Annex D
Iraq Economic Data (1989-2003)

Under the rule of Saddam, economic data were
considered state secrets; thus, reliable data for the era
was limited. According to the Economist Intelligence
Unit data (see Figure 6), Iraq’s GDP stood at roughly
$38 billion in 1989, measured in constant 2003 dol-
lars. From 1990 until Saddam accepted the terms and
conditions of UN Resolution 986 in 1996 the GDP

in Iraq remained at less than 30 percent of the 1989
value. In the 1996 to 2002 period, the data shows a
gradual recovery as GDP increased from $10.6 billion
in 1996 to $33 billion in 2000 before dropping back
to $29 billion in 2001.

Per capita GDP during the period followed the
downward trend seen in overall GDP. GDP per capita
went from approximately $2304 in 1989 to $938 in
1990. From 1991 until 1996 per capita GDP never
rose above $507. During this period income inequal-
ity was a problem as the wealth was concentrated in
the hands of Regime loyalists and traders while most
Iraqis subsisted on much less income.

In comparison to the estimates in Figure 6, the CBI
published a statistical bulletin with GDP data in cur-
rent prices (Figure 7). The data used in figure 7 were
acquired in 2004 at the CBI. It should be noted that
the validity or reliability of the data is unknown.

Because of the lack of specific economic data, it is
difficult to disaggregate the Iraq GDP into sectors.

It is estimated that in 1989 (Figure 8) oil comprised
approximately 61 percent of the economy. However,
following the invasion of Kuwait and sanctions on the
oil exports, this steadily declined until 1996 when the
UN OFF program allowed Iraq to resume controlled
export of oil using UN approved contracts. The Agri-
cultural sector of the GDP, although larger than some
neighboring states, was quite small when compared to
oil and services. Iraq’s fertile agricultural land covers
about one-fifth of its territory and has allowed Iraq to
sustain a noteworthy agricultural system that is based
mostly on barley and dates.

Sources of Revenue

Iraq’s oil development began in 1901. The Iraq
National Oil Company (INOC) was formed in 1964,
and with Iraqi oil nationalization between 1972 and
1975, INOC took over from the international oil com-
panies previously running the country’s oil industry.
In 1987, INOC was dissolved and merged with the
MoO. Before the Gulf War, oil accounted for more
than 60 percent of the country’s GDP and 95 per-
cent of foreign currency earnings. Following Iraq’s
invasion of Kuwait in 1990 and the embargo on
Iraqi oil exports, Iraqi oil production fell to 10 per-
cent of its prewar level from 3.5 million barrels per
day in July 1990 (Figure 9) to around 350,000 bar-
rels per day in July 1991. UN-approved oil exports
began in December 1996 after Iraq finally accepted
UNSCR 986 (passed in April 1995). However, Iraq’s
oil sector continued to suffer from years of poor oil
reservoir management; corrosion problems at various
oil facilities; deterioration of water injection facilities;
lack of spare parts, materials, equipment, and damage
to oil storage and pumping facilities.

Unlike most Gulf States, Iraq has considerable
agricultural potential. About 12 percent of its land
is arable, of which 4 percent is irrigated. Another

9 percent is suitable for grazing and 3 percent is
Jorested. However, during Saddam’s reign, Iraq did
not effectively use its agricultural potential. Under
the Ba’ath party, activity in the food and agriculture
sectors of the economy continued to decline. Govern-
ment expenditures on agriculture dropped from 18
percent of total government expenditures in 1976 to
less than 10 percent in 1980 and continued to decline
during the Iran-Iraq war. Under Saddam, as a result
of drought, lack of inputs, poor methods and weak
administration, Iraq was unable to achieve agricultural
production levels near its potential. Following the first
Gulf war, the irrigation systems fell into disrepair and
much of the irrigated cropland in central and southern
Iraq was badly damaged by salinization. Rapid popu-
lation growth during the past three decades, coupled
with limited arable land and an overall stagnation in
agricultural production has steadily increased Iraq’s
dependence on imports to meet domestic food needs.
By 2002, under the UN OFF program, between 80
percent and 100 percent of Iraq’s food staples were
imported. However, Iraq remained self-sufficient in
fruits and vegetables.
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Iraq Economic Growth
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Figure 6. Estimated GDP/real GDP in 2003 USD.
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Figure 7. GDP in current prices.
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Figure 8. Sectoral
composition of Iraq’s GDP,
1989.
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Figure 9. Iraq oil production,
1988-2003.

— Production

209



Industrial Diversification and Manufacturing

Industrial development, diversification and manufac-
turing have gone through numerous phases in Iraq.
In the mid-1970s a strong emphasis was placed on
import substitution and the government established
food-processing industries in smaller towns through-
out the country. However, the main focus of devel-
opment was on the petroleum sector, and refining,
natural gas processing and some part of supplies for
the industry developed in Basra and Kirkuk. The
cement and building supplies industry also expanded
rapidly. By the late 1970s the emphasis in develop-
ment planning shifted toward heavy industry and
diversification away from oil. Iron and steel pro-
duction was set up with French assistance at Khor
al-Zubair and the defense industrial sector received a
high priority. However, objectives were ill defined and
the economy’s concentration on oil was never chal-
lenged. Inevitably, as with all other segments of the
economy, manufacturing and industrial diversification
was scaled down when the Iran-Iraq war began and
never recovered.

Foreign Debt

Iraq’s indebtedness has been the result primarily of
the war with Iran. Iraq traditionally had been free of
foreign debt and had accumulated foreign reserves
that reached $35 billion by 1980. These reserves were
exhausted in the early stages of the war with Iran. It is
estimated that from 1980 to 1989 Iraq’s arms pur-
chases alone totaled $54.7 billion. Following the war,
Iraq was faced with the dilemma of paying off short-
term debts to western creditors estimated between
$35 to 45 billion at high interest rates. However,

the Regime resisted western attempts through the
International Monetary Fund (IMF) and World Bank
to reschedule the debt primarily because Baghdad
believed it could negotiate more favorable terms deal-
ing with countries bilaterally.

Iraq’s foreign debt was comprised of western credit
provided for military assistance, development finance
and export guarantees. This assistance has been

estimated at $35 billion in principal. The former
Soviet Union and Russia also provided loans to Iraq
via the Paris Club during the 1980s and 1990s for the
development and production of military programs
(Figure 10). Gulf States such as Saudi Arabia, Kuwait
and the United Arab Emirates provided an additional
$30 to 40 billion in financing to fight Iran (Figure

11). Although the Gulf States considered the financial
support provided to Iraq to be a loan, Iraq believed
that the Gulf States were required to provide help to
Iraq in its fight to prevent the spread of radical Iranian
fundamentalism.

In addition to the money borrowed by Iraq during the
1980s, Iraq has had compensation claims made for
reparations of damage inflicted during the invasion
and occupation of Kuwait during 1990 and 1991.

The United Nations Compensation Commission
(UNCC) was responsible for processing and collect-
ing such claims as authorized by UNSCR 692. The
OFF program provided that 30 percent of Iraq’s oil
sales would be used to settle compensation claims
authorized by the UNCC. This figure was reduced to
25 percent in December 2000 and was set at 5 percent
when oil exports resumed after OIF. As of 7 May
2004, claims totaling $266 billion have been adjudi-
cated and claims worth $48 billion have been awarded
by the UNCC. Additional claims worth $83 billion
need to be resolved.

Another source of potential financial obligations
accrued by Iraq since 1990 were contracts signed with
countries such as Russia, UAE, Egypt, China, France,
and the Netherlands mainly in the energy and tele-
communications sectors. Because of UN Sanctions
during the period, the contracts were not executed. It
is uncertain if these contracts will be honored in the
future.

