able to communicate effectively with people from a variety of cuttures and backgrounds and is
mindful of the various different ethnic cultures and nuances associated with different nationalities and is
able 1o build rapport with international staff at ail times.

. Arthur is an hongst and dedicated member of our team and is always prepared to go the extra mile when
needed to ensure that timeframes and deadlines need fo be met.

ltsstregfetﬁaaHseehm!eawememssm as he will be sadly missed, notoniybymebuthusfelbwteam
t have no about ing him to any employer, at an i

level. ifany further information is required, please contact me at—x at our company

website coinsz@un.org | will be happy to oblige.

| maumasumn = Redacted by the Permanent
Subcommittee on Investigations

COTECNA Inspection S.A,
ZAKHO - IRAQ 24 SEP 2013

UNSCR 986 PROJECT
ARG

Permanent Subcommittee on Investigations
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Page 1 of 1
Pruniaux André

From: Pruniaux
Sent:  Monday/September 29, 2003 4:07 PM
To: Saliba Joe
Subject: FW: RESIGNATION
Joe,

Please tell him to leave (as soon as possible!).

Thanks.

André E, Pruniaux smwmen = Redacted by the Permanent

Subcommittee on Investigations

-----QOriginal Message-----

From: Arthur Ventham [mailto

Sent: Monday, September 29, 2003 3:28 PM
To: andre.pruniaux@cotecna.ch

Subject: RESIGNATION

Mr Pruniaux,
For your action.
Regards,

Arthur Ventham

Chat via SMS. Simply send 'CHAT to

Permanent Subcommittee on Investigations I
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B30
- b ] _J g
COTECNA Inspection S.A .
AQABA - JORDAN UNSCR 986

MINUTE

T0 ¢ André Pruniaux

FROM  : Arthur Ventham

cc :- Joe Saliba DATE
Mitan Radenovic

RE : RESIGNATION ~ COTECNA INSPECTION S.A.

Mr Pruniaux,

1 refer to your email that | received today in relation to my c
had received by being moved from ADTL Zakho / iskender
email, as brief as it was, gave no reason for the decision A
expect from a Vice President of an intemational orgasi
Cotecna as being a very small minded organisation
outcomes in the intemnational arena.

Given the above scenario, | cannot give Ci
Mission and hereby officially tender my r
lnter alia the following:

;’: B
. The management practice; ng in the dark ages and-do not comply with "Best Practice”,
nagement programmes taught and espoused by many of the
leading organisations jgstitutions in the world today. Maybe 1 have been privileged to work for

held very senior
employed by

anisations to know what works and what doesn't, and the practices

fant qualified and experienced personnel in the Mission preferring instead to employ
“from Third World and Eastem European countries who have little knowledge or
0 of what is required of them in a complex and sophisticated area such as the *Oil for Food®
is on the fact that | have conducted numerous audits on Inspecnon Reports and found
e again, these people have recorded the incorrect information in the reports, thereby
payment to the suppliers. A simple example is where an Inspection Report shows six items,
prising a number of sub items and the Inspector completing the report cannot identify the actual
of components being imported. In one -audit that | did it was identified that an OC had been
npleted nearly 6 months ago and yet was still "open” because consecutive Inspectors had no idea on
0w to calculate the number of items included in the Packing List supplied. In every case that t was
involved with could be traced back to the same persons, yet they are still employed after 2 - 3 years.

» During my time with Cotecna | worked long and hard, volunteering to undertake numerous extra
responsibilities and duties, often working 8 — 10 hours per day whilst in Zakho and for what? | found out
that when | was appointed fo the position of ADTL and given a pay rise of $300 per month that | was stilt
only eaming the same rate of pay as other Inspectors from Sweden and Denmark, despite having the
responsibility of a remote site, the safety and welfare of up t010 Inspectors and the day to day operations
of a fairly dangerous and insecure site.

SA012191
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Resignation 2

. The true test of a leading company is the kind of Manager that it turns out, either by its recruitment
practices or in-house training; the same can be said for its staff. Cotecna does not have “Experts in
Mission”, instead they recruit basically anyone that they feel they can put into a country (like lrag) and
expect them, mainly through inappropriate or at the least very poor training, to support the company
achieve its “bottom line”. There are clear examples of where Cotecna have got it wrong, not once, twice
or even three times but time and time again. They re-employ people who have shown their true character
by undertaking nefarious activities that have brought the organisation into disrepute, not only do they re-
employ them they put them in senior positions within the company. Cotecna then play Inspectors of
against Inspectors by saying that we should not discuss our contracts amongst ourselves as we each
have individual contracts with the company. The truth behind this is so that Inspectors will not find out
that they are being paid less than another person who does less than they do, a clear case i
my own salary compared to the Swedes and Danish contingent who were receiving exactly thg
of pay as myself but were only contributing about ¥ of what | was doing and who often cami
advice on how to do their jobl There is an old saying: “If you pay peanuts you gel.nionkt
is certainly the case with Cotecna. y

Sthe highest
" priority for any organisation, unfortunately this is not the case with Cotecna JfiSteaitwe afeleft to find out
daring it direct from
mpted to enter Iraq
ement regarding this
¥same day. It would not

management. A clear example of this is the incident involving our colle}
from Kuwait. It was a number of days before we heard anything |
incident, instead we heard about it from our colleagues themsely o
have been a monumental task for management to put out an *}
points, stating that everyone was safe and that alt members wi
were back in Kuwait. | think it was about 4 or 5 days, i1
seen by Iskenderun / Zakho staff from yourself or the
indeed.

any formal announcement was
liba etc. A very poor state of affairs

- Finally, professionalism. |have been accuse
too professional in my work ethics and that |
entire 25 years as a Manager or CEQ ¢
opportunities within' those compa
Govemnment position 1 held, durin
geographical area always requ

‘member resign for job dissatisfaction or lack of

organisations that | had responsibility for. In the last
: onths of my tenure, everyone that was posted to my
anted fo work on my team. Not because | was a slack

and professional approa +
last leave, when | visite that | was employed in, that 5 of the 6 Managers currently responsible
jational Airport came from my old team and each one thanked me for
ed, developed and encouraged each of them to change their outlock

their dealings with staff and other major stakehoiders. Unfortunately,

ed to give 14 days notice of my intent to leave the Mission and | hereby do so. | am
Pin Australia no later than the 15" of October for personal reasons regarding future
gities and ask that | be released as soon as is practical .

Arthur Ventham

Page 2 912912003
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| CONTRACT ‘
- FOR THE SUPPLY OF =

DIESEL DREDGERS
BETWEEN

THE MINISTRY OF IRRIGATION
: BAGHDAD , IRAQ

&
SHANGHAI MACHINERY -

IMP & EXP (GROUP ) CORP..LTD
‘ CHINA -

wh- %8
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CONTRACT FOR THE SUPPLY OF DIESEL DREDGERS
ANNEX AGRI-7 , CODE NO., 05-07-00003
SECTOR AGRICULTURE SUB-SECTOR : IRRIGATION,

APPENDIX-7
CONTRACT NO t IRR (MOU /IV) 122798
DATE :12/31/1998

FIRST PARTY (BUYER ) : MINISTRY OF IRRIGATION,
PLANNING AND FOLLOW U¥ OFFICE
PALASTINE ST ., BAGHDAD — IRAQ.

SECOND PARTY " : SHANGHAI MACHINERY IMP & EXP (GROUP ) CORP.LTL
. NO: 445, JIANG NING ROAD. SHANGHAY 200041,

TEL ; (021) 62711558 FAX : ( 021 ) 6275635

CHINA .

ACCORDING TO THE “ MEMORANDUM OF UNDERSTANDING “
ENHANCED DISTRIBUTION PLANT ( PHASE FOUR ) BETWEEN THE ""
SECRETARIAT OF THE UNITED NATIONS AND THE GOVERNMENT OF IRAQ
ON THE IMPLEMENTATION OF SECURITY COUNCIL RESOLUTION NO
{1153-1998 ), THE. TWO FARTIES AGREED AS FOLLOWS ;

ARTICLE (1) COMMODITY :

DIESH, DREDGERS FOR RIVER DREDGING.
{ DREDGER EQUIPMENTS FOR SEDIMENT REMOVAL FOR
RIVERS WITH THEIR ACCESSORIES AND SFARE PARTS
AS THE ENCLOUSUER .
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RTI :

THE PRICES OF THE DIESE. DRENGEPS WHICH ARE SUBJECT OF THIS
CONTRACT , HAVE BEEN FIXED BY SELLER AND ACCEPTED BY THE
BUYER AS !OI.IDWS 3

ACCORDING TO ANNEX AGRI -7, CODE NO. 05-07-0&03 SECTOR AGR!CULTURE
SUBSECTOR IRRIGATION , AII’ENDD( -1

2 0507 DIESHL DREDGER 4 1749250 | 6997000

A-THE SELLER GURANTEES THAY ALL THE GOODS TO BE SUPPLIED UNDER
LI THE TERMS OF THIS CONTRACT ARE NEW , UNUSEDR , NOT
RECONDITIONED AND MANUFACTURED ACCORDING TO ENCLOSUER
SPECIFICATIONS .

B-TO BE FINAL ACCORDING TO THE CONFIRMATION QF THE. SECRETARY
GENERAL’S DESIGNEE AFTER ARRIVAL OF THE. EXPORTED GOODS 'l’O oM
QASSER , TRAQ .

C- A CERTIFICATE ISSUED BY CHINA IMPORT & EXPORT COMMODITY
INSPECTION BUREA CONFIRMING QUALITY OF GOODS IN CONFORMITY
WITH CONTRACTUAL CONDITIONS AND / OR ANY OTHER CERTIFICATE
ISSUED ACCORDING TQ INTERNATIONAL CLASSIFICATION CERTINICATE,
IN CHINA ( WHICH IS 1SS BY CHINA CLASSIFICATION SOCIETY “ CCS)
FOR HULL OF DREDGER. B ING CERTIFICATE ISSUED BY THE

ol o ==

L2~
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TEST WILL TAKE PLACE NEAR THE CHINESE SHIFYARD IN PRESENCE OF A
REPRESENTATIVE OF THE OWNER ( BUYER ) ACCORDING TO CHINESE
SHIPYARD DESIGN AND STANDARD . CHARGES TO BE ON SELLER'S
ACCOUNT . THE SELLER WILL INFORM THE BUYER 80 DAYS BEFORE
SHIPMENT DATE FOR INSPECTIUI , IF 3 HE'BUYER DOSE NOT ARRIVE
wmmsm,mmnm_m:mmcoonsasmm

LC. , et
g_l_’g_g&_@gmgm CHINA - TIANGIN SHIPYARD OR DONGHAI SHIPYARD ¥
TO BE CHOSEN BY BUYER
ARTICLE (6) SHIPMENT ;

ALL DREDGERS WILL BE COMPLETE. WITHIN m MONTES AmR QPENING OF
THE L/C ACCOUNT , WITHIN 12 MONTHS AFTER EFFECTIVNESS OF THE L/C
. ACCOUNT THE MINIMEM OF 4 UNITS WILL BE DELIVERD AND REMAINING
B DREDGERS TO BE DELIVERD IN THE POLLOWING MONTHS .

ARTICLE (7) TOTAL CONTRACT YALUE :

US § 12373000 m&mosmmmnnmsmw
THREE THOUSAND U.S DOLLARS ONLY)

MIQLMMML‘CWNA ~ TIANGIN OR SHANGHAI
ARTICLE {9) PORY OF DESTINATION : UM QASSER, IRAQ.

T 0 » .

3 IN CASH L/C ( GOVERNED BY U.C.P, 1993 REVISION OF LC.C. PUBLICATION
NO, 500 ) OPENED BY BANQUE NATIONAL DE PARIS 5.A. NEW YORK BRANCH
(IRAQ ACCOUNT } ACCORDING TO THE REQUEST OF CENTRAL BANK OF IRAQ
FOR THE BENEFIT OF THE SELLER PAYABLE FROM THECASH Cm
nmmmummmm L/C AMOUNT AND IT"S FEES PURSUANF TO THE EM.O.U)

mucsnmnonmronmmnvm IRRIVDCA

rmmrrmcrmsmrmrsmmnsmrmm 'I'HEUCSI!ALLBE

VALID UNTIL PAYMENT OF THE TOTAL CONTRACT VALUE IS FULFILLED (
MONYES ).

PAYMENT SHALL BE MADE IN INSTALLMENTYS | CORRESPONDING TO ACTCAL
DELIVERIES OF EACH SHIPMENT TO MAD . et

THE L/C SHALL BE PAYABLE. / 53 . :
ACCORDING TO THE §! ISSION OF THX

% wx\("?\
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A. COMMERCIAL INVOICES , 3 ORIGINAL , 3 COPIES .
B. CLEAN BILLS OF LADING , 3 ORIGINAL , 3 COPIES ,

C. CERTIFICATE OF ORIGIN , 1 OF'GINAL , 2 com:s i
D. PACKING LIST, 3 ORIGINAL , 4 COPIES . o

E. CERTIFICATE OF INSPECTION ISSUED BY CHINA IMPORT & EXPORT
COMMODITY INSPECTION BUREAU , 1 ORIGINAL 2 €Ol

3 A‘

¥. A COPY OF THE 661 COMMITTEES LETTER STATING THAT THE EXPORTER
( SELLER ) IS ELIGIBLY. FOR PAYMINT FROM THE UNITED NATIONS IRAQ
ACCOUNT .

G. A CONFIRMATION BY THE SECRETARY GENERAL’S DESIGNEE OF THE
ARRIVAL OF THE EXPORTED GOODS IN IRAQ , PROVIDED THAT :

& .THE BANK SHALL NOT BE REQUIRED TO MAKE ANY PAYMENT UNDER THE
L/C UNLESS AND UNTIL THE UNITED NATION'S IRAQ ACCOUNT CONTAIN AN
AMOUNT SUFFIGENT TO REIMBURSE THE BANK FOR SUCH PAYMENT AND
ANY FEES RELATING THERETO

& THE BANKSBALLNOTMAKEANYPAYMENTUNDERTKE L/C UNLESS THE
AUTHORIZED UNITED NATION'S OFFICIALS DESIGNATED AND HAV!NG
AFPROPRIATE AUTHORITY APPROVE SUCH PAYMENT . :

C.ALL nmmnmmmmmmvnmmmmmmuc
ARE PRESENTED AND!NORD!RWADDI‘I‘!ONTO’HIETDIMSAND
CONIITIONS OF THE L/C ARE COMPLIED WITH .

d. PARTIAL PAYMENTS CAN BE MADE CORRESPONDING TO ACTUAL
DELIVERIES OF EACH SKXPMEN‘!‘ TOIRAQ.