Iraq’s total foreign debt compared to GDP from
1989 until 2003 was not sustainable (Figure 12).
Iraq was borrowing much faster than it was produc-
ing for over a decade (see Figure 13).
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Figure 10. Iraq’s Paris Club

. Iraq Debt: Paris Club Creditors 2004 (Millions USD)
creditors.
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Figure 11. Iraq’s major

creditors (non-Paris Club). Iraq Debt: Non-Paris Club Creditors 2004 (Millions USD)
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Figure 12. Foreign debt,
1989-2003.

O Total Foreign Debt
(current USD millions)

B GDP (2003 USD millions)

Figure 13. Iraq public debt
(Central Bank of Iraq 2004,).
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Balance of Payments/Exchange Rates

The Balance of Payments (BoP) is an account of

all transactions between one country and all other
countries—transactions that are measured in terms of
receipts and payments. From the US perspective, a
receipt represents any dollars flowing into the country
or any transaction that require the exchange of foreign
currency into dollars. A payment represents dollars
flowing out of the country or any transaction that
requires the conversion of dollars into some other cur-
rency. The CBI Department of Research and Statistics
provided statistics on Iraq’s Balance of Payments,
which are summarized (Figures 14 and 15).

Exchange rates are important during these transac-
tions because they represent the linkage between

one country and its partners in the global economy.
Exchange rates affect the relative price of goods being
traded (exports and imports), the valuation of assets,
and the yield on those assets. The CBI pegged its
official rate between $3 to 3.38 per dinar in the 1970s.
The last official exchange rate of $3.11 per dinar

was set in 1982. During the 1970s the official and
market rates generally corresponded and by 1980 the
country had $35 billion in foreign exchange reserves.
Because of the war with Iran that figure had fallen to
$2 billion by 1987. The currency depreciated rap-
idly in the unofficial market during the Iraq-Iran war
and after the first Gulf War the pace of depreciation
increased further. During 1997 to 2003, the exchange
rate fluctuated between 1500 -2000ID per $1 and
was fairly steady at about 1950 ID to $1 in recent
years. Although the Regime did not alter the official
exchange rate after 1983, it acknowledged the rate
differential in 1999 by allowing state run banks to
exchange hard currency at the rate of 2000 ID to
$1. According to the statistical bulletin published by
CBI (Figure 16) the numbers projected by sources
in the US are consistent, with numbers reported
internally. It is important to note that the validity
and reliability of the data provided by CBI has not
yet been evaluated.

Employment

Iraq’s economy suffered from under-employment,
an economic affliction that was typical of oil-based
economies. Iraq’s oil sector historically generated
about 60 percent of Iraq’s GDP, but only employed
two to three percent of Iraq’s labor force. Unem-
ployment has risen significantly during the period
of 1988-2003. Unemployment in Iraq during 2003
was estimated to be around 28 percent of the labor
Jorce. Some 40 percent of the employed are estimated
to work in the public sector, many in marginalized
economic activities, in difficult conditions, and for
minimal pay. Women represent about 52 percent of
Iraq’s population, but constitute only 23 percent of the
formal workforce, mostly as middle level profession-
als in the public and service sectors and in rural areas
as seasonal agricultural workers.

Over the long run, labor markets are affected by
demographics, changes in productivity and the rate
of growth in potential output. In the short run, these
markets will reflect volatility in the level of economic
activity. The unemployment rate in Iraq represents
the ratio of those actively seeking work and the total
number of people in the labor force. Iraq’s economy
was powered mainly by state run centrally controlled
government entities. Although Saddam did encour-
age privatization during the 1980s, this was not suc-
cessful because of the continuing conflicts and lack
of financing and support for private business owners
in Iraq.

Social Conditions and Indicators

Following the war with Iran in 1988, Iraq was
ranked 50th out of 130 countries on the 1990 UNDP
Human Development Index (HDI). This index
measures national achievements in health, education,
and per capita GDP. Iraq was close to the top of the
“medium human development” category, a reflection
of the Government’s continued investment in basic
social services. By 1995, Iraq had declined to 106th
out of 174 countries and by 2000 it had plummeted
to 126th, falling behind Bolivia, Egypt, Mongolia
and Gabon and close to the bottom of the “medium
human development” category.
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Figure 14. Balance of

payments: overall balance.
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Figure 15. Balance of payments.
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Figure 16. Exchange rate
IDgUSD. g Exchange Rate of Iraq Dinar per USD

600.00%
500.00%

)
Q
gaca
G E
e
-
w3
£ 2
.an_
Q2
EN

According to the HDI, an Iraqi born in 1987 could
expect to live 65 years while citizens in bordering
Jordan had a life expectancy of 67 years. By 1998
an Iraqi was expected to live only 63.8 years while
a Jordanian saw an increase in life expectancy
70.4 years in 1998. Compared to Jordan, where the
literacy rate rose from 75 percent in 1985 to 88.6
percent in 1998, Iraq’s had dropped from 89 percent
to 73.5 percent. In 1990, Iraq ranked three places
above Jordan on the HDI. In 2000, Iraq placed 34
below Jordan.
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Annex E
Illicit Earnings Sources and
Estimation Methodology

Figure 17 and the subsequent notes describe how ISG
derived its estimates for Iraq’s various illicit revenue
streams.

e The UN was aware of the Jordanian Protocol; con-
sequently, it was not considered illicit. However, it
is included in this section in order to document all
the revenue streams Iraq possessed through its trade
Protocols and oil sales programs.

Jordan Protocol
Iraq has provided little data on the earnings from the
Jordanian Protocol.

e Data for 1991-95 is an ISG estimate based on accu-
mulated Iraqi debt owed to Jordan over this period
of $1 billion—averaging $200 million in “income”
for each of the five years. To this was added an
estimate for the amount of trade to be financed by
Jordan under the trade Protocol of $200 million per
year. This provides a total of $400 million per year.

* Data for 1996-98 is the Protocol trade figure cited
in press and other reporting.

* Data for 1999-2001 is based on SOMO data for
the value of invoices with Jordan under the general
trade Protocol as well as a 60 percent credit, 40™
percent cash arrangement with Jordan’s Ministry of
Energy and Mineral Resources. SOMO did not pro-
vide actual collections for this period so the invoice
figure was adjusted downward based on the average
difference (70 percent) between invoices and actual
collections in 2002 and 2003. Seventy percent of
the SOMO invoice figure is used to estimate Iraq’s
actual collections.

 Data for 2002-2003 is based on SOMO actual col-
lections under the trade Protocol and 60/40 arrange-
ments.

Syria Protocol

Data is based on SOMO actual collections. The pro-
gram did not exist prior to 2000. Any exports to Syria
prior to 2000 would be accounted for as private sector
trade.

Turkey Protocol

Data is based on SOMO actual collections. The
program did not exist prior to 2000. Any exports to
Turkey prior to 2000 would be accounted for as pri-
vate sector trade.

Egypt Protocol

Data is based on SOMO actual collections. The
program existed only in 2001 and 2002. There is no
evidence that oil exports to Egypt occurred except in
these years.

Import Kickbacks

This program did not exist prior to 2000. Iraq has pro-
vided little data on earnings from the UN OFF import
kickback scheme. Data for 2000-2003 is based on:

* UN data for Iraq’s oil earnings per phase.

* The amount of money actually spent on imports
by the UN OFF program during its existence after
deducting for UN purchases for the Kurdish North
(contracts Iraq would not get kickbacks from).

* UN data that over $16 billion in funds remained
unspent when OIF started—more than the $10 bil-
lion in earnings from phases 12 and 13 and indicat-
ing those earnings did not result in actual kickbacks
received by Iraq.

* An assessment that lags between earnings and con-
tract signings in the UN OFF procurement program
resulted in the money earned in phase 7 of the pro-
gram (prior to the implementation of the kickback
scheme) actually being used to sign contracts and
obtain kickbacks in phase 8 and later—when the
kickback program was in effect.
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Jordan Syria Turkey Egypt Import Oil Private
Protocol: | Protocol | Protocol | Protocol | Kickbacks | Surcharge Sector Total
1991 $400 $0 $0 $0 $0 $0 $30 $430
1992 $400 $0 $0 $0 $0 $0 $30 $430
1993 $400 $0 $0 $0 $0 $0 $30 $430
1994 $400 $0 $0 $0 $0 $0 $30 $430
1995 $400 $0 $0 $0 $0 $0 $30 $430
1996 $220 $0 $0 $0 $0 $0 $30 $250
1997 $255 $0 $0 $0 $0 $0 $30 $285
1998 $255 $0 $0 $0 $0 $0 $28 $283
1999 $294 $0 $0 $0 $0 $0 $234 $528
2000 $481 $45 $51 $0 $375 $4 $391 $1,348
2001 $319 $1,102 $300 $1 $687 $150 $203 $2,763
2002 $537 $1,242 $329 $32 $399 $74 $50 $2.,665
2003 $85 $425 $30 $0 $50 $0 $85 $675
Total $4.,446 $2.814 $710 $33 $1,512 $229 $1,202 | $10.947

a2 The UN was aware of the Jordanian Protocol; consequently, it was not considered illicit. However, it is included in
this section in order to document all the revenue streams Iraq possessed through its trade Protocols and oil sales pro-

grams.
Figure 17. Iraqi illicit earnings by type, 1991-2003 (million US $).7
Oil % Total Contracts Kickbacks
Phase Earnings | Earnings per Phase | Kickbacks | Year per Year
7 $8,302 12.93% $3,754 $375 2000 $375
8 $9.564 14.89% $4,325 $433
9 $5.638 8.78% $2.550 $255 2001 $688
10 $5,350 8.33% $2.419 $242 2002 $399
11 $4,589 7.14% $2.075 $208 2003 $50
Total OFF Earnings | OFF Spending, Baghdad
$64.,231 $29.047

Figure 18. Kickback earnings calculations.

The total value of contracts signed for and delivered
by the UN under the UN OFF program was $31 bil-
lion. Based on UN data as of December 2002, 93.7
percent of all contracts were signed by Baghdad. The
UN signed the rest for the Kurdish North. Conse-
quently, ISG estimates the value of contracts signed
by Baghdad and paid for by the UN over the life of
the program amounted to $29.047 billion.

The earnings from each phase were calculated as a
percentage of total UN OFF earnings (See Figure 18).
This percent was then applied to total contracts signed
by Baghdad and paid for by the UN ($29.047 billion)
to obtain an estimate for actual contracts per phase.
Iraq earned roughly 10 percent of the contract value
as a kickback so the contract value for each phase was
multiplied by 10 percent. The phases, which roughly
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account for half a year each, were then allocated to
years to obtain the estimate for kickback earnings per
year, as follows:

 Phase 7 for 2000.

* Phases 8-9 for 2001.

 Phases 10-11 (minus $50 million) for 2002.
* The $50 million from phases 10-11 for 2003.

Oil Surcharges

Data is based on SOMO actual collections. The pro-
gram did not exist prior to 2000.

Private Sector

Data for 1991-97 is based on an ISG estimate for the
value of cash and barter trade conducted by the Iraqi
government with private sector entities outside any
Protocol or UN OFF program arrangements during
the period. The estimate is based on observed oil
export trends in 1997-1998 and an assessment of the
development of Iraq’s illicit trade capabilities. Data
Jor 1998-2003 is based on SOMO actual collections
for cash transactions and the invoice value for barter
trade (no cash or credit “collections” were realized
from the barter trade).
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Annex F
Iraqi Oil Smuggling

Captured documents recovered shortly after OIF
indicate that between 1992 and 2003 Iraq exported
crude oil and other oil products to many countries

or their nationals, who wittingly breached United
Nations sanctions. UNSCR 661 restricted all member
states from importing any goods, including oil and its
derivatives, originating from Iraq.

Case Study

The captured documents listed below indicate how
Iraq arranged the illicit transshipment of oil with
buyers by reference to signed contracts, letters, check
payments and telex messages. This study includes
summaries of contracts and letters exchanged between
companies, banks and individuals in various countries
including Iraq, Iran, Cyprus, France, Slovakia and the
UAE. Additionally, these documents list some of the
foreign companies and agents who were involved in
the smuggling activities.

* Some of the Iraqi refineries were still operational
after Desert Storm, and in spite of UN sanctions,
continued to produce for export tons of gas oil
that was primarily used for firing electrical power
plants.

Smugglers, using small oil transporters similar to

the one in the picture in Figurel9, bribed RG naval
units on a regular basis in order to gain free passage
through Iranian waters. To avoid Maritime Interdic-
tion Force (MIF) patrols, these vessels would sail

to the southern end of the Gulf and dart across the
narrow straights from Iranian waters to UAE terri-
tory. In the majority of these cases, the vessels would
then transfer their cargos of gas oil or fuel oil onto
larger tankers; it would then be transported to market.
This money making scheme benefited the smugglers,
Iraqis, Iranians, and oil recipients alike.

The Al-Basha’ir Company was the largest front
company created by the MIC in 1991. The company’s
name has been discovered on hundreds of contracts

for weapons and dual-use materials, as well as many
legitimate day-to-day goods and supplies. In addi-
tion to dealing with oil, this company traded in items
such as construction materials, foodstuffs, and power
generators to cover its real activity, which was coor-
dinating with neighboring countries to facilitate the
purchase of illicit military equipment.

* A former employee of more than 15 years of
the IIS, Munir Al-Qubaysi, headed Al-Basha’ir.
Because of the IIS connections, relations between
Al-Basha’ir and the IIS were especially close. In
addition to those ties with the IIS, the operation of
the company was handled closely by the MIC.

The last chairman of Al-Bashair’s board of Direc-
tors was the head of the MIC’s Administration and
Finance Directorate, Raja Hasan Ali Al-Khazraji.

Information from contracts found and data derived
from the records of the SOMO indicate that the Al-
Basha’ir Company, in addition to being the largest
front company, was also a major broker in Iraqi oil
smuggling.

The Jordanian Al-Basha’ir Company, the Jordanian
branch of Iraq’s most important military procurement
front company, signed contracts for the export of oil
products from Iraq, according to SOMO records (see
Figure 20). These records indicate that Al-Basha’ir
signed 198 contracts from November 1999 through
March 2003. We do not know if contracts were signed
before this date. The contracts were for fuel oil, usu-
ally sold at $30 per ton, and gas oil, usually priced

at $80 per ton. Almost all were for export by ship
through the Arabian Gulf, although the destination

of two contracts was listed as “North,” which usually
means Turkey.

* The value of the contracts totaled $15.4 million.
This is the amount to be paid to SOMO. We do not
have information about the amount of money Al-
Basha’ir earned from the trade.

The following inset is a translation of a contract,
signed 2 June 1992, between Al-Basha’ir Trading
Company and Al Walid Company for Export and
Import. The contract states that Al Bashir agrees to
sell oil to Al Walid, who was to transport the oil by

221

o
3]
c
]

=

i
o

E
=)
)

oc

et
[=
(V]
£
o
B
=]
O
o
B
o
T
c
(]




Smuggler ‘Volgoneft-147”

Figure 19. A smuggling tanker.