E. INSTALLMENTS DOCUMENTARY DISCREFANCIES CAN BE WAIVED ONLY BY
SECRETARY GENERAL .

P, AMOUNTS RELATED TO THE SETTLEMENT OF SHORTAGES , DAMAGES FOR
EACH SHIPMENT ( ACCORDING TO THE CONFTRMATION OF THE SECRETARY
GENERAL ‘S DESIGNEE WHICH SHOULD BE SENT TO THE SECRETARY
GENERAL WITHIN 24 HOURS ) SHALL BE REMITTED TO IRAQ ACCOUNT .

) { 1 -
A. COPIES OF EACH DOCUMENTS SHOULD BE SUBMITTED TO BUYERAS
SOON AS SHIPMENT OF RELATIVE GOODS .
B. ALL DOCUMENTS , INVOKCES AND mxmroxmmcm CONCERNING
THIS CONTRACT MUST BEAR THE L/C NUMBER .
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SELLER SHALL PROVIDE BU\’ER)T!E BETAHS LISYED BELOW 15 DAYS
BEFORE ARRIVALo £ 600 DS .

- DATE OF SHIPMENT. o )
- NAMES OF VESSELS WITH FULL DETAILS ..

- VESSEL ARRIVAL (ETA).

13 :

MINISTRY OF IRRIGATION
CONTRACT NO.
NUMBER OF L/C.

¢ GROSS AND NET WEIGHT .

ARTICLE (14) DISCHARGE CONDITIONS :
A. BUYER SHALL ANNOUNCE ARRIVAL OF CARGO AND INSTRUCT UN

DESIGNEE TO START INSPECTION OPIRAT!ON IMMEDIATELY AFTER
CARGO’S ARRIVAL. hes

B, IN THE ARBSENCE OF ORIGINAL BILL OF LADING AT DISCHARGING PORT,
CARGO TO BE DISCHARGED AGAINST LETTER OF UNDERTAKING BY
BUYER'S REPRESENTATIVE . IF REQUIRED , SUCH LETTER OF
UNDERTAKING SHALL BE ACCEPTABLE FOR N!.GOTIATING RESPECTIVE
L/C IN STEAD OF THE ORIGINAL BILL OF LADING .

THE BUYER SHALL OPEN 1L/C IN ACCORDANCE WITH THE TERMS OF THIS
CONTRACT . IF ANY DISCREPANCE IS FOUND , AMENDMENTS OF L/C
SHOULD BE MADE IMMEDIATELY BY BUYER UPON RECEXPT OF THE
SELLER'S ADVICE, FAILING WHICH BUYER SHALL BE HELD RESPONSIBLE
PORANYH)SSESTHUS)NQURRWASWBLASFORMTEWTKUS
CAUSED .

ALL EXPENSES RI'J..A'I'EDTO L/CINSIDE IRAQ ON BUYER'S ACCOUNT , BUT
OUTSIDE IRAQ ON SELLER’S ACCOUNT .

LE(1 i

GOODS TO BE SHIPPED WITHIN THE AGREED PERIOD ,
SKELLER SHOULD PAY TO BUYER A PENALTY EQUAL 0.005
THOUSAND ) l’ER FOR EACH WEEK OF DELAY !0

\QKWB

(5'-17)
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QUANTITY EXCEPT FORCE MAJEURD wmcn MUST BE PROVED BY THE
SELLER AND DELAYS DUE TO CAUSES PEYOND SUPPLIER’S CONTROL ARE
NOT LIABLE TO PENALTI®S . THE TOTAL AMOUNT OF PENALTY WILL NOT
EXCEED 10% (YKN PERCENT ) OF VALUDOF DNSHIPPED QUANT[TY AND TO
BE DEMS{BED IN IRAQ ACCOUNT AT B.N.P, NEW YORK :
AR .2 ;- s ot

SELLER GURANTEE IT'S DIESEL DR!BGER 'UNDER CORRECT USE AND
FORMAL WORKING CONDITIONS AGAINST MANUFACTURER DEFRGUFOR A
PERIOD OF ONE YEAR FROM DATE OF ARRIVAL:OR C

WORKING HOURS WHICHEVER COMES FIRST. v

THE GUARANTEE CANNOT BE CALLED IF THE FAILURE IS DUE TOUSAGE
NOT CONFORMING TO THE SPECIFICATIONS AND INSTRUCTIONS OF THE
SELLER OR DUE TO CARELESSNESS OR NEGLECT OR DUE TO ANRACCIDENT .
SELLER WILL PROVIDE THREE TECHNICIANS FOR A FERIOD OF SIX
MONTHS TO PREFORM START - UP OF EACH DREDGER’S SHIPMENT.

E(1 (0] TJON O] H
THE SELLER SHALL ADVISE THE BUYER ABOUT THE SHIPPING SCHEDULE

AND ROUTES 10 DAYS BEFORE THE ARRIVAL TIME OF EACH SBIPMENT TO
UM QASSER .

ARTICLE (19)

Tmscou'mcnssumcrmmmovuoymuxsmmy
COUNCIL COMMITTEE . —

ARTICLE (20)

THE DETAILED TECHNICAL SPECIFICATIONS OF MARIC 98-3231 AND 98- 3232
ARE CONFIRMED BY THE BUYER AND THE SELLER SEOULD BE AN INTESRAL
PART OF THIS CONTRACT TAKING INTO CONSIDERATION THE ATTACHED
MODIFIED LIST.

FIRST PARTY (BUYER ) SECOND PARTY ( SELLER)

FOR AND ON BEHALF OF FOR AND ON BEHALF OF
‘MINISTRY OF IRRIGATION | SHANGHAI MACHINERY
PLANNING & FOLLOW UP - IMP & EXP ( GROUP)
? ‘ " | CORP, LID.
WU LINMEY
<

A s m

—
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MODIFIED LIST

THE FOLLOWING ITEMS WHICH ARE MENTIONED IN THE
MARIC-98-3232 AND MARIC 98-3231 SHOULD BE ,

" CHANGED AS FOLLOWS :-

(CUMMINS ) DIS) G,
OF MWM FOR THE MAIN , SECONDARY AND
PUSHER ENGINE. 7

6 9 THE MAIN HYDRAULIC PUMP FOR CUTTER HEAD
SHOULD BE GERMAN INSTEAD OF CHINESE

1 16 THE MAIN AND SECONDARY GENERATOR SHOULD
~ BE STEMENS INSTEAD OF LANZO, N

1 16 TEETH OF THE CUTTER HEAD SHOULD BE OF THE
SORT THAT CAN BE REPLACED AND SHOULD BE OF
GERMAN ORIGIN AS WELL AS BEARING.

1 16 THICKNESS OF THE PANTOON PLATE SHOULD BE
IN ACCORDANCE WITH THE DIMENSIONS STATED
IN THE COMPANY’S LETTER DATED 29-10- 1998
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(ENCLOSURE ) _
CUTTER SUCTION DREDCER SIZE ( 1000 MIH Y. -

DREDGER CONSTRUCTED ACCORDING TO [4 MARIC —mx )
MAXIMUN DREDGING DEPTH : 14M

MEAN DRAUGHT : WITH FULL BUNKERS APFROX 16M. w«n*
CAPACITY OUTPUT SOLID : 1000 M3/HR AT 500 MLL DISCHARGE PIP)
MAXIMUM AMRBIENT TEMPERATURE : 55¢ !
MAXIMUM RIVER WATER TEMPERATURE : 32¢

B - DIESIL PORTABLE CUTTER SUCTION DREDGER DESIGNED TO DREDGE .
R IN RIVER FOR DREDGING MEDIUM PLASTIC CLAY WITH NATURAL UNIT
SAND.

- THE MANUFACTURE PROCEDURE OF DREDGER TO BE OF CHINESE
SHIPYARD STANDARD AND IN ACCORDANCE WITH THE STANDARD oF
CCS ( CHINA CLASSIFICATION SOCITY )

- THE-DREDGER IS OF THE DISMOUNTABLE TYPE, NON FROPELLED .

- THE HEAVIEST DEMANTM PART OF THE DREDGER SHOULD
NOT BE MORE THAN 70 TON. -

- THE PUMP ROOM IN THE MAIN PONTOON IS EXKECUTED AS A
WATERTIGHT COMPARTENT .

~ - THE HYDRAULIC DPRIVEN CUTTER INSTALLATION IS MOUNTED ON THE
FRONT SIDE OF THE, CUTTER LADDER RENUABLE TEETH OF BOTH SOFT
AN’DKARDCLAYASWHLASBEAR!NGOFTRECMBEADARE
FROM GERMANY.

- THE DIESEL DRIVEN nnmcmmmxsmounmmmmmnoom
OF THE MAIN PONTOON.

- THE GENERATION OFTHI]IYDRAUL!CWFORALLMAINDRNES
AND THE ELECTRICAL ENERGY FOR THE BOARD CIRCUIT IS PROVIDED
BY AN AUXILIARY DIESEL ENGINE WHICH IS INSTALLED IN THE MAIN
PONTOON .

THE DREDGER IS EQUIPPED WITH OPERATORS CABIN MO

M«%b’

N i
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ACCESSORIES , L

- SSOMFLOA'HNGIIPEIJJ‘WE(INCLUDING PONTONS AND FLEXIBLE
HOSE AND 130M SHORE FIPE LINE . QUANTITY 4 SET (ONE FOR
FACH DREDGER)

- THE PUSHER EQUIPED WITH DEISEL ENGINE AND CAN LOAD 5M3
ormstWAmANnmrmon.wrmrumsmms
ACCESSORIES ) QUANTITY : 3 UNIT ONLY ( FOR 4 DREDGERS )WITH
DIESEL ENGINE OF SUITABRLE POWER TO DRIVE DREDGER AGAINST
RNERWATERMMPUSKERISIQMWMSTON
CRANE.
~ SERVICE RUBBER BOAT ( WITHOUT ENGINE ).

- QUANTITY : 4 UNIT ( ONE FOR XACH DREDGER ).

B TOOL?.SPEGALTOOLSANDANYNICESSARYTOOISPORREPAIRING
AND ADJUSTING , DISMOUNTLING THE PARTS OF THE DREDGER .
QUAN'ITD(:‘SE]’(ONI:S!TFORIACHDREDGER)

PARE P. OR EACH: DREDGERS ACCORDING TO
A D LK ; .
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THE DREDGER IS EQUIPPED WITH LIVING ROOM FOR (10) WORKERS
WITH I''’S FURNITURE KITCHEN AND AIR CONDITION .

’

- THE DREDGER IS EQUIPPED WITL AaNCE DR BOOM DEV[C!‘. .

THE DREDGER IS EQUIFPED WITH MAIN GENERATOR ( SIEMENS ), PORT
GENERATOR ( 15KVA) AND PORTABLE GENERATOR (SKVA ).

~ THE DPREDGER IS EQUIPPED WITH DECK CRANE SUITABLY FOR [.ﬂTlNG
PREDGER PUMP PARTS.

- THE TANK FOR OIL, WATER , USED OIL AND HYDRAULIC OIL ARE
INTEGRATED IN THE SHIF*S CONSTRUCTION . .

MAIN ENGINE IS DIESEL ENGINE , COOLED WATER TYPE AMERICAN
CUMMINS SUITABLE TO DRIVE THE DREDGE POMP.

v - MAIN BOARD SUPPLY VOLTAGE IS 3FH, 400/230V , SOHZ.

AUXILIRAY DIESEL ENGINE TYPE : AMERICAN CUMMINS FRESH WATER
COOLED.

MAIN HYDRAULIC PUMP IS GENUINE PARTS ( FROM GERMANY ).

- WATER COOLING SYSTEM : EACH DIESEL ENGM IS CONNECTED TO
THE COOLING WATER SYSTEM WITH GALVANISED BOX COOLER .

TESTING AND LS

THE DREDGER WILL BE TESTED BEFORE DELIVERY.

THE TEST WILL TAKE FLACE NEAR THE YARD IN THE PRESENCE OF A
REPRESENTATIVE OF THE OWNER.

TESTING IMPLIES :

fl

SHORE TRIALS
FUNCTION TEST OF ALL EQUIFPMENT.
INCLINING TEST REPORT .

DREDGING TRIALS
DREDGING TRIALS WILL BE CARRIED OUT WITH ALL DREDGING EQUIPMENT
IN OPERATION.

CHECKING TRIALS ) )
THE REASSEMBLING OF THE DREDGER AT IT'S WORKING SITE WILL BE
CARRIED OUT UNDER SUPERVISION OF REFRESENTATIVE OF THE YARD

(lo- 13D
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( ENCLOUSURE )
CUTTER SUCTION DREDGER SIZE ( 500 MY/H )

- - =

[

DREDGER CONSTRUCTED ACCORDING TO ( MARIC - 98-3232 )
MAXIMUN DREDGING DEPTH : NOT LESS THAN S M

MEAN DRAUGHTY : WITH FULL BUNKXRS APPROX 12

CAPACITY OUTPUT SOLID : 500 MY/HR AT 500 MJI‘DISC!!ARGK PIPE.
MAXIMUM AMBIENT TEMPERATURE : 85¢ -

MAXIMUM RIVER WATER TEMPERATURE : 32 ¢

- DIESIL PORTABLE CUTTER SUCTION DREDGER DESIGNED TO DREDGE
TN RIVER FOR DREDGING MEDIUM PLASTIC CLAY WITH NATURAL UNIT
SAND,

- THE MANUFACTURE PROCEDURE OF DREDGER TO BE OF CHINESE .
SHIPYARD STANDARD AND IN ACCORDANCE WITH THE STANDARD OF
CCS ( CHINA CLASSIFICATION SOCITY )

- THE DREDGER IS OPTK!DISMO‘INTABIETYPE.NON PROPELLED . .-

- THE HEAVIEST DISMANTABLY PART OF THE DREDGER SHOULD
NOT BE MORE THAN 70 TON .
- TKEPUWROOMHTREMPONTOON!SWASA
. WATERTIGHT COWARTENT

- THE HYDRAULIC DRIVEN CUTTER INSTALLATION IS MOUNTED ON THE
! FRONT SIDE OF THE CUTTER LADDER RENUABLE TEETH OF BOTH SOFT
AND HARD CLAY AS WELL AS BEARING OF THE CUTTER HEAD ARE
FROM GERMANY .