Value of Jordanian Al Bashair Oil Export Contracts, 1999-2003 Figure 20. value of
Jordanian Al Bashair
oil export contracts
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All information is from the SOMO databases.
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ISG Translation of an Oil Sale Contract signed June 1992

First Party:  Al-Bashair Trading Company Limited

Address / Baghdad / Al-’Adl District /Area 645 /Lane 8 /House 39
Telephone #: 8852379

Second Party: Al-Walid Importing & Exporting Company Limited

Address / Baghdad / Jamilah District /Al-Talibiyyah /Safi-al-Din Street
P. O. Box 5223

In accordance with the second party offer and approved by the first party, it was agreed that the second party would
buy the Iraqi gas oil products in order to export it out of Iraq by land through Turkey, according to the following

conditions:

1. Name of the Product: Iraqi gas oil

2. Quantity:

A) Approximately 132,000 US gallons per day plus or minus 10 percent. This quantity increased accord-
ing to the availability of the product to 198,000 US gallons per day.
B) The total agreed quantity was over 14.5 million US gallons plus or minus 10 percent.

3. Quality: The guaranteed specifications of the product are in accordance with the local marketing specifica-
tions in Iraq.

4. Contract time period & implementation date: The contract is valid for 90 days starting on 15 June 1992,
which is considered the starting date for carrying out the contract. On the condition of legalizing the
contract one week from the contract’s signing date, the contract can be renewed to an extra time period
according to the approval of the two parties.

5. Freighting:

A) Freighting will be by the foreign tank trucks that enter Iraq from the northern zone and are specified by
the purchaser who has to inform the seller about them as soon as they enter Iraq.

B) Freighting site is Hamam Al-’Alil store in Ninawa governorate or any other suitable site agreed by both
parties.

C) Freighting should be for the full capacity of the tank truck (tanker).

Also safety & security conditions are in store for the capacity of the other tankers in case of emergency,
except for the main fuel tanker truck.

Final destination:

Turkey, through Iraqi borders.

Price:

A) 4 American Cents per liter freighted on the tank truck in the freighting store.

B) The aforementioned price is fixed for freighting all the mentioned quantity in clause 2 of the contract,
in accordance with the mentioned freighting procedures in above-mentioned clause 5.

Payment:
A) Purchaser has to pay for the freighted product every ten days in cash in US dollars to the bank account

of the company (first party) in the Central Bank of Iraq or any other bank account the first party chooses,
in accordance with the commercial list issued by the first party.
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B) Second party committed to pay the commercial list for the freighted quantities every ten days, within
four days from date of issue, unlike the first party which has authority to stop freighting and/or apply
delay interests on the second party in accordance to the ruling bank rate.

9. Contract implementation guarantee: The second party has to offer bank guarantee of the sum of 300,000
Iraqi Dinars for the benefit of the first party in order to guarantee the payments and implementation.

10. Implementation conditions:

A) The contract valid only during the economic siege of Iraq only, hence the contract’s clauses will be
reviewed when the economic siege circumstances end.

B) The first party will not bear any liabilities or responsibilities or expenses for the sake of transporting
the product out of Iraq by the second party.

11. The first party has the right to cancel the contract in case of breaking any condition by the second party
without requiring notice or court judgment.

12. Other conditions: Freighting executed in accordance to the general freighting conditions, operational
instructions attached to the contract which are considered as an integral part of the contract.

13. All communications & correspondence between the two parties should be in accordance to the official
addresses that are mentioned in the contract.

14. This contract must be legalized by the administrative board of the company within (7) days from the date
of signing the contract.
Composed in Baghdad on 2 June 1992

T 2o

~—NE _
First Party
Al-Bashair Trading Company Limited '
RS “:::*:I .
-
Second Party

Al-Walid Importing & Exporting Company Limited
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truck to the Turkish border. Although a valid contract
during the duration of the UN sanctions on Iraq, it
was to be reconsidered if the sanctions were lifted.
The contact was scheduled to permit the shipment of
approximately 132,000 US gallons per day (plus or
minus 10 percent) and this figure could increase to
around 198,000 US gallons per day, depending upon
available supplies. The total quantity to be sold was
approximately 14.5 million US gallons (plus or minus
10 percent) within a 90-day period, as from 15 June
1992 and might be renewed dependant upon both
parties agreement. Monies were to be paid into an
account at the CBIL.

Figure 21 is a summary of a letter from the Wadi
Hajar Trading Company Baghdad to Scrufys Moro
Holdings, Pediment Holdings, Occelus Company,
Limassol, Cyprus. This letter refers the signed
contract between the Pediment Company and the
National Iranian Petroleum Distribution Company.
The start date for delivery was specified as 15 Decem-
ber 1993 and the delivery was to the port of Bandar e
Mahshahr. The Iraqi side gave guarantees of security.

Figure 22 is a contract between the national Iranian
Petroleum Distribution Company Tehran, Iran and
Pediment Holdings Tehran (registered in Cyprus) who
was represented by a Mrs. Parvin Moeini Jazani. The
subject of the contract was the delivery of 100,000
tons of gas oil by pediment Holdings. The place of
delivery was given as the Oil Berth Jetty of Bandar e
Mahshahr or Siri Island. The contract was signed on
06 December 1993.

The letter shown in Figure 23 is from Max Moini,
who coordinated the shipment of oil products. Talks
were held with various organizations including the
National Iranian Tanker Company, National Iranian
Oil Company, the Ministry of Intelligence (Iran) and
the Foreign Affairs Ministry.

On 23 November 1993, A. J. Khazamipour, Manag-
ing Director of Rashi International, sent a letter (see
Figure 24) to Mr. Goran from the Pediment Holding
Company. Rashi International, a Dubai-based com-
pany and a subsidiary of I.O.S. group of companies,
passed on to Goran a “tax” bill from the Iranians for
using the “coordinated area” during this operation.
The Iranians valued their support at 40 cents per ton
plus 10 cents for the “coordination” expenses.

Soon after, A. J. Khazamipour and Rashi Interna-
tional sent another letter dated 29 November 1993
(see Figure 25) to Mr. Goran of Pediment Holding
requesting that he pay $40,000 for a deposit for the
project.

A copy of two checks (see Figure 26) made out to Mr.
Moini for the “deposit concerning diesel operations.”
One check is $40,000 for the deposit and the second
for $6,250 covering the 25-percent commission fees.
The signature in the check’s signature block resem-
bles the signature of A. J. Khazamipour from the pre-
vious letters discovered from a named US company .

Figure 27 is a contract for petroleum products
between the seller, Wadi Hajar Trading Company,
Ltd., of Baghdad and the buyer, Pediment, Ltd.,
Limassol, Cyprus. The contract discusses the options
of using barges or pipelines. Interestingly, it is speci-
fied that the transport of the oil products might be by
road tankers. The contract stipulates that the buyer
undertakes to issue a letter of guarantee for a value of
$Imillion.

Figure 28 is a letter addressed to Mr. Muhammad
Said Kuba from Pediment Holdings, Ltd., Cyprus.
The letter states that Pediment is ready to buy petro-
leum products via the Irag-Iran border pass at Zirbatia
Mehran by using trucks. Payment for such was to be
made by cash to an Amman Bank account.

The recovered contract shown in Figure 29 listed the
seller, Al-Basha’ir Trading Company, Ltd., Baghdad,
and the buyer, Unipack Paris Company. The contract
was signed and dated 27 April 1993. The products
mentioned include gas oil, kerosene, gasoline and fuel
oil and it is indicated that the transport of the products
will be by road tankers and will take place at Basra
storages.