- THEDIESELDRIVENDRIDGERPUM!EMOUNTEDWTHEWROOM
OF THE MAIN PONTOON.

- THE GENERATION OF THE HYDRAULIC ENERGY FOR ALL MAIN DRIVES
AND THE ELECTRICAL ENERGY FOR THE BOARD CIRCUIT IS PROVIDED
BY AN AUXILIARY DIESEL ENGINE WHICH IS INSTALLED IN THE MAIN
PONTOON .

~ THE DREDGER IS EQUIPPED WITH OPERATORS CABIN MOUNTED ON THE
MAIN PONTOON .

- THE DREDGER IS EQUIPFED WITH LIVING ROOM FOR (10) WO
‘WITH IT*S FURNITURE KITCHEN AND AIR CONDITIO!

B N

CH~1P
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- THE DREDGER IS EQUmED WITH ANCHOR BOOM DEVICE .

- THE DREDGER IS EQUIPPED W)7TH MAIN GENERATOR ( SIEMENS ), PORT
GENERATOR ( 15KVA) AND PORTABLE GENERAWR (SKVA.).

THE. DREDGER 1S EQU!PP&D WITH DECK CRANISUITABL!FORLI!T!NG
DREDGER PUMP PARTS.

- Tl'l'E TANK FOR OH,, WA‘I‘ER , USED OIL AND HYDRAULHC OIL ARE
INTEGRATED IN THE DREDGER'S CONSTRUCTION ..

' MAIN ENGINE IS DIESEL ENGINE, WATER CGOLED TYPE AMERICAN
CUMMINS SUITABLE TO DRIVE THE DREDGE PUMP.

- MAIN BOARD SUPPLY VOLTAGE IS srn,loonéov » SOHZ.

AUXILIRAY DIESEL ENGINE TYPE : AMERICAN CUMMINS FRESH WATER
COOLED.

MAIN HYDRAULIC FUMP IS GENUINE PARTS (FROM GERMANY )

COOLING WATER SYSTEM : EACH DIESEL ENGINE IS CONNECTED TO
THE COOLING WATER SYS’!‘EM WITH GALVAN]S‘ED BOX COOLER .

JIESTING AND TRIALS

THE DREDGER WILL BE TESTED BEFORE DELIVERY.
- T!IETI.STWILX,TAKEHACINI‘ARTBIYARDINTKEPRFSENCEOFA
: REPRESENTATIVE OF THE OWNER. X
TESTING IMPLIES : .

¥

SHORE TRIALS :
FUNCTION TEST OF ALL EQUIPMENT.
. INCLINING TEST REPORT .

DREDGING TRIALS
DREDGING TRIALS WILL BE CARRIED OUT th ALL DREDGING lQUIPMlZN‘l'
IN OPERATION. .-

THE, REASSEMBLING OF THE DREDGER AT I'T°S WORKING SITE WILL B .
CARRIED OUT UNDER SUPERVISION OF REPRESENTAYIVE OF THE YARD .

ACCESSORIES B \M .,3(9

UYz-1®
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350 M FLOATING PIPE LINE ( INCLUDING PONTONS AND FLEXYBLE
HOSE AND 150M SHORE PIFE LINE . QUANTITY 4 SET ( ONE FOR
EACH DREDGER )

THE PUSHER IS EQUIPED WITH DIESEL ENGINE CAN LOAD 5M3 OF FRESH
WATER AND SM3 FUEL OIL WITH PUMPS AND IT°5 Al gassonms
QUANTIYY : 3 UNIT ONLY ( FOR < EREDCERS NVITH DIKSEL ENGINE OF
SUITABLE POWER TO DRIVE DREDGER AGA!NST WATER RIVER STREEM.
THE PUSHER IS EQUIPPED WITH 3 TON CRANE .

SERVICE RUBBER BOAT ( WITHOUT ENGINE ).

QUANTITY : 4 UNTT ( ONE FOR EACH DREDGER ).

- TOOLS, smmoummmwx‘obtsmxﬁ)&mmc

AND ADJUSTING , DISMOUNTLING THE PARTS OF THE DREDGER .
QUANTITY : 4 SET ( ONE SET FOR EACH DREDGER )

(3-1?
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SPARE PART LIST FOR EACH DREDGER

TEETH FOR BOTH OF SOFT & HARD
CLAY TYPE :

RING PLATE SUCTION SIDE

WEARING PLATE DISCHANGE SIDE

WEARING SLEEVE SUCTION INLET

COLLAR RING

BEARING UNIT COMPLETE

SEALING SUCTION SIDE

Glos]alo ] afwjio]m

DREDGING PUMPS & ENGINE

FLEXIBLE COUPLING BETWEEN
 HYDRULIC PUMP GEARBOX &
ENGINE

EXHAUST VALVE
ASSEMBLY

(1) SET FOR EACH
ENGINE

2 SCAVENGINE VALVE ASSEMBLY _ | (1) SET_FO FOR EACH ENGINE
13 STARTER ASSEMBLY (1) SET FOR EACH ENGINE
4 FRESH WATER COOLING PUMP (DPC.ENGINE __ - .
W 1 w5 ,
C 1o - ‘% ) e S = 2
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Y
5 T FRESH WATER COOLING PUMP (@) SETS FOR EACH ENGINE
RXIT
§ | LUBRICATION OIL PUMP_R.XIT YSET FOR EACH ENGINE
7 | OIL FUMP COMPLETE (1) PC. FOR_EACH ENGINE
8 [ CYLINDER LINER COMPLET WITH. | (1) SET EACH ENGINE
PACKING RING
5| CYLINDER COVER COMPLET _ ( QW
0 | EXHUST VALVE (1) SET FOR EACH ENGINE
VALVE GUIDE (1) SET / ENGINE
2 IN TAKE VALVE (1) SET / ENGINE
13| O-RING 2) SETS / ENGINE
14 | CYLINDER VALVE ASSEMBLY (1) SET FOR EACH ENGINE
15| GASKET KIT - (2) SET FOR EACH ENGINE
( 16_ | MAIN BEARINGS COMPLET 1 SET FOR EACH ENGINE
17__| PISTON ASSEMBLY CONSIST OF :
8_ | PISTON (1) SET / ENGINE
9 | CONNECTION ROD (%) SET / ENGINE :
20| PISTON RING () SEIS/ENGINE ___
21| BOLTS, NUTS #& PISTON PIN (1) SET _FOR EACH ENGINE
22 | CONNECTING ROD __ BEARING (1) SET FOR EACH ENGINE
23| FUEL OIL PUMP ASSEMBLY (1) SET FOR EACH ENGINE
24 | INGECTION FULE PIPE WITH, (1) SET FOR TWO ENGINE
CONNECTIONS ) _
35 | REPAIR KIT (1) SET_FOR EACH TURBO
- CHARGER
| (1) PC FOR EACH ENGINE_
f (1) SET FOR EACH ENGINE
(1) SET FOR BEACH

| GENERATOR

[- FLUSHINGPUMPASSEMBLY m_
i. mmmmnumcm m
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2 REPAIR KIT FOR HYDRAULIC (2) SETS /MOTOR
MOTOR
3 HYDRAULIC MOTER ASSEMBLY < 1{2) SETS FOR EACH TYPE
4 HYDRAULIC VALVE : (1) SET
5 SOLENOIDS : T J(2)SETS
[3 HIGH PRESSURE HYDRAUUC (4) PCs FOR EACH “TYPE
HOSES
7 HYDROLIC CONNECTION o (QSET :
8 SEALING RINGS (1) SET FOR EACH SPUD
- CYLLNDER
9 WEARING PARTS FOR HYDRAULIC (1) SET FOR EACH MOTOR
MOTOR

HYDROLIC MOTOR BG

MOTOR
2 SWITCHES (D SET |
3 FUSES (10) SETS
4 RELAY CONTACTORS {(3)PCs
5 SWICH PUSHBUTTONS INDICATO - | (3) SETS
LAMP
1 SWINGWIRE (4)PCs :
2 CUTTER LADDER HIOSTING WIRE | (2) PCs FOR EACH
DREDGER
3 SPUD HOISTING WIRE____- (A PCs
) 4 ANCKOR HOISTING WIRE - | () PCs FOR EACH
/ 5 | RUBBER HOSE (5) PCs FOR EACH LINE
.

W \KVS\%




L 12730798 08:12 FAX 2125045460

395

ALE IUKA Jtaciua

121198 | B4:112
11412 868 PRT 18:64 FAX 2281

2201
FIRST DEPARTRENT

TG Mtwoiun

N

SPARE PART FOR EACH PUSHER BOAT

W ey

1 [ENGINE ~_« __ B IEXENRE

A SPARE PART FOR OVERALL (1) SET PER
' ' ENGINE

2 v PUSHERS x;y‘ ',‘“""-’q"f:ﬂs"’:,f’? 1*’*’:"; N

A [ SPARE PART FOR OVERAL (1) SET

B IMPELLER

3 STEERING SYSTEM REPAIR | (1) SET
KIT : i

4 | ELECTRICALINSTALATION | (1)SET
REPAIR KIT

S OIL PUMP AND IT’S DRIVE (1)SET
REPAIR KIT :

6 WATER PUMP AND IT°S (1)SET

) DRIVE REPAIR KIT - :

7. |DISCHARGEPIPELINE =0 oo oo 5 ol ¥,

A | RUBBER HOSE BETWEEN (1)SET
LADDER AND HULL : .

Qoss

fwy
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<! 1o/11098

Ba:1 228t
11/12 '88 FRI 15:35 FAX 2281 FIRST DRPARTMENT & os7

Ry

AGREEMENT BETWEEN

THE MINISTRY OF IRRIGATION
BAGHDAD - IRAQ .
AS corenreerereen +eerenn BUYER

SHANGHAI MACHINERY
IMP & EXP (GROUP )
CORP .,LTD :
CHINA

t AS .ooneeen. vevesserernenSELLER

THE TWO PARTIES AGREED UPON THE FOLLOWINGS :
L : .
— THE SELLER UNDERTAKES TO SUBMIT CONTRACT
NO . IRR (MOU/4)22/98 TO THE UN COMMITTEE (661) THROUGH THE
OFFICAL CHANNELS WITHIN A PERIOD NOT MORE THAN (3) THREE
WEEKS FROM DATE OF SIGNING CONTRACT AND CONFIRM THAT
TO BUYER BY SENDING COPY OF THE APPLICATION.
TICLE (2

IN CASE SELLER FAILS TO ACT AS ABOVE ARTICLE , THE
BUVER HAS THE RIGHT TO CANCEL THE CONTRACT .

SIGNED ON 12/11/1998 AT BAGHDAD

Ly t1 958
M.J. ABDULGHANI . T o
THE BUYER . THE SELLER
_ MINISTRY OF IRRIGATION ' SHANGHAI MACHINERY
PLANNING AND FOLLOW UP OFFICE IMP & EXP (GROUP)
CORP., LTD

CHINA.

W fKL
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1271188
11712 9% FRI

Bg:i3
15:85 FAX 2281

AW FUKR IiALIUN

2281
FIRST DEPARTMENT

DEVITRUE TN YERTIVAY W vov

@Boss

7

TO THE SECURITY CO UNCIL(661) COMMITTEE

THIS IS TO CONFIRM THAT THL MIN!STRY OF !RRIGATION, OF THE
REPUBLIC OF IRAQ , HAVE CONCLUDED THE FOLLOWING . }

© CONTRACT

1. CONTRACT
2. CONTRACTING PARTY,

3. TOTAL VALUE

4. GOODS

5. CODE NO. .
ACCORDING TO ANNEX

ACCORDING TO APPENDIX 7

6. QUANTITY

7. EXPORTING COUNTRY
8. ENTRY POINT

gt 5]

IRR (MOU/4 ) /2211998

MINSTRY OF IRRIGATION
REPUBLIC OF IRAQ
&

SHANGHAI MACHINERY
IMP & EXP (GROUP)
CORP .LTD. CHINA

US 12373000(UNITED STATE
TWELVE MILLION AND .
THREE HUNDRED AND SEVENTY
THREE THOUSANDU.S DOLLARS
ONLY) ©o

'DIESIL DREDGERS WITH
ACCESSORIES AND SPARE"
PARTS. :

05-07-00003
05-07-00020 & 05-07-00021

(4) DIESIL DREDGERS ( $00m3/H )
.{4) DIESIL DREDGERS (1000m3/H)

. cHINA.
UM QASSER PORT
1 .
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. 'Z/I"/SB _09:04 FAX 2125648860 _ NEW YORR STATION

[94

¢+ CIHINESE MISSION  @ot0
1271199 5158 2201
FL/12 '8¢ PRI 15:40 FAX 2281 PIRST DEPARTMENT @r

2
FORM 1153
S“CURm COUNCIL COMMITTEE ESTAR!
THE SITUATTON BETWEEN
17— N(r!‘lHCATION OR REQUEST TO Sml’ GOODS 1O m

i
2022, {ORE COMPLETED By THE SECRETARIAT) "1

| COMM No.

(TO BE COMPLE
1.MISSION OR INTERNATIONAL ORGANIZATION CERTIFYING SIGNATURE
Chinese missicn to UR - AND OFFKCIAL SFAL

2.DATE OF SUBMISSION DM‘I’I /iir 3, MISSION REPERING No. ﬁ,}l

TINET
CODHERAS | 5.000DS TO BB SHPPED (Nae sadsor description. | aguarrry | 58 et S107AL
S T Attach addilionat stwot i necessrcy) BN RThNER
cooe b

e S .
20 " | Diesel Drudger Cutter Section
_1.- | Dredger{S00MIH) With Their 4 PCE | 1,344,000.- | 3,376,000.- | USD
h. $90810 Acceasories and Spare Peris

2a. " 9887- | Diwsel Dredger Gutter Bection.
Lo ~{ Dradger(1000M3H) With Their 4 PCE | 1,749,250.- | 6,097,000.- | USD
2h. 390810 Accessoriss and Spare Parts

Total Price GIF UM Qasser port 42,373,600.- | USD
TT EXPORTER Name 154 Addrees: TZDRIGIN of GOODS (if differoni Fom applioant s1ags)

SHANGHM MAGHINERY IMP. 8 EXP. (GROW) CORP,, . R. China
SMEC Mansion 445  Jiangning Road, Ohlnuh-l
200041,China

TEL: 86 21 §2T11558 FAX: 80 21 82713694

CARBLE: MAUHINMPEX SHANGHAI
TELEX: 33068 SHCMC CN

| 13, RECEIVING COMPANY/ORG, Name wnd 14, SHIPPING ARRANGEMENTS:
Address a) Border paink o port of entry into Fraqg:
The Ministry of Irvigation, Plaasing aud Fellowing UM-QASR
Up Office, Paisstine ST., Blghdld mg
14.b) Means of transportation: Si 14.¢)0ther infocmation (o.g. Toute, mejor port, oto.)
From Chinese Main Port to UM Qusser

B4 From the lraq Account in accordance 15, METHOD OF PAYMENT [_IBy ofber
with SC resolution 986 (1995) arangeroeat{provide

ding 8) 28 many detail o
asurt be sttached posaibie)

16, ADDITIONAL INFORMATION:
End-use: The dredger to bo used for drodging the rivar, i.c. B , Tigris
End-user: Looalamhm!yd‘thaummycfkmuon

IMPORTANCE NOTICE
Provide only one item per line in Box 3.
Sactor/item Codes (Box 4a) sre mandatocy, and ate found in the Annaxcs to the Distributicst Plan of SCR 986.
HS Tariff Codes (Box 4b),if weed, must bo 6 dnmundnofﬂnhwnmoulﬂmommd System of Tariff’

badiadag

Nomenclature as dotarmined by the Custons Co-Op Cotmcx\m
4. Information emtered must watch shipping d y d to officials. .
5. Incomplete, incorrect or illegible application will be returned by the Ci itton” 8 S jut for pl

it 3)
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$/AC.25/1999/986/COMM.50122W

REPORT CONCERNING REQUEST TO SHIP GOODS _TQO IRAQ IN ACCORDANCE WITH
RESOLUTION 986 (1995)

MISSION: CHINA

EXPORTER: SHANGHAI MACHINERY IMP&EXP. (GROUP) CORP., LTD.
RECEIVING COMPANY: THE MINISTRY OF IRRIGATION

GOODS: DIESEL DREDGERS WITH ACCESSORIES AND SPARE PARTS

The application has been examined, takmg into account pacagraph 32, and in accordance with
paragraph 33 of the Procedures to be employed by the Security Council Committee established by
Resolution 661 (1990) concerning the situation between fraq and Kuwait in the discharge of Its
responsibilities us requested by paragraph 12 of Security Council Resolution 986 (1995). Specifically,
this application has been examined to establish whether the price and value is credible and whether the
items to be exported are in the distribution plan annexes. Additionally, the application has been
examined to determine whether all relevant details have been submitted with the application.

GOODS ON THE DISTRIBUTION PLAN : Yes, and are within the quantities amounts requested.

PRICING: The item price and value have been examined as per paragraph 33 of the
Procedures, Price cvaluation for this commodity Is rather difficult and the value
compared to world market prices must be considered as high.

Comment: The Committee may wish to be informed that this contract application was originally
received under Phase IV and assigned Comm # 4863. The Customs Officer’s report

was not issued duc to pricing inguiries.
The GOI has subsequently requested that this contract be transferred to and funded

from available, Phase V rev

DATE OF CUSTOMS OFFICER'S REPORT:  06/05/99

DATE SUBMITTED FOR CIRCULATION: 10/05/99

Reporting Officer : U. CHRISTEN Check Officer: J. OW



400

oty b

3930 ompp bl e Y1

1

1 LUV

! 1
00°008'S¥E 06225 18 looezo’s 968052 | 101
00°0000L 00T 00096 061 20+ SlEvdavads| ¢
0300 TEB R O 5 GNINS ORI v
. NI R o L¥oh ¥zednd IoES)
00°000'0E) 0005¥'S o0oeL  j000LIBR) . YIHSAd) €
00000 GE 0058 00018 dsivser - amy ¢
Sdid UOHS W05 L ONV]
3N 3did ONLLYOS 08}
. . DNCIVIOND INM 3did
6000 026 000509 “{ooozes  PooETI08 Fewoos TEoaaa] ¢ | o
NOLLOSS ¥3LIND o
UIOOUG HSTIA =
[
1 AU %3 . 5 ’ G
YIRSIa | ONVHNSNI | (SH0M X3 1500 NOLLINOS30 wal © J
2D YFDTFA NOLLONS ¥ALIND HENOS =
4 =2 ; A

at



401

DCOSZYSL'L

STOEOVEL

0652601

52'869'629'|

V101

000§

G250,

05904

$.'68€°60b

S1¥vd ¥Yv3dS)

000051

R

4

poe., - -

.Bw@mw

TINIONT ,
hcon 4 30NN

00°000 071

000016

— I Gaove

oocnaonw

.

00°005'261

05°.£871

CR I

gl

06°Llp'est

mm mmozw plogL ONV

mz.._ w& ONILYC zaw .

j N 3d

S.a%.nmﬁ .

.....

G

T A

3N

ojrt.

— {554
U3SSYO N 5D

Ewe wo&m NN

w.ﬁ‘»»h‘..

xm:m_oo

T ven

PR TS (Y0 A Y

661060

_r()L

Z 1HYHO

Ll



402

000./°02L | 00'D90'0E} | DOOE}'106_| 05'£ZES0C') [TVIOL
854 Usesalojun Lopiodsues 0000006 |00000STL | . SJOMVHIPS
183015800} UBO} ’
g L - . mﬁmm g.m@m.mm N S.QRNN_‘ . N v, ~ . . . E
Jouowe; 568 010 00DGZ3 . | 0D0OZ , . |.0000GS . 8.%.& SIVIHILYW ARYOIXAYY
b’ : 00005 00006 00005 | INGWAINDI ONILHOLS
R T N N - Ll
UOTHPLOD- 8 YOUI 18P0 dind 808.% 0000TS | 0000000F | 00000025 Eme_:am ORLOFTE|Y
J0Bperstey By fusuidinbs] T NV AMINIHOVW
uolEoINLLGo
3 USKEBiARU pIBOGIS
utew'soreredes jjo‘durid
Jaem'dicieIelioB Bundnoo'dwnd
116 xoqesfgubus jeselp, o ‘
Peqpue eirpLry uolie|EisUl Sav.w 00005¢ | 00'000FPE | 00000V ONILLIAING e
Alapues ejid sHom'ssincgo
2935«385&382; .
§ ssepd eoueindur o5 000008: | 00000'6) | 00000706 | 00000STT IOUVHIR
155) Bulujour'be Upeq o5 GYVA 3 NDISAd
. Bunyoy'aay uBisep uonanpoidj |
3 SuppomBisep oseq) o B S
B o ToES POGH oG] 00 005 2 | 00000V | 00'000°00F | 00000 L+ RN as_ R &
TONIGNOND SRS HEWO0S | A/EYI000L | HENO0S | HEWO00H mEEzao 1
HO4 mou_ 4o
_— MIHSNd | b |
o a:mmzma N mo_ma@.m Y L¥OR Marishd ONY 539d38a 404, zz,cezmmm ERTE <

£ LUVHO



403

FEB-83-1993 @143 Lhinese Plission to o

sle mid TRt vl wh

PERMANENT MISSION OF THE PEOPLE’S REPUBLIC OF CHINA
TO THE UNITED NATIONS

OUTGOING FACSIMILE

DATE: 02 February 1999

M”‘M

TO: OIP FROM: CONG GUANG

Second Secretary

FAX NO: (212) Fodl FAX NO: 212-634-7625
963 TEL NQ: 212-655-6182

ATTN: V.P. Kuilyk RE: Comm.4863

TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: 9

Dear Mr. Kulyk,

| am enclosing herewith the additional information for the Chinese

application with the Comm. No.44863.

Regards,




404

" a2 8:43

[--2g- = ] 2: 32

s————————

1604 UIREVO AN
410 <000'8.28'908N
) THINOW §NVioRGRaL] &
£ FOMVHO 30|
GIRIVLIV|00 000 GVp 35600011 SIVatvaas| 8
¥3d . ,
BLYYd HV3d9
¥Od 1NV 0N
NRAO! - o
_sds.a , 5383 v “ENONS ITNOHL| ¥
| ivod
000 00008 05 |
000 0YS _8..§|Jma
Tdid IWOHS WOSS
: 3NN 3did ONUYOTS
(00000 0RTE 00°000 046 HEN008 ¥
NOLLOZS ¥RLIND
H300340 1563k
TH0d 180d
Mivigs | wEssvomn 20 | w3SEYD AN 0 NOLLEINOEEO pan
(08 30md W01 | (ASN)30Md UNN - e ,
MIDOTHO NOULDNS WILLND HAINOAY)




‘azwee93 @a: 5

405

>

o S Y RN I B Y 1036

10

@IS 28:31 Za2 aa4
BIZT N it o ot uion
$00M® SPARE PARTS LIST FUR BACH pmm
T oTY. UED)
CUTIER T O 4009 |
CLAY TYPE 1'%
1
o
SIDE ON
TED N
NG SO INLET ] 31, 9aT. T
)
5
3
&
IRADLIC PUMPMS -
}(1) AETE FOR EACH GEAK
3
S 4) SETE 12.06
STEM
DREDGING PUMPS & ENGINE (1) ST 3 132.53
ULIC PUMP QBARBOX &
= () SEX 3, 807. 23 |
ALVE. 1).SET POR.
VR AS Y 1 EACH 518, 07
¥ SET
W CUPCENGINE ] 1,494578 |
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Zar31 e
5 WATER PO
Y 18 X 130, 48
7 DFC FOR [ Feem %0
'ACKING RING T
9 (1/4 POR
T 1) ABY
1 Vi (1) SEY FOR EACHTENGINE | 2,405, 64
VALVE
22 __joon
E:-s ' -3
—11*[?;"’ )
28 CONNECTIONS ] TWO '240. 96
(1)
26 AR KIT ¥ 120 48
6 DPC FOR BAGH ENGINE |5, 168. 67 |
G TOR: : :
1 1 M. 10
2 lrxoer canp xmay GENERATOR 2410
L] Vi ] — -
1 5T 120. 43
2 QAUGES [0 130, 48
rUuMP Y 3, 6,
F 8BTS 180 48
¢
i PLMP Y DIPC m!
3 XIT FOX. SRTY 130. 48
.3 INSTALLATION:
} (M PUNY Y 3, 978. 90
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FEB-@3-1993  vuiag LA RS 1SS
‘e Bmm T ) )
20132 E=) et
T WAT M - %
: Y I SEISPOREACHTVPE | 7,890.30
_ 1) SEY.
1 sos
4] -
a 19,217 11
s G 5
PARTS POR HYDRAULIC ;
o ) ¥ CH M
0
. SYSTEM:
G EET FOR BACHELE. —
1 MOTOR,
5 1) $BT
2 SBi8 722,89
4 |RELAY CONT. ~ (5 PCS
SWITCH PUSHBUTTONS INDICATE
5 ) SETS
WIRE:
STER, s 343,
> G PCS FOX EACH 409.64
3 HISTING PCS 2id.
r HOISTING WIRE ) FCSFOREACH 240.96
5 HOBE )PCSFORBACHIDNE [ _1.403.78
104, 87470
SO TOTAL |
QUsSD) |
5, 325. 30
1 i 1 1 TOTAL: 110, 060, 00
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Chinese Mission to N

|2

1000M* EPARE PARTS LIST FUx EACH DREDGER

SUB TOTAL
v. ) N
(1) ONIT KL AR
N 7,340 40 |
3 L A———————l .
s o %1 41
1
£ TH
4
0 34,216 87
... =TS
7
8
(4
b jeypravLiC romrs: e
1) SETS FOR EACH GBAK
. BOX A5 78 |
i RARING 4 SETS 310
E
PUMPS & Ereons (1) smr 2.259.91
ULIC FUMP GBARBOX &
1, 80T, 23
& A
- -
2 |3CA SET FOR 51807
3 Y =T T
Y 1 L #9]. 57 |
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8 4 FOR
1
1) 0, 122. 8%
U] CYLINDER
PARTS FOR HYDRAULIC
t.d FOR
19 SETS
23
1 .
£ SeT
3 (1 §43.37
Y »CS
¢ SWITCH PUSHBUTTONS INDICATE

™ JOIL FUMP AND 11°S DRIVE REPAIR ,
L 2 (OVF .1 8

WATER PUMP & IT'S DRIVE REP.,
7 [DIBCHARGE FIPE LINE .
KUBEER BOSE B TWEEN LADDE

A D HULL
#%%; - 7,750, 00 |




412

Summary of the UN Oil-for-Food Program Audits

Conducted by the Office of Internal Oversight Services

Source: Permanent Subcommittee on Investigations Majority Staff Analysis of OIOS Audits

KEY Reports:
No. 2 - Lloyd’s inspection services

No. 14 - Saybolt oil inspection services

No. 19 - Cotecna inspection services

No. 58 - Draft Report of the Secretary General 2004

Monetary amounts in parentheses represent waste, abuse, loss and/or mismanagement

Report
Number

Organization/
Subject

Principal Findings

1

United Nations
Office of the
Humanitarian
Coordinator for
Iraq (UNOHCY)

Procured computers, printers and vehicles that exceeded
requirements. Purchased office furniture at “exorbitant” prices.
Voice and facsimile charges were not justified ($236,893). Paid fora
communications line that was not needed ($30,000). Delayed hiring
local staff ($67,000). Failed to review and maintain vehicular log
sheets used to identify required staff reimbursements. Split purchase
orders to circumvent financial procurement limits. Paid contractor 10
percent more than the local rate. Paid higher than necessary prices
for specialized items such as medicine. Failed to identify and obtain
reimbursement for personal telephone calls. Allowed Guard
Contingent staff to take trips before they had been earned. Hired a
staff member who had a personal relationship with the supervisor.
Insured vehicles that were not operational ($5,350). Overstated
vehicles milage so they could be written off and cannibalized for
spare parts ($601,210). Issued spare vehicular parts without adequate
justification ($71,738). Failed to recover funds owed by staff who
had departed ($43,701) Had not paid or properly monitored $328,287
in outstanding obligations. Failed to properly maintain inventory
records and account for inventory ($100,994).