Next, Figure 30 shows a letter authorizing the Czech
Republic Company, Exim Praha, to procure crude
light oil from the Iranian border.

Figure 31 is a telex from a French bank to a bank in
Brussels that indicates that Vitol Geneva of Switzer-
land opened a letter of credit for Unipack of Belgium
for an amount of $12,518,129.
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A ] @ WADI HAJAK TRADING CO
ATTN : MR. M.S. KUBBA
FROM : SCRUFY S MORO HOLDINGS, PEDIMENT HOLDINGS,OCCELUS CO

REF : BARTIR

DEAR SIR,
REFERENCE OUR TODAY CONVERSATION WE WOULD LIKE TOC INFORM
YOU ABOUT OUR PROPOLAL ( SUGESTIONS ) IN FINALAZATION OF
THIS UEAL.AS YOU CAN SEE FROM THE COPYES WHICH 1S WITH YOU
PEDIMENT CO. SIGNED CUNTRACT WITH N.I.O.€. CO. FROM THE CONDITIONS
OF CONTRACT WE HAVE TC START WITH DELIVERY 15.12.1393. TO
FORT BARDAR MASHAR.HAE HEST WAY IS TO uSE' HARCGAS .OUR
SUGESTION 1S THAT WE USE A BARGAD.FROM THIS CONTRCT YOU CAN
SEE THAT IRANIAN SIDE GAVE US THE WHOLE GUARANTEE FOR SECURITY
OF YOUR BARGAS,AND ALSO WE AYE PAYED FOR IT AS YOU CAN SEE
FROM THE COPYES OF THE CHECKS.WE WILL START WITH ONE BARGA
AS  TEST-.JELIVERY FROM YOUR PORT IN BASHA AREA AND WE ARE
. RRADY 70 SUPORT VALUE OF THE BARGA VITH BANK GUARANTEE FROM
PRIME WORLD BANK.
FROM YOU. SIDE WE NEED INFORMATIONS ABOUT BARGAS , ACIOUNT OF
BARGAS , CAPACITY OF EACH ONE , CAPACITY OF THE PUMPS PER
HOUR 1N THE PORT AND ON BARGA, HON MANY HARGAS IS AVAILABLE ,
YOUR ~EADINESS FOR STARTING OF THE OPERATION.DURING THE DAY
WE WILL LOAD AND ANLOAD THE GOODS ( GASOIL )} AND DURING THE
NIGHT WE WILL NAVIGATE.
FOR THE GOODS WE CAN OFFER YOU A BANK GUARANTEE WHICH YOU
HAVE A COPY WITH TRANSFERASLE NOTE TO WADI HAJAR TO JORDANIAN
FINANCE AND INVESTMENTS BANK AMMAN.
ALSO WE A:E ORCANIZE ONE WESSEL CAPACITY 3000 MT WHICH WILL
ENTERIT TO YOUR TERITORIAL WATER AND LOAD IN SHAT EL ARAS OR
CHANGED C7PACITY " FULL FOR EMPTY ".THAT VESSEL WILL NAVIGATE

FROM PLACE OF LOADING TQ DUBAI EVERY 3 TO § DAYS.,

MR. KUBBA , AS YOU AN SEE OUR GROUP OF COMPANIES WORKED

VERY HARD IN ORDER TQ FIND A GOOD AND SAVE WAY AND WE BELEIVE

THAT WE ARE DONE IT.IN OUR OPINION IS TAHT THE WAY THROUGH
N.I.0.P.D.C. IS THE BEST WAY AT THIS MOMENT AND WE BELEIVE
THAT YOU WILL DD YOUR BEST TO HELP TO ALL OF US TO FINALIZE
IT SUCCESFULLY.

LOOKING PORVARD TO HEAR FPROM YOU PRowT ANSWER
WE REMAINE ,

.

Y

Figure 21. Summary of a
letter from the Wadi Hajar
Trading Company.
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- ird — Figure 22. Contract
Officinl 'I—‘ra:slatim : between the National Ira-
L - ' 1| nian Petroleum Distribution
R E—— EEEEE&E:-- ; Company Tehran, Iran and

HEREWITH ,this contract is made lnd concluded betwun-a Pediment Holdings Tehran.

address at ;Tehran Bahar Ave.Corner of Somayeh heninum
be referred to as "DISTRIBUTION COMPANY" , from one shl-t

Pudiment Koldings, with nddrasa at :Tehran ,K=rim-Khan 1;1:& Ave,
North Aban st.Bank Tejarat .He'in Building 1s .semi-£lco¥Ne.107
Teg.No.46987 (Cyprus ) with befng represented by Nrn,raﬁln tgo-ini--
Jazani. , horeinafter will be roforrod to as Ped.inem He dl.tx;l

el
Q
gaca
G E
£9
=
";o
29
- O
oz
mﬂ!

from other side ,: i N
‘rt.l. Subject of this cuntrletix - : W
Delivery of 100,000 Tons-of GAS OIL by rou-ut‘nqmnga e

to the Distribution compsny- = and agatnst such«emry =
(i.e. Gas 0il ) - recedving 170,000 Tons qumx -t
from the Distribution company . ke e 1o
Note : The above mentioned volumes can be increasod ‘Gerdvahl
written agreement and ¢ofifirmation of both plﬁfﬂid :
hesis of Raties (propurtions ) as stlpulnted"’!ﬁ’ i'ﬁ‘i . "’ iy

L S R

.

Art.2 Manner for Barter Deal
Against delivery of each TON of Gas 0il by !od.i
lioldings to the Distribution company ~ equiv-hnx
Tons (one point seven )Furnace 0il shall be 431!.“
by the Distribution company to Pediment Holding(,&t@ny .
Qrt.s. Place of delivery : - : “'*P«!?gl': ™o 2
Delivery Place of Gas 041 ts at :0i1 Berth(Jetty Ji t!fauldarﬂ
Mahshahr , OR Siri Island , and place of roc-:.mm;-nuce ¥
0il shall be the Berth for Export (Export Port -lumhnlu-- . i

i

s

Art.4. Turation of this contract
Durption of this contract ,from Ppreparation «vfwﬂ:en )i
of this contract ,for deolivery of GAS OIL brw Hol -
dings company will be 45 deys ,and about deliverys: ‘o Furnace. 3
0il the delivery Pericd shall be Max. 3 Months m:n ucorung
to both parties confirmation it can be extended w7 - 2

e T T s
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T8

Art.5.

Note:l

Nete 2 ;let. furnace Oil congig

Gss 0il consignment shall be delivered to Distribution

@ce 1 :1st. 1

(Iranien date .24.9.1372 )
nnent should be within 72 hours after

receipt of 1st.Gas 0il consignment .

company onp 15th.Dec.