Office of the Iraqi
Program (OIP)/
Lloyd’s
Inspection
Services

Paid for services of inspectors who were not at their designated sites
($1.38 million). Paid for on-site verification that was not performed.
Prepared flawed contract that allowed the deployment of inspectors 3
months before humanitarian goods were imported ($1.97 million).
Failed to timely submit contract renewals. Paid an excessive daily
contractor rate. Failed to adequately supervise contractor resulting
in: 1) an “inordinate delay” in obtaining results of samples taken
from consignments; 2) a lack of independent verification to
determine the quality of medicines and vaccines; 3) a failure to
adequately verify bulk cargo weight; and (4) the release of goods
before sample results were received, despite findings that some
“goods were unfit for human consumption.”

Permanent Subcommittee on Investigations
EXHIBIT #49
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UNOHCI

Failed to provide adequate evaluation procedures for proposed,
current and completed projects. Failed to develop consistent policies
on procurement, salaries and subsistence allowances. Procured 6
diesel generators for use in an area where “diesel fuel is not readily
available” and would cost about $10 million to supply. Constructed a
health facility below ground level thus rendering it subject to
flooding.

UNOHCI

Failed to effectively use staff, resulting in 48 of 151 observers
stationed in Iraq performing administrative tasks that were
inconsistent with their duties as observers.

UNOHCI

Failed to follow financial and procurement rules including
inadequate documentation to justify purchases including the
acquisition of $566,025 in “winter items” that were of inferior
quality and excessively priced ($97,000). Obligating $414,808 to
reserve funds from a prior financial period for subsequent use in a
later financial period. Inadequate security procedures for
transporting and storing cash. Lacked formal bidding procedures for
acquisitions over $20,000. Assets could not be located ($430,000).
Paid for services in Amman, Jordan that were not used. ($61,000)
Purchased 50 tents that were “useless” and of poor quality. Failed to
monitor the use of leased vehicles that were found to be “used for
various activities not consistent with the lease agreement.”

OIP/United
Nations Guard
Contingent in Iraq
(UNGCI)

Breaches of security procedures including UN staff not responding
promptly to radio checks and contractors working on UN premises
without identification. A random radio check found that 84 of 124
staff did not timety respond.

UNOHCI

Travel authorizations were in some cases prepared after travel had
commenced. Hazard pay was not always disbursed on a regular
monthly basis but, in some cases, after two or more months. Payroll
for local staff was prepared without certified time sheets, and some
personnel were paid who had been on leave for extended periods of
time and were not entitled to be paid.

UNOHCI

Cash operations were carried out without the required approval of
the UN Controller. Cashier handled about $60,000 per month in
excess of the ceiling imposed by the UN Controller. The cashier’s
office failed to keep specific records for cash transactions. The
exchange rates used for conversion between US Dollars and Old
Iraqi Dinars were “ad-hoc” and “not based on any scientific or
logical analysis.”

UNOHCI

Failed to establish guidelines on the expenditures that could be
charged to petty cash and did not record disbursements by the petty
cash custodian.

10

UNOHCI

Failed to record the costs of individual medical evacuations, as
required. Made payment to an employee without adequate
documentation. Failed to properly account for medical inventory.
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UNOHCI

Failed to develop comprehensive project plans. Project
documentation was inconsistent and varied in quality, detail and
Jjustification.

12

UNOHCI

Failed to establish a succession plan to provide for the replacement
of key personnel. Procedures for inter-agency coordination in project
planning had not been established. Housing beneficiaries were not
identified before projects were started.

13

UNOHCI

Requisitions allowed for designating specific vendors, brand name
and model number in contravention of the UN’s competitive bidding
process. Vendor bids were not safeguarded. Data in two separate
procurement databases was not reconciled. Procurement receipt and
inspection duties were not separated.

14

or
Saybolt Oil
Inspection
Services

Failed to obtain adequate justification for contractor payments for on
site staffing ($186,238). Failed to identify overbilling for
transportation and housing accommodations ($471,000). Paid
contractor for audit visits without documentation ($270,000). Paid
contractor invoices for a survey of the Iraqi oil industry without
documentation that the survey was performed ($235,350). Let the
survey contract without evaluating the reasonableness of the
proposal. Failed to establish procedures to monitor contractor
performance. Contractor equipment costs were excessive ($1.2
million). Contractor was paid for 31 days in June, which has only 30
days. Paid the contractor for staff who were not on site and for
excess staff ($370,000). Failed to recover contractor staff’s cost for
personal telephone calls (812,150). Amended the contract to provide
computers and vehicles that had already been provided for in the
original contract ($66,800). Failed to realize cost savings by
purchasing 2 white vehicles ($10,000). Fees for experts and
transportation were excessive. Failed to recover costs for services
provided to the contractor.

15

OIP/UNGCI

UNOHCI failed to adequately coordinate budgeting, expenditure and
procurement decisions with UNGCL UNGCI failed to track whether
UN staff had received a security briefing. Failed to develop
procedures for unannounced radio checks. Emergency preparedness
guidelines lacked adequate controls.

UNOHCI

Due to inefficient processing, travel claims were not always paid in a
timely manner.

17

UNOHCI

The roles of OIP, UNOHCI and Controllers’ Office were not clearly
defined or documented resulting in “the budget process not being
effectively organized and carried out.” Internal auditing was not
adequately provided for. Budget submissions were not always
submitted in a timely manner. Financial statements did not provide
verification of expenditures and were not always audited. Interest
amounts on advanced funds were not documented and could not be
verified. Administrative offices in Amman constituted a duplication
of tasks and an unnecessary expense ($270,000). UN staff situated
outside of Iraq at a cost of $4,708,922 was not justified in budget
submissions.
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18

UNOHCI

Failed to align communications and technology staffing with
workload with 62% of staff serving 36% of clients. Did not develop
a policy for password usage for IT systems. Blocked “undesirable”
internet sites only during working hours. Security and management
procedures for email accounts and servers were inadequate. Failed
to develop procedures to recover the cost of personal telephone calls.
Failed to develop a uniform policy for the issuance of cordless
telephones.

19

orp
Cotecna
Inspection
Services

Failed to adequately oversee contractor performance. For example,
did not determine that the contractor lacked the equipment needed to
perform the inspection tasks required in the contract. Substantial
discrepancies between the goods reported as arrived and the goods
reported as inspected were not resolved. Contractor attendance
records used to justify payments were not verified. Failed to take
remedial action when it learned that the contractor was staffed at less
than the contract requirement and was not staffing all locations 24/7
as required. Inappropriately increased the per man day fee from $499
to $600. Failed to choose the most economical method to rehabilitate
camps ($700,000). Residual value of equipment was not recovered as
required ($95,000) Inappropriately added $356,000 to contract
communication and operating costs. Contract provisions failed to tie
costs to workload. Failed on several occasions to pay contractor
invoices in a timely manner ($52,067). Failed to recover from the
contractor UN-provided service costs for medical services and office
space. Failed to appoint an on site contract manager to ensure
contractor performance.

20

OIP

Failed to develop adequate expertise in procurement and contract
negotiation and development. Failed to issue guidelines to UN
agencies for amending contracts.

21

o

Failure of the Executive Director:

. to effectively integrate the Program Analysis, Monitoring
and Support Division (PAMSD) into the Office of Iragi
Programs.

. over a 3-year period to comment on or approve work plans
thus precluding the development of a strategic plan.

. to approve the PAMSD reorganization plan.

. over a 1-year period to conduct regular management
meetings.

. to reply to written communications and papers submitted by
PAMSD,

. to ensure that major policy directives were finalized ona
timely basis.

. to develop a detailed liquidation plan.

. to develop key performance indicators to assess PAMSD
operations.

Inappropriate transfer of assets to local authorities ($99 million).
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22

OIP/Department
of Economic and
Social Affairs
(DESA)

Failed to establish an adequate monitoring and evaluation system for
OIP funded projects to ensure that expenditures translated into
results. Project funds were inappropriately used for administrative
expenses ($500,000).

23

DESA

Electricity projects in Northern Iraq encountered significant delays
because of; 1) insufficient equipment specifications, 2)
ineffectiveness of the procurement process, 3) inadequate project
approach, and 4) insufficient managerial, administrative and
technical resources. “DESA should have...concluded that the project
was not feasible under the existing terms and conditions...”

24

OIP/ Treasury

OIP violated UN investment policies by exceeding the 5% of total
capital investment limit per institution for UN controlled funds. For
example, the investment limit for BNP Paribas was $60 million
while the funds on deposit were $3.37 billion. Failure to diversify
collateral funds and investments exposed the escrow account to an
unacceptable level of risk. Further, a database administrator whose
position was funded entirely by Oil-for Food funds spent over 25
percent of his time on activities that were not related to the Oil-for-
Food Program.

25

OIP/Treasury

Two days prior to the end of the oil-for food program the UN

Treasury had not:

. reconciled all approved and funded humanitarian goods and
supplies contracts against outstanding letters of credit,

. reconciled all approved and funded contracts for the UN
administrative and operational costs account against
outstanding letters of credit, or

. collateralized $2 billion in outstanding letters of credit.

Almost two years after the prior audit of the escrow account, the UN

Treasury had still not adequately diversified collateral funds, thus

continuing the exposure of the escrow account to an unacceptable

level of risk. Funds on deposit with BNP Paribas increased from 50

to 72 percent of the total funds in the account and banks with

deposits decreased from five to four. The UN Controller established
and deposited funds into a “special account” without documenting
the basis for its establishment ($390,000)

26

Centre for Human
Settlements (UN-
Habitat)

Failed to:

. adequately segregate procurement duties thus exposing the
organization to potential fraud, waste or abuse.

. evaluate the competence of contractors before awarding
them contracts.

. develop standard operating procedures for procurement.

. adequately segregate inventory responsibilities thus exposing
the organization to potential fraud, waste or abuse, and

. perform regular inventory counts.

Duplicated procurements to expedite projects, resulting in excess and

unused inventory. Paid building inspectors who provided no service

or support ($500,000).
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27

UN-Habitat

Failed to assess penalties against contractors who did not complete
their project on time. ($49,806). Failed to establish procedures to
evaluate the reasonableness of the causes cited for construction
delays. Included currency fluctuation clauses in construction
contracts even though all contracts were based on US dollars. Failed
to develop construction cost estimates that could be verified.
Contract procurement procedures lacked clear written guidelines, did
not provide for the segregation of duties and were based on
competition from an insufficient number of contractors. Overpaid
and did not collect reimbursement for unauthorized hazard pay
($45,000). Over one year after a prior audit recornmendation to
increase the security of cash management procedures, the
recommendation had not been implemented. Paid rental costs for
office equipment that exceeded the purchase price.

28

UN-Habitat

Fifty-one of sixty-seven generators were stored and not used
($670,821). Procurement documentation did not associate the
procured items with their intended project use. Twelve generators
were inappropriately converted to UN-Habitat use. ($155,138)
Extended construction contracts without evaluating contractor
performance. Overpaid contractors by failing to withhold contract
retention fees which represented a performance bond ($10,128)
Procured items without first determining whether funds were
available for obligation. Undermined the bidding process by
specifying specific brands and models. Failed to ensure timely
procurement with the average time from requisition to receipt being
16.75 months. Failed to develop a system to track the status of
procured items. Failed to adequately document the receipt of
procured items before authorizing payment.

29

UN-Habitat

Failed to implement 34 of 45 previous audit recommendations,
including not removing a currency fluctuation clause from
construction contracts ($1.7 million); continuing to pay individuals
who were not employed by or providing services to UN-Habitat
($625,519) and not justifying the need to hire 100 assistant field
engineers ($470,000). Failed to obtain approval to hire summer
students for training ($17,550). Constructed 3,200 houses that were
not occupied for extended periods because essential services, such as
water and sanitation, had not been provided.

30

UN-Habitat

The database for tracking invoices was inaccurate and incomplete.
Contract retention fees were not withheld from contractor payments
as required ($6,438). Contract retention fees of $256,420 were not
timely refunded to contractors.

31

UN-Habitat

Failed to develop a detailed strategy for the termination of
procurement activities, develop policy guidelines, document the
assignment of overall responsibilities for liquidation, prepare an
overall liquidation schedule and assess staff needs required for
liquidation.
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32

UNOHCI

Liquidation plans were incomplete. They had no “discernable
function links,” did not provide human resource requirements or
timeframes and omitted program staff. Four months after the
termination of monitoring and observation activities, 55 staff or 80
percent had not been released and their retention was not justified.
Failed to evaluate the performance of the Chief Financial Officer
before assigning him to another peacekeeping mission. It was
reported that the CFO “did not properly conduct his work
responsibilities and had poor relations with both the administrative
and Mission’s personnel.”

33

UNOHCI

Failure to establish a Liquidation Task Force caused downsizing
plans to be “independently prepared without discernable functional
links between the components.” Management reports of liquidation
progress were not clear due to the use of “ambiguous terminology.”
The Weekly Implementation Report lacked key performance
indicators needed by management to effectively monitor the
liquidation’s progress.

34

UNOHCI

The Procurement Section’s Liquidation Work-Plan lacked workload
requirements and their associated timeframes. Paid vendor $79,359
or 87 percent of the contract’s value prior to completion of the
project, in violation of the contract’s terms. Paid vendor without
receiving required documentation ($3,335) Failed to obtain
reimbursement from a contractor who was overpaid ($19,475). Paid
contractor for cleaning and maintenance services at the full rate
when over 80 percent of the work was no longer being performed
(811,356). Failed to timely terminate lease agreements ($11,500).
Paid excessive prices for communications equipment ($5,000).
Failed to monitor vehicle storage and transportation, resulting in
avoidable costs ($39,143). Failed to enter about 200 purchase orders
into the automated database.

35

UN-Habitat

Property inventory lists were not complete and accurate. The
diversion of $172,171 for generators, identified in a previous audit,
had not been corrected. Property lists did not always provide actual
equipment values thus precluding the verification of inventory value.
Failed to dispose of or repair equipment valued at $62,032, including
vehicles that had been stored for over three years. Although assets in
the 13 percent fund were valued at about $24 million and were
directed by the Secretary General to be turned over to the Coalition
Provisional Authority “for the benefit of the people of Irag,” only
$1.71 million of these assets were proposed for turnover to CPA.
($22.3 million).

36

UNOHCI

Fatled to recover overpayments and salary advances to staff
($27,146). Accounts receivable balances were not fully reconciled.
Accounts payable were overstated by $147,537.
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37

United Nations
Compensation
Commission
(UNCC)

Cites the lack of needed accounting and loss adjusting expertise to
evaluate claims and a need to improve information technology
systems. Further, the strategy of relying extensively on external
consultants to quantify losses is “seriously flawed” because UNCC
does not have the resources to effectively identify, direct and
evaluate consultants.

38

UNCC

Failed to maintain adequate documentation of the claims and
payment process. Failed to conduct quality assurance and
functionality/performance reviews of the Claim Payment and
Management System prior to implementation. Cites the need to
improve information technology management including; 1) senior
management approval of IT plans, 2) integration of the control,
documentation and quality assurance programs; 3) integration of
claim and payment data, 4) formulation of contingency plans in the
event of major data loss or hardware failures, and (5) hiring required
IT staff.

39

UNCC

Failed to develop clear criteria for evaluating contract proposals and
to involve accounting and loss adjusting expertise in assessing those
proposals.

40

UNCC

Inconsistency in applying UN regulations, rules and procedures, the
slow recruitment process, and a lack of transparency in promotion
and grading processes led to high staff turnover and low morale.
Promotion opportunities were not equitable and primarily benefitted
legal officers. Staff were graded on an arbitrary basis without regard
to their professional qualifications. Changed the responsibilities of
paralegal assistants and registry clerks without providing them with
adequate training for their new responsibilities. Newly hired staff
were not provided with the information needed to ship their personal
effects. Failed to grade secretaries at a level that would attract
qualified applicants. Did not establish a roster of job applicants.
Failed to conduct exit interviews with departing staff.

41

UNCC

Progress to implement the Integrated Database is progressing
satisfactorily but has taken longer than expected. Commends the
Information Services Section for their appropriate and effective
approach in implementing phases T and IL

42

UNCC

Current budgetary procedures comply with UN regulations, rules and
instructions.

43

UNCC

Certain governments did not promptly report 587 claim payments
valued at $1,457,484 and did not reimburse the Compensation Fund
for undistributed funds ($1,609,550). Failed to require governments
and other paying agents to provide independent audit certificates for
payments to claimants.
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44

UNCC

Failed to establish clear criteria for bids and their evaluation, and did
not evaluate consultants’ performance. Low bidders were
disqualified without being afforded an opportunity to revise their
bids ($579,107). Consultant experts’ credentials were not verified.
Additional work not called for in the consultancy contracts was
added ($2,414,857). Amounts invoiced and paid to consultants in
payment records were not consistent.

45

UNCC

Failed to follow policies for filing late claims and responding to
claim queries. Failure to establish a formal mechanism to plan and
monitor the implementation of the phase out and to develop a
document retention strategy for archival purposes. Failed to
implement a plan to assess facility and equipment requirements.

46

UNCC

Claim files were not always complete and did not always provide the
detail needed to support the accuracy of the award. Valuation scores
were not properly applied resulting in the overpayment of 3 claims
($489,108) and the underpayment of $10,061 on one claim.

47

UNCC

Failed to appropriately apply the methodology for estimating
Jordan’s camp preparation and health service costs for humanitarian
relief provided to evacuees from Kuwait and Iraq ($43.2 million)

48

UNCC

Quality control to ensure the correct application of valuation
methodologies was not independent of the Claims Processing
Division and lacked the time needed to perform the work.

49

UNCC

One claim was deemed to be excessive because Governing Council
decisions were circumvented. ($225,000) Recommended claim
amounts exceeded the amounts sought by the claimants ($20,078).
One claim was inappropriately increased after the stipulated
deadline.

50

UNCC

Internal controls to prevent employee fraud were marginal and the
risk of employee fraud was significant. Payment processing controls
were inadequate.

51

UNCC

Overpaid claimant for losses that were not adequately justified (3.6
million).

52

UNCC

Some claims had inappropriate and incorrect valuations, did not
provide for residual value, overlapped other claims and did not
provide adequate evidence. Provided compensation to Israel ($72.3
million), Egypt (EGP 4,830,701) and Iran ($7.87 million, $265,000,
$218,904 and $275,000 = $8.6 million ) without adequate
Jjustification.
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53

UNCC

Failed to properly value and verify claims, resulting in overpayments

($419,206,000) Problems included:

. overlapping claims for similar items resulting in double
compensation;

. failure to consider cost-savings;

. currency exchange errors;

. calculation errors;

. prices for compensation exceeding claimed amount;

. claim compensation based on insufficient evidence;

. inadmissible claims; and

. inconsistent application of recommended adjustments.

Failed to adequately monitor consultants’ work. Failed to provide

requested documentation to auditors. UNCC also failed to respond to

all audit recommendations and questioned OIOS authority to review

the validity of compensation awards.

54

UNCC

Inappropriate currency conversion practices resulted in
overpayments ($2,170,951). Inadequate internal controls to mitigate
the risk of overcompensation, inconsistent practices and inadequate
procedures. Failed to provide requested documentation to auditors.
UNCC also failed to respond to all audit recommendations and
questioned OIOS authority to review the validity of compensation
awards.

55

UNCC

Failed to award the “lowest replacement value in 1990” for claims
relating to high value or unique personal property, leading to
overcompensation ($860,000). Took no action against a claimant
whose claim was determined to be fraudulent. Quality assurance
checks were not fully documented. Conversion rates for claims filed
in other than US dollars were not consistently applied.

56

OIP/UNOHCI

OIP and UNOHCT failed to exercise adequate oversight over UN-
Habitat projects. Restates the findings of a prior UN-Habitat audit
and recommends intervention by OIP and UNOHCI to resolve audit
findings such as reviewing the legality of payments to local authority
personnel and formulating project selection and post-implementation
evaluation guidelines.

57

Office of Internal
Oversight
Serviees (OIOS)

Report of the Secretary-General on the activities of the Office of
Internal Oversight Services (April 4, 2002) - Provides a summary of
OIOS audit activities and provides major findings of prior audit
reports related to the oil for food program. Report concludes that
“the overall implementation rate of (OIOS) critical recommendations
has been satisfactory.”

10
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58

0OIOS

Report of the Secretary-General on the activities of the Office of
Internal Oversight Services (Draft) - “It is OIOS view that the overall
management of the (oil for food program) was not fully satisfactory.”
and “no allegations were brought to OIOS’ attention...by third
parties... of irregular activities involving {oil for food program)
personnel.” Principal areas of concern included:

. inadequate contractual management;

. poor coordination and monitoring of program activities in
northern Iraq;

. inadequate diversification of investments and banks used to
issue humanitarian letters of credit;

. failure to follow investment guidelines pertaining to escrow
account funds in the UN Treasury, and

. serious deficiencies in internal controls for the procurement

of construction contractors in northern Iraq.
Further, the UNCC had overcompensated claimants by $557 million
and failed to address recommendations relating to $553.7 million in
overcompensation.

11
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Financial Losses Resulting from Waste, Abuse or
Mismanagement Identified by OIOS Audits

Source: Permanent Subcommittee on Investigations Majority Staff Analysis of O10S Audits

Office of the Iragi Program
Audit 2

Paid for services of inspectors who were not at their designated sites
Flawed contract deployment terms

Audit 14

Inadequate justification for contractor payments for on site staffing
Overbilling for transportation and housing accommodations

Paid contractor for audit visits without documentation

Paid contractor invoices without documentation

Contractor equipment costs were excessive

Paid the contractor for staff who were not on site and for excess staff
Failed to recover contractor staff’s cost for personal telephone calls
Improper contract amendment for computers and vehicles

Failed to realize vehicular cost savings

Audit 19

Failed to choose the most economical method to rehabilitate camps
Residual value of equipment was not recovered as required

Failed to timely pay contractor invoices

Audir 21

Inappropriate transfer of assets to local authorities

Audit 25

Controller improperly established a “special account”

Subtotal

Office of the Humanitarian Coordinator in Iraq
Audit 1

Voice and facsimile charges were not justified
Communications line that was not needed

Delayed hiring local staff

Insured vehicles that were not operational

Improperly wrote off and cannibalized vehicles

Issued spare vehicular parts without adequate justification
Failed to recover funds owed by staff who had departed

Failed to properly maintain inventory records and account for inventory

Audit 5

Purchased “winter items” of inferior quality and excessively priced
Assets could not be located

Paid for services in Amman, Jordan that were not used

Permanent Subcommittee on Investigations

EXHIBIT #50

$ 1,380,000
$ 1,970,000

$ 186,238
$ 471,000
$ 270,000
$ 235350
$ 1,200,000
$ 370,000
§ 12,150
$ 66,800
$ 10,000

700,000
95,000
52,067

R

$ 99,000,000

390.000
$106,408,605

$106.4 million

236,893

30,000
67,000
5,350
601,210
71,738
43,701

100,994

R - R L A ]

97,000
430,000
61,000

&2 o
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Audit 17
Administrative offices in Amman constituted a duplication of tasks $ 270,000
Audit 34
Paid vendor without having received required documentation $ 3,335
Failed to obtain reimbursement from a contractor who was overpaid $ 19,475
Paid for cleaning and maintenance services that were not performed $ 11,356
Failed to timely terminate lease agreements $ 11,500
$
$

Paid excessive prices for communications equipment 5,000

Failure to monitor vehicle storage and transportation costs 39,143

Audit 36

Failed to recover overpayments and salary advances to staff $ 27,146
$ 2,131,841

Subtotal $ 2.1 million

Centre for Human Settlements (UN-Habitat)

Audit 26

Paid building inspectors who provided no service or support $ 500,000

Audit 27

Failed to assess penalties against contractors $ 49,806

Overpaid and did not collect reimbursement for unauthorized hazard pay $ 45,000

Audit 28

Fifty-one of sixty seven generators were stored and not used $ 670,821

Twelve generators were inappropriately converted $ 155,138

Failed to withhold contract retention fees $ 10,128

Audit 29

Currency fluctuation clauses in construction contracts $ 1,700,000

Paying individuals who were not employed by or providing services $ 625519

Not justifying the need to hire 100 assistant field engineers $§ 470,000

Failure to obtain approval to hire summer students for training $ 17,550

Audit 30

Contract retention fees were not withheld from contractor payments 3 6,438

Audit 35

Only $1.71 of $24 million were to be turned over to the CPA $ 22,300,000

26,509,400

Subtotal $ 26.5 million

United Nations Compensation Commission

Audit 43

Certain governments did not reimburse undistributed funds $ 1,609,550

Audit 44

Disqualified low bidders without an opportunity to revise their bids $ 579,107

Additional work not called for in the consultancy contracts was added $ 2,414,857

Audit 46

Overpayment of 3 claims $ 489,108

Audit 47

Improper valuation of camp preparation and health service costs $ 43,200,000

Audit 49
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Governing Council decisions were circumvented
Recommended claim amounts were exceeded

Audit 51

Overpaid claimant for losses that were not adequately justified
Audit 52

Compensation to Israel not justified

Compensation to Egypt not justified (EGP 4,830,701)
Compensation fo Iran not justified

Audit 53

Improper claims valuation and verification

Audit 54

Inappropriate currency conversion practices

Audit 55

Failure to award the “lowest replacement value in 1990”

Subtotal

Department of Economic and Social Affairs
Audit 22

Project funds were inappropriately used for administrative expenses
Subtotal

TOTAL
TOTAL (rounded)

$ 225000
$ 20,078

$ 3,600,000
$ 72,300,000
Not converted
$ 8,600,000
$ 419,206,000
$ 2,170,951

860.000

$555,274,651
$555.3 million

3 500,000
$ 500,000

$690,824,497
$690.8 million
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BBC News | Despatches | Iraq's illegal trade in oil Page 1

EIEAE NEWS

Front Page In this section
Wednesday, March 25, 1998 Published at 15:13 GMT K .
UK Historic day for East
Timor

Wordd  Despatches

Busress  |raq's illegal trade in oil
ScifT . R B

Sport

Despatches Contents

Despatches

World New:

On Air
$u44

Taﬁi!qng_f’gint The UN is tumning a blind eye to lorries smuggling oil out of lrag
The BBC has found clear evidence that lraqg is
Feedback breaking UN sanctions by exporting hundreds of
millions of dollars worth of oil across its borders
Low  into the Gulf and Turkey. Huge convoys of trucks
Graphics  and many ships carry the fuel out of Iraq where it is
H sold on the black market.
Help
Site Map  The only ofl lrag is allowed to sell is through the
oil-for-food programme, controlied by the UN. At
the moment, this is limited to $2bn every six
months, to buy food and medicine. The UN is
prepared to increase that limit, but no accountis
being taken of the illegal trade which could be
worth as much as a $1bn.

+} Our correspondent Paul Adams
The UN's Stafford has managed to get to the town of
Clary tells Paul Dohuk, on Iraq's northern border,

Adams the Kurdish — and reports on Saddam's huge
Y trade in smuggled oil.

The mountains that dwarf the Kurdish town of Dohuk
separate two worlds.

To the south, oil-rich Iraq, to the north, oil-thirsty
Turkey.

Hard against the border, a
tiny oil-metering station
links these two worlds.
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BBC News | Despatches | Iraq's illegal trade in oil Page 2

i T Iragi crude passes this way
] {image: m{m 8 | bound for Turkey and

Y beyond. This Iragi oil flow is
carefully monitored by the
UN.

A short drive away, another
kind of trade lumbers
across the mountains.

The road is black with oil.
Close to the border,
Pipeline oilis carefulty monitored  Makeshift truck-stops sell
iraqi oil products. The entire
valley seems dedicated to smuggling. This is Irag's
other pipeline.

i As many as 700 trucks

[ gm‘fn}md |5 | come this way every day
bound for Turkey, almost all

of them are carrying fuel,

most of it diesel.