Note & :Delivery dates for subsequent consignments of Gas 0411 in

capacities of 25,00 MT, after apnouncement of Distribution
coupany ,shall be Max. 45 days ,and subsequent delivery of
Furnace 011 shall be within Max. 3 monthe after delivery
of 1st. delivery of Gas 0il .

particulars of the products o . ;
specifications of products sha;;ﬂﬁg,aqpbtding to the
Standards of histrlbﬁiion‘company-, end on the basis of
attached Technicsal specifications which shall be considered
gz ap integral parts of this contract .In case either one of
the products does Not conform with technical specifications
as stated ,B0TH parties are entitled by announcing the
zetter and mentioning the Teasons avoid and decline from
taking delivery of the products , in which case neither ‘on¢
of the pareies will have the right to protest oT raise

loss claims,mnd if either one would Imstitute any such
claims to any authorities, it shall be congidered as Yo1p -
pnd Invalid . :

Specification of Gas 0il , shall be checked by taking sample
from vessel carrying gas oil , prior to its receipt = and
specifications of Furnace 0il shall be checked and deter =
mined at Tanks of the Distribution company prior to be deli -
vered to the vessel of Pediment Holdings company . '

sccording to the requisition of Pediment Holdings company
Jif neesded it is poessible to use representative of SGS
inspection company for sample taking and testinge, in which
csse cost incurred and sustained by this services shall be
baid by Pediment Holdings company . :

PO
aglish Official Translator to the Minissiry Of Justice Of Islamic

e L D73910
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Figure 22. Contract
between the National Ira-
nian Petroleum Distribution
Company Tehran, Iran and
Pediment Holdings Tehran
(continued).



t,,r.
TC.6- wesponsikilities resultgd from any probleass resulted from - ; Figure 22. Contract
A between the National Ira-

stoppage of unlosding operulons from vessel contunins

Gas 0il caused by mon Iranian factors shall be borhé by nian Petroleum Distribution

pediment Holdings, and in this connection Distribution Company Tehran, Iran and

conpany shell have no responsibilities . e i e il b Pediment Holdings Tehran
Rt ,.; 14 (continued).

Note : niztributeon Company {5 responsible Jafter munuhcnmt ot
the pediment company (Pediment Holdings )take ‘bn time _
actions for unloading vessel carrying as oil , and in case
of having un-pecessary delays more tha common peﬂad (on_.__
the basis of International tariff and standu‘ds ) tu *pw ﬂgb\
respective demurrage costs .
disputes 1n-conna=tion Lo wmﬁ
pentionad products ,both parties agreed that by: m‘tfq&éiﬁ\h
representative from poth parties take action 0° rnblﬂ%’l
cossible disputes and problems (rectify them ].nul “they,
greement (i.e. sgents from- bmwd

0c
gw
G E
e
T3
o
£ 2
.an_
o2
n:m

Ppurt.7. In cazs of occurance of any

gailed to reech the 2
the case shall be assigned to the Departulent’ ﬁv‘r mﬂ ix

on Fxport of 0il materials and Technical Inspactién SiU ‘ﬁi‘h
of OIL Ministry . i & g
- — S R s v :
Art.8 This contract constitutes g arts.and 7 'note! , lh«'!! )'.t. ls Q’% ~t
I i

signed an §th.Dec.1993 in Twe copies which both éo’pha iy .8
having identical validity and nuthenticnion , and itiis i N
effoctive and binding as of 6th.Dec.93.for BOTH pa:‘tip#_ i \

. concerned . SR ek 1
* G . 7.1 r:__n D~
JE R ; :

y i

signed and sealed : 1.-National Iranisn petroleum products mstﬂputim '

company NI O pDC=byits repusenuttus RS

wr,Mohammad Ali Yazdan Bakhsh Jur AL Agha-hnbl’.ot
Mr.Firouz Sohrabl i SpEL
positions respectively :Supply Nnﬂhuuop
airector /Transport Director /Commercial diﬂq;or

: 2.-Pediment Holdings company -
. Mrs,Parvia Moeini Jazani :

co. of this Ministry -

k Seal of OIL Ministry ~ above mentioned Distrihutmn ¢o, n Al mt
ceal of Pediment Holdings &o. a, st

e 1 at Eremnd Bralich Official Translator to the Ministiry O
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ma‘ ‘n l’l ..’.\-'

TEN UM sepasy ua mauns ana RN FALA IULRY ?J.‘l‘l.q}q-\l'“'ld!, FLEASED

TO ARING Youmw KIND ATIsnyIoN TO THE FOLLOWINGS,
7. AS ALRRaDy xxﬂ;nmm TO COORDINATE THE SHIpg FROJECT We WAD TO
TALK WITH oUR PEOFLE 1IN LEFFERENT ORUANIZATIONS SUCH

ABI NATIONAL IRANIAN TANKER CO.,

KATIONAL IRANIAN OIL Co. ,

MINISTARY oF INTII.IGIITGH.

PORIGEN AFFATIRS HINISTANY,

SFIANCE OF THE FIRST FaANK MANAGERS .
ALEO YOR THE BECURITY mack yp DURING THE

LOADING THEY sRE LOOKIKG
AT LEasy C.30 UBD/MT In LACE CARGO WHICH

NILL BE FAIED AVTAR LO-
\T THE T1ME DETHO THEY Are FUSHING ME »OR THEIR GRANIEES: & ¥5w
‘TE AQ0 I HAD A TELEOON WITH THEM aND THEY EMPHESIEED THAT "1} wg
CT REST&EVE OUR CASM anp GRAHTAE
iE Joar.

iE NOTE THAT Now amxy ARE SENSEDTIVE anp
" ME AND THE PROUECT. '

THEY MAY MAKE MANY TRUB-

SURE THAT Yo UNDERSTAND My S1IVATION ¥You WILL SKY YoUsi pEST TO
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Figure 23. Personal letter
from Mr. Max Moini.
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RASH! INTERNATIONAL

SUBSIDIARY OF 1.0.8. GROUP OF COMPANIES

OUR REF NO), : YOUR REF. NO _ -
DATC : NOVCMBER 23, 1993
DUR REF. NOD. : FO%229/1193/85K
10 + PILDIMENT MOLDING LTD.
ATTN MR, GORAN r = — === ST
_ERY NQ. - -~ - — 0075 MO0 T T
SUBICCT

ENCLGSEO PLLASE FIND A COPY (F A FAX RECEIVED [ROM JRAN FUR CHARCLS SMQ
U : ] HOWL O

BL PAID T'OR USING THC CORDINATED AREA AND Al S0 THE ¢ MA

IS TR e L ALSDH THE SUPPDRT THLY MAY GIVT

THLY WERT INSIS1IAG FOR 40 (ENTS PER T0M PLUS 10 CENTS FOR THE COGRDIRAIOR
I WROTE A FAX IN B PAGES N PAHS] (WILL SHOW 17 10 YOU WHEN YOU VISIT oua}li}
1 WAS FIGHTING TO BRING THEM DOWN TO 3D CFNTS PLR TON.

ANYHON EVLRYSODY IS TRYING 10 SO HOW TAKE ADVANTAGK U W L
et (U U L NTAGCS. PLLCASL STUDY 13 CONIENTS

VCRY TRULY YQURS,
FOR RASHI INTERNATIONA

ol i

A, J. KHAZAMIPOUR
HANAGING OIRCCTOR

RASHY © 5 L L8,
POB 1943, LU 4
TOL.97ha-31.001

FAX.B714-2711%7

DANKER:

BANK MELLIIRAN
DUBAL MAIN BRANCH
TEL, BTV4-28R307
FAX, WT14217086
ACCOUNT NO. 3312

APT. NO. 402, 41k FLA. ARAD AFRICA BANK BLDO., ABDUL NABR SOUARE #.0. BOX 1 1840
ORIAA, DUBAL UAF. TEL: ST14271381 {3 LINES) TELEX: 16633 I0BRAD FAX: #T14-271187
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Figure 24. Letter from A.J.
Khazamipour,
Rasi International.
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Figure 25 . Second letter
from A.J. Khazamipour,
Rashi International.