Under the terms of the UN's
oil-for-food programime, this
is sanctions-busting. It's
hardly a secret.

Some of the tankers carry
The road s black with ol several thousand litres of

cheap fuel into Turkey ata
time. it is obvious to anyone standing at the side of the
road what is going on.

To getinto Iraq, drivers hand over a tonne and a half of
supplies to the Kurds who control the border.

The rest travels south into
_ Baghdad-controlied
territory. It takes place
under the noses of UN-

|| hired inspectors who
monitor the flow of
humanitarian goods.

Shipments must be
checked-off against a list
drawn up by the UN. These
inspectors have neither the
mandate nor the numbers
to condugt rigorous
searches. -

Contraband finds its way on to the streets of Dohuk.
Smuggling between iraq and Turkey is increasingly
sophisticated. The Kurds act as the middiemen. No-
one seems {o mind.

The Kurds of Iraq need all the assistance they can get.

Smyggﬁng probably helps to keep them alive. What the
iraqi government does with the profits of this operation
can only be guessed at.
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ARCADIAN 1 / MILLENIUM

R T T A S S o

FOLLOWING EAS BEEN RECEIVED THIS EVENING FROM THR CHRTRS WHICH THBY
BAVE ASRED MUST BEE KEPT STRICTLY PRIVATR AND CONFIDENTIAL AS PER THE
CONFIDENTIALITY AGREEMENT :-

STRICTLY PRIVATE & CONFIDENTIAL

Per your telephone copversation with Mr. Xhaled Shahsen regarding the
sitnation of the vessels where he hriefed you sboub the legal basis
for Jordan

& importp of Iraqi oil. The following, in ne doubn, will

explain the platform on which the ite Kingdom
of Joxdan provided Millennium with the Power uf M:totney to act on its
behalf and enter into contractual relationships with the cwnars and
1ift crude oil from Irag.

A8 atatad on numerous oceasions, nez.the: the Government of Jordan nox
M1l in any ion that is characierized as
disraputable ar lacking & legitimate cover. Although mowe media
reportd rajsed some guestiong, we vesffiym onge sgain that those
repoxts are baselese, lack legitimacy, and more impertantly driven by
jeurnalistic ssnsation.

our continucus reluctance and hssitacion to divulge more dacailﬂ abaut
the operation were due to
and

the
iomal partien, M.thaugh we
have verbally sxplaired to Odin Marine the detniln and proxies of thie
transaction, wa cennot further compromise the confidentiality of this
vperation. This has been the raison d'S8tre for our ipsistence phat
the owpera and Broker sign a confidentiality agreemeat in order to
maintain the privacy of the crude oll lifting. RAVING BAID THAT, ¥B
ARE COMPELLED TO REEMPHASIEE ONCHE AGAYN THAT THE BEAME REASONS HTILY
APPLY AND EVEN A HIGHER LEVEL OF CONFIDENTIALITY MUST EE MAINTAINED
CONSIDERING THE INPORMATION WE ARR RBOUT TO STATE.

Jordan

8 interest in and relation with Iraqi oil hes heep ongoing fox |

the paet 13 yearp and after sanctions were impesed on lrag and &
consequantly the O11 for Pood Pregram was put in place. The factp are
ag follows:

1. Aarticle 50 of the UN Charter provides a provipion for By caux:t::y
that is adversely affected by the mpoau:inn of UN sanchions
againgt another country, to appeal for a waiver from those
sanctions and maintain their dealings with the sanctioned country.

2. The Government of Jordan has invoked Article $¢ and continueg to

Memsage Conbtinuesm...
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import all of it orude oil from Irag without any interruption

|

since 1390 according to a gpecial pretecol taking place bilaterally
between the Iragi and Jordanian Governmenta rather than through the
Memorandum of Underetanding Program with the knowledge and consgant
of the UN. The fact that Jordan recaives the oil ab a disccunted
price and pays for it at it# own digoretion either Lhrough
providing Jordanian goods in return or by writing off debta

awad to Jordan by Irag only means that is saolely left to the
Jordanian Government te agree on the commercial terms with tha
Iragi Governmment and how to structure their protocold.

3. The above basz heen approved by the UN in general and by the UN
sanctiond Committas in particular; i.e. approvad in line with the
©il for Food Program though in practicsl parms it is not
harmetically governed by this Program.
although this is public information, very few parties aye aware of
it and it is of great {mportanca to Jordan and other concerned
parties not to highlight these facts.

4, Daspite the fact that United States Laws prevent tha Us from
praviding foreign aid to any sountry that does nok comply with
sanctions against Irag, the US Adminietratien routinely waives
sanctions in order to provide sid to Jordan, the third largestk
recipianr of US fareign aid, with the approval aof the United States
[« - This undoubbedly 4 the full & of
bath the Executive and legislative branches of ths United Statas
Government of Jordan

s exemption ragarding the {mportation of Iraqi
crude oil and {ts approval of the ppecial arrangements between the
JIzagi and Jordanian Goverpmentm.

A1l thege facts are available for the concernsd partiem to retrievs in
Washington DO and are cantained in a report igsued by the Foreign
Affairs, Defenge, and Trade Divimion of the Congressional Research
Service at the Library of Congress and can be obtained through them
direatly using the Order Coda IB52117. For your casy raferencs, we
will fax a copy of the page of the above mentiocned rapert thab
concerns Jordan and calks about ths same subject,

In conelusion, Jordan has a blanket cover fxom the (N and astam
approval for contimyous importation of Iragl crude oil directly and
according to whatever comtercial and other terms they may agree on
with the Iragi Govermmenk and in ling with ON regulations and in
particular sanctions impesed on Irag. Lifting places ave amongst
other thinge laft to Jordan and Irag te decide on.

Based on all tha above, the Jordanian Government through the Miniptry
of Energy and Mineral resources, which ie reapengible For all oil
related issues, empowered Millennium te conduct this transaction on
their behalf as alresady provided to Brokers/Owners in February 2003.

Finally, those are the werits of the special arrangements we have been
referring to all along. All actions taken en the greund zecently,
including but net limited co, tha gafe passage of the vessels going in
and out loaded with Iragi ezude oil are a raflestion of the legitimaay
o our transactlon bagsd on all the facts stated above.

We hope we made all the facts clear and available to pll parties =

concarmed. Once again we reiterate the impertance of maintsining the -
caniid@nﬁin}.ity of thia matter for raagons already explained to odin
Marine.,

Best Regards

Aled M. Sykhon

Vice preaident & Assistant to the Chairman
Shaheen Business & Investment Group

BRI ———————

Fax: ouiaguNi

Mobile: EEIREERNEAGE:

REGARDS

Messuge Continues,. .,
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the reasaps for this reglonsl revistance aro digoussed hefsw, Ser algo ORS ReporsRLIC4T2.
Traq: Oikfor-Faud Program

Jordan, Sinoe 1992, and fespite Jordwn‘s scouomic depsndence on Irag, tha Unjred
Seates has comsidercd Jordan's compliapce With the YN, agpotions regims an Irag
syafactary, even though Jordan, under Hunc\u sad hit sqc.cmnr. Klng Abdullad,
advocnlzs U.S, engagement wtsBaskdcd ba innmsinaw vooal it advocering
easing of. b “mkas
notaof? Jordan's nsas nt‘dhmunled Trmgtoft und il y;'edum. Wbinh ir exchanged for
Joranipn gnods (3pproved under 1o oil-for-food propmim) and write-downg ip Iragl debe to
Jordun. Thix rintonship wag enewed In Novembar 2000 sty kvnx of abiput $450 miflion
forthe year, which feansitas ints sbout 105,000 baresls por duy of Irag oll expergi s Jazdan.
Every yoar skune FY 1994, fercign aid sy tions Jaws (P,L. 183-47, PL. 103-306, P.L.
(04-107, P.L, 194-208, P 105118, P.L, 105:277, P.L, 106-113, snd P.L, !06429). have
denied U.S. 5 to pny country (it doas 0ot comply with the sanctjons sgainst Irgq, though
thess Jzwr do nat mention Jordan specifically. The Admisistrarion s reutinely walved
ssnctons Iy erdet ta peovide 2id to Jopdan, lhey“ 9. ally in the Middie Sst pease process,

and Cangrets has not objested to St waiver,

NO. 238 P.5

e = Redacted by the Permanent

Subcommittee on Investigations

oo CIETEEE 2000, Jordan dismissed Lloyd's Imernasianpd oz e rols a mxpccmr of

goods bound for Irsq aod arriving i Jordun at tho port of Aqabn, & wole sophrined iy
agresment botwean Jordan and the United Statex in 1893, Since Saptember 2000, Jardan \ms
plia bacome increasingly botd it seading Hights o !nq, mnludmg ﬂ\ua enerying salie?
supplion, afficisls, snd even paying 0, 2000). of Slate
Powell has pressed Tordan not to procesd with 6 planned “fm trpde mmmt" with g
that, sorme foar, copld increase the flow of gnegproved oiviliss goods o elthough
virtaally 2l trade with Iiaq fs, in precdee, duty fice, (Seo CKS Tusys BricfIRO30RS, Jorvan:
U8, Relations gnd Bilateral Isusy),

Turkey. Turkey sstinates Biat it bag lote §35 billion be n result of the sancrions. The
“Turkish govenunent aow ragvlates and txer e iliclt Dnpornran of ghout 5200 mx}ﬁanye:
yeor in Il energy products by Turkish truek drivass (nbont 450 Bmcla per day) returming
fromIrag, U3 sungions againgt Trkisy for this m: ave rousinely bean walved, Jo April
2000, Tray snd Torksy twelve fold, to about $2.5
h.mm sm Yooz, roughiy preava levels. !nMuy 2903, 1afl sexvios batwesh Lusg and Tarkey

Irap/Paralan Guif States/Smugqling, In enforeing tha embsrgo, two ULS, ships
lesd & Multinationl Interdittioy Foree (MIF) that conducrs manitime searohcs in the Presian
Gulf vo prevent the sranggling of ofl and eshec bgh-vajue axnuyts. The United Staies hus
asserted that Ima's Revolntionney Churd has been helping Irag smugale out the ofl exports
in sxchanpe for “profection fecs,” sithough Tran did stop some [THedt shiprmeats in Masch,
Apﬂkmdmmmlnhmm.emhgamaﬂ S, pralse. Deapite thess excepritns, Iran's
caopemarion helped Iraq"s Miek enpartation resch # high in mid-2000 ofabayr $80 million per
ronth, and Iaq eoptitedly 2 net of shout $600 milfion for all 672000, according o
British mﬂmaﬂ'mh. It should he noted hat Jroq racelver only halfthe export vatus after
Eiyhg off fragfon Ravalutiopary Guards and smWgglexs, Jraq epealy statod in July 2000 that

it 16 export "euns” (mmgsl-d) ollpraduats, The U, Amb:mﬁurblhs VAR

CRS-11

wussmecwmsmeves Eid Of MeSBAGE ~r-vevamou LTS
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From: "Millennium <jsayegh@ebigholdings.coms

To: <MHR@odLngroup.coms

Subject: Conference call

Date: Tus, 25 Feb 2003 20:30:1§ 40200

Message-Id: <FClLB75CEBDORS847H213148B8RE7EDGBDIIFIGhamall  sbig.cons

God day Micahel .

Raference iz made to the cenfarance call that jusr toolk piace bebween
Mr. Khaled Shahesn, your good self, Mr. David Young, in the presence
of .

Mr. Ahed Sukhon and myself. The following was agreed o in the
caonference @alle

1. All chartered vessels coming into Khawr Amaya to provide tha i
Naval check pn:.m: with the name of the wessel, nams of Chartarer, and
name of loading port. This compunication to take place between the
Magter of the concermed vessel and whishevar UN Naval ship on duty in
rha vicinicy.

2, Upon completion of loading and while approaching khe UN Naval
check point, tha Master to contact the UN Naval nhlp en duty at that
time and give them all the details including quancity loaded, nawme of
Charterer, the terminal of loading and than geb the necessary

clearance

aocordingly.

3. At anchorage, Master will contact Comvander ¥ayxry French and gst
the NO OBJECTION message from him. Mr. Young of odin Marine to
wontack

Commander French ag well in order ro vexify and confirm the
communication between ths Magtsr and Commander French, Mr. Young will
seek the NO OBJECTION messkgs in the text and forwmat agrxeed betwsen
us.

4. It is worthwhile noting the fcllowing:

A, It had been pagsed on to Charterers that Commander French has
been showered by various faxes and e-maile from the Owners. Rindly

agk
all Owners to refrain fzom doing so.
B. Mr. Young and the ghip Master are the only parties entitled to

contact Commander French.

c. The message that ghould ba ment by sither the ship master or Mz.
Youny is the following: "We are leading crude oil from the terminal at
Xhaur Ammys for Millemnjum; do you have any cbjectiont? It is very
advantageous thart My. Young served in the Coaspk Guard as he can ralate
to and understand the situation and hcw officars feel uncomfortable
about going v icaticns

I am very happy that we have reached a ptage where wa can go back to
concentrate on the buginssgs ar hand and everyons ohrains the comto:t
they seek.

tharterers kindly aak the Brokers as well a5 OwneXs Lo rafrain :rcm
giving any statemants to the media a3 it only adds more fuel to
cuzTenl

eiruation. All parties concexned {Charterers, Owners, Brokers) should
aémply state that they have signed a confidentiality agreement and
they

are bound by it.

Received: from MATL.sbig.com {[184.165.153.115])

Mepaage Continuas...
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JON-12-1999 B1:41P FROM:Howard Jaffe, ESD NMSENNINE holz . % Piisy
Page | of |

Subji,  Milienium Purchase for Governmentof Jordan. i S Rbed“c‘c‘? by the Permanent
Date: /412003 3:55:13 PM Eastern Standard Time Abcommitice on Investigations
From: HJaffeESQ

To: Mrichards@Odin.com

Dear Michael: | called the U.8.Commerce Department to ascertain their position on Millenium's
charter aclivities and carriage of lraqi oil to Jordan's port for the Jordanian government, | was
referred to Share Lustenow at the Office of the Middle East at 202 482 4442, The number |
had called at Commerce was for the promotion not restriction on trade. Ms. Lustenow referred
me to The Office of Foreign Assets Control of the Treasury Department (website
www.treas.govfofac) and referred me to Ms. Amy Schedlebauer (pronounced Shuttlebauer) or
Me. Susan Sierra at 202 822 2480. | explained the situation to Ms Schediebauer including the
fact that the Charter Parly required compliance with UN and International Law and that the
Owners could be advised to call a default and cease performance. She responded that she
would have to get back to me. She called back in about 2 hours and said that her office was
"AWARE OF THE SHIPMENTS AND HAS DETERMINED NOT TO TAKE AGTION". She did
not add "at this time”. | noted that a further shipment was sought by Millenenium and did she
have any advice on that. She repeated the quoted response and would say no more. | asked
her to contact me if there was any change in position as my client's wished to act in the best
interests of the U.8, it appears that they do not want to harm Jordan by interfering with its
quest for oll before the impending conflict by seizing it. Let us discuss this further with Even.
Regards, Howard
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Supplementary Submission Page 1of 5 US Senate Sub Committee on Investigations

SUPPLEMENTARY SUBMISSION
OF
ARTHUR VENTHAM

Former Inspector - Cotecna Inspections S.A.

SUPPLEMENTARY SUBMISSION INTO COTECNA INSPECTIONS
S.A.

OIL. FOR FOOD PROGRAM

IRAQ

Permanent Subcommittee on Investigations
EXHIBIT #55
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Introduction:
Mr. Chairman and Members of the Subcommittee:

At your request, | appeared before the esteemed Subcommittee on Tuesday 15M
February 2005 and gave testimony, under oath, as to my experiences as an
Inspector with Cotecna Inspections S.A., the independent inspection and
authentication contractor for the United Nations "Oil For Food” Program. Also on
that Panel was Mr. Robert Massey, Chief Executive of Cotecna Inspections S.A.

At the conclusion of the Panel, Mr. Robert Massey made some derogatory
comments in relation to my appearance and the fact that | was a “disgruntled
former employee” who had been dismissed from the Mission.

Mr. Chairman, | respect the right of Mr. Massey to make comments fo the
Subcommittee however, | would like to put before the Subcommittee the true
facts in relation to my employment and resignation from Cotecna Inspections
S.A.

Response to Comments Made:

| would like to start by saying that my intent for testifying before the
Subcommittee was not motivated by ill-feelings towards Cotecna Inspections
S.A. In fact, | began my testimony at the hearing by pointing out that “I am here at
your request to testify about my experiences as an inspector.” In addition, 1
emphasized that “my intent is not to denigrate my fellow inspectors employed at
Cotecna Inspections but to provide insight into what occurred on the ground in
Iraq.” | want to make clear by emphasizing again that | came at the request of the
Subcommittee with the intent and purpose of sharing my experiences and simply
providing insight into what occurred on the ground in Iraq as an inspector.

Since appearing before the Subcommittee | have read where Cotecna
Inspections S.A. stated that:

a. | was dismissed from the Mission because | was undisciplined,
argumentative and not a team player; and my contract was not reviewed
because of my inability to perform;

b. 1 resigned from the Mission because | was refused a pay raise, demoted
and transferred from Zakho lIraq to Aqaba Jordan; and finally

C. My testimony at the hearing was absurd and unsubstantiated.

None of the above are correct, in fact both the Team Leader and Deputy Team
Leader have stated that:

Romilo Obra — Team Leader — Iskenderun and Zakho:
. Arthur is a very dedicated and hard working individual who gives of himself
more than 100% effort at all times, regardless of the situation or amount of

stress, anxiety or confusion that may arise.

L He is a natural leader, who is able to implement the aims and objectives of
the organisation with little or no recourse from his Managers or staff.

. His administrative and organisational skills are of a very high calibre as are
his financial and auditing skilis.



437

. He is able to communicate effectively with people from a variety of cultures
and backgrounds and is mindful of the various different ethnic cultures and
nuances associated with different nationalities and is able to build rapport
with international staff at all times.

= Arthur is an honest and dedicated member of our team and is always
prepared to go the extra mile when needed to ensure that timeframes and
deadlines need to be met.

Ron Neufeld - Deputy Team Leader — Iskenderun and Zakho:

= Arthur's professionalism and wide variety of skills, combined with very
positive “can do” attitude, were all welcomed assets to the team. A few
months after our arrival, the Team Leader and | had occasion to decide
which team member should be promoted to the vacant position of Assistant
Deputy Team Leader. Without much discussion, we quickly discovered
that we were both of the opinion that Arthur was the obvious choice.
Neediess to say, Arthur's appointment to the position proceeded rapidly.

. Shortly thereafter, | was the Acting Team Leader for a period of approx 2
months, with Arthur as my Acting Deputy. During this period in particular, |
needed to rely on Arthur assistance extensively, and did so without
hesitation. He performed far above expectations, doing all that | required of
him no matter what it was, plus took care of other matters on his own
initiative while keeping me informed of his actions in a timely manner.

* | consider myself extremely fortunate to have had a person of Arthur's
calibre as the sole other member of the management team during this
period. | would not hesitate to work with him again, and also do not
hesitate to recommend him to any possible employer on the highest
possible terms.

The above comments were provided in written references during my time with the
Mission and as recently as one month ago and are indicative of the commitment
and professionalism that | took to Cotecna Inspections S.A. during my time in
Irag.

Whilst it is true that | was removed from Zakho to Aqaba it was not for any other
reason than a personality conflict with the Human Resource Manager at that
time, namely Mr. Joe Saliba.

With regard to the comment made that | resigned because | was refused a pay
raise is quite extraordinary as just prior to this event, in July or August 2003, |
received a letter from Mr. Andre Pruniaux stating that:

a. I was being given a $300.00 per month pay raise;

b.  That Cotecna were extremely pleased with my attitude and commitment to
the Mission; and

c.  They were extremely happy with my performance as Site Leader at Zakho
during “these difficult times”.

My work ethic and commitment to the job at hand has always been a professional
one where | have endeavoured to perform above expectations, as many of my
previous employers will testify to.
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During my time with the Mission | made many friends from various countries and
those friendships were based on mutual respect for a job well done. The majority
of Inspectors were dedicated and hard working individuals who took pride in their
work and who gave 100% effort at all times. Unfortunately there were one or two
that let the side down and these tended to be favoured by Cotecna for positions
as Team Leader and Deputy Team Leader at one site in particular.

| enjoyed my time with the Mission and worked diligently to ensure that the job
was done as professionally as it could be by providing training to staff whenever
appropriate and looking after the interests of staff during times of anxiety and
stress.

if the above is deemed to be “undisciplined”, “argumentative” and “not a team
player” then | plead guilty.

Reasons for Resignation:
My reasons for resigning from the Mission were as follows:

= In June 2003 | was approached by an Australian political party and asked if
| was interested in being their nomination for the Australian Senate at the
next Federal Election, which was to be held in 2004.

After discussing it with my family | accepted the nomination and was
formally notified by the party in August 2003 that | was their Senate
Candidate for the 2004 election.

= In July 2003 | conducted an investigation into a missing consignment of
power house equipment valued at US$2.0 million (+) that was claimed to
have been imported into Iraq during the hostilities when no Customs or
Cotecna staff were present.
After conducting my investigation | was unconvinced that the shipment had
in fact been delivered and consequently refused to sign off the Comm: for
authentication despite a request from the OIP to do so. | believe that my
refusal to comply with this request upset Cotecna Management (not Team
Leader) and was the beginning of the end.

. In September 2003 | was approached by staff at Zakho who were
concerned about their security whilst working in Zakho, in particular the
insurance coverage provided by Cotecna.

After discussing this with Romilo Obra, and after he gave me permission, |
wrote to Cotecna (copy to Romilo) asking for clarification of the insurance
coverage as well as requesting an allowance for working in a dangerous
area (as lraq was quickly becoming).

The outcome of this letter was that Inspectors were granted a $30.00 per
day “Security Allowance” as well as a confirmation from Cotecna that the
insurance coverage was valid whilst working in Irag, even though there was
civil unrest.

. Late in September 2003 Romilo Obra attended a Team Leaders meeting in
Amman Jordan where he was told that | was to be removed from the site
for the following reasons:

V' Itwas felt that he was unable to control me as | was sending letters to
Cotecna without his knowledge. When he told them that he saw
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everything that | sent they stated that there was no record of me
sending it to him. It did not show on the emails because | included
him as a Bcc recipient.

v That | was “acting” more like a Team Leader than an Inspector or
ADTL; and

v They were concerned that my Customs qualifications, experience and
knowledge were far in excess of what they really required in an
Inspector’s role.

- When | was moved from Zakho to Agaba | spent the next three days either
on the beach, shopping in town, in my room watching TV or on the
computer. There was no work to be done even though | volunteered to do
whatever there was to be done.

As aresult of all the above | spoke to my wife and decided that:

1. Helt guilty receiving over US$4500.00 per month and not doing anything for
it; and

2. lcould not continue in Mission if | was not doing something constructive.

Consequently | resigned from the Mission and flew home in early October 2003.

Arthur W, Ventham reo msa aFamM cD
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January 14, 2005
To Whom It May Concern:
RE: Personal Reference — Arthur Ventham

1 had the pleasure of living and working along side of Arthur while we were both under contract to Cotecna
Inspections S.A. of Geneva which had been contracted by the United Nations as an independent Inspection
Agency providing authentication and verification of arrival to Iraq of goods and services under the “Oil for
Food Program”.

1 worked closely with Arthur while I was Deputy Team Leader of the Inspection Team deployed to Turkey
after the war for a period of approximately 8 or 9 months. Due to the nature of the deployment, the multi-
national team members constantly lived, worked and socialized together as a unit.

Working in a foreign seaport where the vast majority of the residents spoke only Turkish and not
accustomed to seeing “outsiders” in their midst presented daily challenges to maintain a fully functional
operational environment. Even more challenging was the need to ensure harmonious interpersonal
relations among this highly diverse multi-cultural team living and working together full-time for months at
a time under very challenging conditions. Team size varied from approx 16 — 20 professionals, many from
Eastern Europe, South East Asia and Africa. Arthur functioned very well in this environment, and always
acted in an appropriate manner when dealing with other team members and the local community.

Arthur’s professionalism and wide variety of skills, combined with very positive “can do” attitude, were all
welcomed assets to the team, A few months after our arrival, the Team Leader and 1 had occasion to
decide which team member should be promoted to the vacant position of Assistant Deputy Team Leader.
Without much discussion, we quickly discovered that we were both of the opinion that Arthur was the
obvious choice. Needless to say, Arthur’s appointment to the position proceeded rapidly.

Shortly thereafter, I was the Acting Team Leader for a period of approx 2 months, with Arthur as my
Acting Deputy. During this period in particular, I needed to rely on Arthur assistance extensively, and did
so without hesitation. He performed far above expectations, doing all that I required of him no matter what
it was, plus took care of other matters on his own initiative while keeping me informed of his actions in a
timely manner.

I consider myself extremely fortunate to have had a person of Arthur’s caliber as the sole other member of
the management team during this period. 1 would not hesitate to work with him again, and also do not
hesitate to recommend him to any possible employer on the highest possible terms.

If there is any further information I can provide, please do not hesitate to contact me.

Ron Neufeld
Saskatoon Canada
rineufeld@yahoo.ca

Permanent Subcomumittee on Investigations

EXHIBIT #56
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Responses to Supplemental Questions for the Record
of
JOSEPH A. CHRISTOFF
Director — International Affairs & Trade
Governmental Accountability Office

According to the State Department, Iraq's estimated annual military expenditures
averaged more than $18.8 billion between 1980 and 1990 (in constant 2001 dollars) but
dropped after sanctions were imposed in 1991.' From 1995 to 2002, military
expenditures remained flat, averaging an estimated $1.4 billion annually. In September
2004, the Central Intelligence Agency's Iraq Survey Group (ISG), headed by Charles
Duelfer, estimated that the budget for the Military Industrialization Commission (MIC)
had increased from $7.8 million in 1996 to $350 million in 2002." GAO was asked the

following questions:

(1) Are the two estimates consistent? Please explain how and the extent to which the

two estimates can be reconciled.

State's estimate is for Iraq’s total military spending. The estimate includes salaries and
pensions; unit maintenance and training; military equipment and repairs; weapons and
equipment procurement; and construction. The estimate was developed annually based
on information obtained from sources, such as the International Monetary Fund and the
Central Intelligence Agency. However, according to State, estimating Iraq’s military
expenditures based on these sources was difficult and subject to underestimation.

The ISG estimate is for the MIC budget. According to the ISG report, the MIC was
established in 1987 and was directly subordinate to the office of the presidency. It
oversaw Iraq’s military and industrial infrastructure, including chemical and biological
agents and missile delivery systems. The MIC budget estimate included procurement of
prohibited items for the military and other ministries, operations of front companies that
procured illicit goods, salaries of MIC employees, and construction of training centers,
The budget data in the ISG report are derived from an interview with a high-level MIC
official, limiting the ISG assessment to the perspective of this individual. Moreover,

because the State and ISG estimates are not itemized it is unclear if the MIC budget or

'GAQ, Weapons of Mass Destruction: U.N. Confronts Significant Challenges in Implementing Sanctions against Irag,
GAOQ-02-625 (Washington, D.C.: May 23, 2002).

*Central Intelligence Agency, Comp_rehensive Report of the Special Advisor to the DCI on Irag's WMD, (Washington,

D.C.: Sept. 30, 2004).
Permanent Subcommittee on Investigations
EXHIBIT #57
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parts of its budget could be components of the total military expenditures estimated by
State. As a result, we cannot determine whether the two estimates are consistent or the

extent to which they can be reconciled.

(2) If possible, please identify the source of income for the increase in the MIC budget
as identified in the Duelfer Report.

According to the ISG report, the primary sources for the increase in the MIC budget
between 1996 and 2002 were the revenue generated by oil smuggling, including trade
with Jordan and Turkey outside the Oil for Food program, and illicit surcharges on oil
sales. In addition, the ISG reported that MIC covered its operating costs with revenues
from front companies that were formed to bypass UN sanctions and supply the Iragi

government with prohibited conventional weapons and dual-use materials.
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