SUBSIDIARY OF 1.0.S. GROUP OF COMPANIES

DATE OUR REF. NO. : YOUR REF. NO . ;

TP LRGN

DATE t NOVEMBER 2%,1973

OUR REF NO. : FOS280/1193/AJK

T0 + PEDIMENT HOLDING LTD,

ATTN t MR. GORNN

FAX NO. ¢ 00 3375 340 190

BUBJECT s BHIPHENT PROGBRAM

W SARSSIRERTCECESZOFC . a8 ceelsakEoe

DEAR MR. GORNMN,

1 HAVE A FAX ON MY DEBK [NOM TEHRAN, IT 15 IN FAREl, B
FOLLOWING YDU W1LL FIND TRANSALATION 0OF 1HE FAX.

SQUOTE":
MR. KHAZAMIPOUR

WE HAD A MEETING WITH ALL MEMBERS INVOLVED IN THE OPERATION OF
LIFTING PETROMEUM PRODUCIE BHIP TO SIHP AND ALL AGREED 0N
FOLLOWING.

1 - JF MR, GURAN WANT US TO START TINBE PROJECT YUU SHOULD FIRST
SEND US A CHECK FOR USs 40,000 AB NBREED, THE CHECK SHOULD
BE AS DEPOBIT WITH US “KEPT IN PETRO BET CO." THE CHECK
SHOULD BE DATED FOR ONE DAY AFTER BHIPMENT THE MOTHER
VESBEL BTARTLD.

REGARDING 25 CENTS/MT COMMISSION,YDU BHOULD GIVE US A
GUARANTEE FOR EACH GHIPMENT BEFORt STARTING SHIP YO SHIP
LOADING,

FOR EXAMPLE FOR THE 25,000 MT SHIPMENT WHICH YOU WANTCD
CORDINATION,YOU BHOULD BEND US A GUARANTEE CHECK FOR % 0.25
X 28,000 = % 4,250 DEFORE STARTING BHIPMENT FROM YOUR BMIP
TO MOTHER VEBSEL. BANKER:

WANK MELL! IRAN

—— ]
NV 29 '3 1122 RAcH) - ﬂ-:'.-r:“"'"—m;‘-""h-—‘h-———-
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4 . - ol ‘,P‘:' )
RASHI INTERNATIONAL

BUBSIDIARY OF 1.0.S. GROUP OF COMPANIES

OUR REF. NO YOUR REF. NO . :

PAGE 2

UPON RECEIVING THE RELATED CHECK THE PARTY INVOLVED WILL
GIVE THE PERMISBION TD YOUR MOTHER S1IP TO STOP IN THE COR-
DINATION SUBMITTED TO YOU AND START LOADING. AND THE CHECK
BHOULD BE DAYED ONE DAY AFTER LOADING TAKE PLACE FROM YOUR
SHIP TO THE MOTHER VESSEL. IF DUE TO ANY REASON YOU DID NOT
FULLFILL YOUR COMMITMENT, THE GROUP WILL STOP THE BHIPMENT
IN KHARG 1SLAND AREA.

PLEABE CONFIRM BY RETURN FAX TODAY AG THE TEAM 18 READY TD S1ART
AFTER RECEIVING YDUR GUARANTEE CONFIRMATION.

WITH THANKS
PETRO BET CO.

“UNGUOTE" s

VERY TRULY YOURS,
FOR RABH1 INTERNAY 10NAL

A. J. KEHAZRAIPOUR
MANABING DIRECTOR

-ttt G0
ol ‘JI“:“‘I
v en=1715510 BANKER:
L -211187 BANK MELLI IRAN

DUBAI MAIN BAANCH
TEL. 9714268207
FAX, 971421700
ACCOUNT NO. 98912

APT. NO. 402, dth FLR ARAR APRICA BANK BLDO., ABDUL MAGR BOUARE P.O. BOX - 1040
DENA, DUSAL UA. K TEL: $714.271561 {3 LINES) TELEX: 49630 OBRAS FAX: 8714-271187
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Figure 25 . Second letter
from A.J. Khazamipour,
Rashi International
(continued).
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.68 COMPANY. INCORPORATED 1027
= Nt . N g — m"
ikt or V8 NORD Y LW X 4/4.999:_.‘.‘ |
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roggRepos (IOl PEISRlz.OprraTION : i Tl
»Do0Z?" o:n_samoa'm- 1603 S eaa. a;- _
I
- e s mat i S8 ST e P e S e s "L‘
1.0.8. COMPANY. INCORPORATED 1026
b Rl . )
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Figure 26. Two checks to
Max Moini.
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leun Products Contract

Fetro

wAD L JoR TRADING CO ANy LTD.
nerginatter retorrgd to as ' 'SELLER :Tla PEDIMENT HOLDINGS herein=
atter referred to as BUYER °° where by it ie agreed that SELLER %
shall sell F.O.T. and /or by Barges and for by pipeline and Buyer
shall buy F.D0.T. and for hy parges and/ bor by pipeline and pay for

the following terms and conditiona:

1hie contract 16 made Detween

1-Productss GASODIL
KEROSENE
GASOLINE
FUELOIL
2-Guality tThe guaranteed specification wf the petroleum
producte to be delivered by SELLER to the BUYER
shall be as per annexes ALE,C AND D .
any change of specs. shall agreed upon by bath parties.
. A-Quantity:SELLER undertakes to deljver ,and BUYER undertakes
to receive a quentity of peteraleun products as

+ol lowss:
GASDIL: about 200D 1/ TONS
KEROSENE: about 100000 M/TONS
GABOLINE: about S0200 N/ TONS
FUELDIL 1 about 120008 M/ TONS
The Buyer will nominate the quantity to be delivered as
atrial Oty.Further deliveries will be nominated by the
Buyer with the sp-ciiied' pruduo}ts.quahtv and gquantity.
3-yaliditys A-This eontract shall be valid from the date of
signature and shall cogtinue until the guantities
speci f1ed above is del vered and in any case upto
(92) days from the datg of signature.in cane that
more than 5@ pcts fromithe contractual guantity 1%
1ifted by the Buyer wi hin the ninty days then the
validity of the contract will be automatically
extpnded for 45 days.

ifting within one moath from
ailing to do S8, the seller

. 1 B-Buyer should commence
1 this contract lwith no prior

he date of signature.
ias the right to cance

otice. i

S-pelivery: A-Lifting of the products shal) be by road tankers
and /or by Barges and/ar bu pipeline.
Border (Muhran point}

and shall take place a
ry site that may be agqreed

and/or any other deliwv
Upan.

I
\
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Figure 27. Contract for
petroleum products.
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Figure 27. Contract for
petroleum products

C-8hould therm be at any tine during the period of xe (continued).
" Eontract an dlternative route ol mean ko dei;ver e
product which js Mmore suitable and economical Jfar
beth partjies other than the route or mean =pecified
above,The two parties 4gree to consider {4 with a
View to amend the grovisions of the contract aCccor-

6-FPRICE: The Brice of the Products delivered For EX=Iraqi Bor der
and or FOB on barges or and or by Pipeline (last PUmping
Station in Iragi Border) shall be as follows:

GASOIL :0112) U.s.poLLaR /ONE HUNDRED THWELVE/
YEROSENE 1 (118) u.Ss.DoLLaR /ONE HUNDRED ETHTEEN,
SASOLINE: (128) U.S,poLLaR /ONE HUNDRED TWENTY EjmT,
) FUEL O1L 1 (25) u.8.DoLLAR STHENTY Flyic,

The Buyer wil] Pay to the Seller within 3 days,after Presentat ion
ot the Sellers commercial invoices toqgther wWith wewkly certificate
af Oty issyed by the Seller ,the value of the Quantity loaded 4o
the prior week by telegraphic transfor tp the Seller ‘5 account
Failing to do 2C the Sel)er shal | have the right to present the
Commerc: al inveices and the bill of laging or truck vouchers signeqg
by the Buyer FEpresentative at delivery mjite to the Bank ang deduct
the valug of the products delivered from the established Bank
Quarantee without refering to the Buyet .

All charuog relat to i5%uing this lettgy of quar angee shall be
barne by the Buyer, St
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6= Amignment :nither party shall have the right to assign par
or all the contract Ob]iqft:un- and rights to a™thiFyg "~ -
party Without™€he prior written consént of the bther party.

9— Force majeure: i . :
A-Neither party shall be held respondible for any failur,
shortcomings or delays regarding the fulfilment of the

contact terms and conditions if that was due to force majeure.

B-If by reason of force majeure the fulfilment by either party
of any terms and conditions of this cantract is delayed for
a period not exceeding one menth the period of such delay shall
be added to the duration of this contract.lf however,the period
of delay exceeds one month either qarty shall have the right ta
‘terminate this contract by giving &4 written notice.

.G—Arhi tration:Any claims or disputes tha may aries during the
period of this contract shall be settl by mutual agreement
bétween the parties concerned .In case disagrement matters will
be settled by arbitration institutieon Pproved by both parties.

l1i-Addresses: The addresses of the contracting parties are as followss:-
A-WADI HAJAR TRADINE COMPANY LTD.

Baghdad Hay Alwahda !

MS94 S SO HS

B-PEDIMENT HOLDINGS -CYPRUS L IMASSOL
3 KATSONG DOU STR
TEL13575-340 523 FAX 3575-340 190
3575-340 383 TLX [9605-48S1 SCHCY
@°NE AND SIGNED IN BAGHDAD ON /771993 :
U A -'

'I . ,..f.

T n:;‘t.
| Rk ’
for/ WADI HAJAR TRADING TOMPANY LTD - FOR PEDIMENT HOtDTNS,
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Figure 27. Contract for
petroleum products
(continued).
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Baghded 14th July 1993,

&ttn, : Mr MUHAMAD SATD KUBA

Dear Sirs,
Subject: REQESTS FOR CHEM. MATERTALS

Company FEDIMENT HOLDING ITD., Cyprus-Limasoc, is ready to buy
from your side the next types and quantities of chemical
products:

1. HEXAN 2.800 MT /USD 1,000.- per ton

2. LaAlB, 7+%00 MT /USD 650.- per tom

5« PARAFIN/WAX 6,000 MT /USD  500.- per ton
TOTAL PRICE USD 10,020,000,

4. PARITY: Iraq-Iran border /pass ZIRBATTA-MEHRAN
5« TRANSPORT BY TRAKS-
6. PAYMENT: CASH / Awman Bank ACCOUNT,

T

Figure 28. Letter addressed
to Muhammad Said Kuba.
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' Potroleum Froducts Contract

This contract is made between AL-BASHAIR TRADING COMPANY LTD. (BTC)

hereinafter referred ta as +*SELLER ' and UNIPACK PARIS (UF) herein=
after referred to as - *BUYER '° where by it is agreed that SELLER:
shall =ell F.0.T. and BUYER shall buy F.0.T. and pay for the under=
mentioned quantity of petroleum products according te the following

terms and conditions :

1-Froducts: GASOIL
FEROSENE
GASOLTHE
FUELDIL

o-ppality s The auar anteed gpeci fication of the petroleum
progucts ©o be delivered by SELLER to BUYER
shall be as per annates AB,C AND D .
any changg af spece. shall agresd W

~—luants ty1 SELLER undertakes to detiver ,and BISWER undertakes
to recelve 3 quantiky of peteroleun products asi

. 1ol lowss
GASOTL: sbout 200BO0 M/ TONS - )
KERDSENE: about 1 Paoua M/TONS
! BNAS.THE: sbout SOV0R M/ 10MS
FUELNTL : about 120006 M/TONS

4-validity: A-This contract shall be valid from the date of
sigrature and shall continue until thao guantitic=s
specified above is delivered and in any case upto

50} days from the datae of sicnature.

f-Puyer should comnence lifving within one month from
the date of signature.Fallure to do so. the seller
has the right to cancel ihis contract with no prior

. notice.

C—Thic. contract is valig durine the present U. M.
ambarao imposad on Irag.
1§ this esbargo 1S Lifted totally or partially,

| then the two parties will meet to review anchis
di scuss anew Lerms and conditions for the current

| contract.

m—Del lver y e A-Lifting of the products shall be by read tankers.
" and shall take place at DASRAH storages and/for any
| other delivery site that may be agreed uvpon.
B-Lifting shall be carried out in accordance with the

| operating " ‘procedure supplement '’ attach here=
+ wikh which will be considered as an integrel park
of this contract.

ALY

pon by bath parties,

,}\'
d-
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Figure 29. Contract
between al Bashair
Trading Company and
Unipack Patris.
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c-Should there pe at any time

contract an alternative route Or mean
mor e suitaple and economical

product which @2
hoth parties other than The

during the period of ¥h=
Lo deliver the

s ;uec.'lllr_‘ﬂ
ta consider it wikth 2

above, The twd parties aaree

vikw LO amend Lhe pro»n-.-im: ot the contract aceors
dinaly . )

i,-PRICE: Yhe wr ACe ol tha pruducts dnl)vared FOT EX—-sleros ar posRAt
anall be A% ol dows: |
camnIL  w(H12Y L= Poiioe per /YOS FUI Jone Sanbiey TWENE/
PEROSENE: {118) U.S Dollar per M/TONS FOT ZONE. W UDLE TIEVWATEN

FUEL OIL: (25 U.S bellar per M/TONS FOT Ve
i --M-\\'N\-N'uuuqll.rﬂ will pay inadvanee ro (BTCY ar amount 1M U.s.o
equivalent to the est.lngte;d quantity o% ten days 1oad~
ing ax any depot in 1raq."a:c¢pt¢du by both parties or by i
cash transfer o (BTCH account covering the whippmants i

EASOL ANE: uzg u.S Dollar

-bove. or Yy cash tranafert to B TG sceeumt in AMMaN. %

e o}
res \oaded for the prior
the Selller’'s €
waekly certi ficate of By

I-. C=fFny aoeds and commndi L1 0

' gfMey-u/EE should be =1gned and confirmed by

ntative immediatly afrer
ed by (BTC).

deposit

of petroleum products receivad by (UP) during

srttl ement.

D-Letter of Guarantee

i
il sgller
“ ;" Soo 000 U.S Dollars 1N
Asgeat T8 cover part of the
this letter
wffective through out the
contract -

neyr

will pay wi Enhin eeven

(u.F) should send the invoices toe {BTC?

jnfavour of (UP} ,and to be deducted from the wvalue

shall issue 2 jetter of guarantes for a v
favour of the puyer at Ratidian

of guarantee should be valid and remain h

Ve Wb ED T b‘N‘*( E‘.ieéi'{

M/TONS FOT j'

days the value oF the guanti=

megk and according to tha preEsenT
ommarical invoices roaather Wi th

. issued by the Seller.

delivered as ver contract a1 /upajofad
(. P) reprece

the guantity is recenved and check-

in which the total
11 bhe accepted by (BIC) as &

the final

a value of
advance payment made by tTE buyer

period and wvalidity of the

gl

i 1&-.“-".“- I"‘v-“"‘r

g‘
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Figure 29. Contract
between al Bashair
Trading Company and
Unipack Paris (continued).



am=ignmenisnither party shall have the right teo assian park
on= and rights to third

or all the contract obligati
party without the prior written consent of the other

party-

9= Force majewre:
A-Heilher party ehall be held responsible for any failur,

shor tcomings or delays regarding the ful £1iment of the
contract teras and conditians 1§ that was dup to force majeure.

o wajeure the fulfilment by either parly

of this contract is delayed for
nth the period of such delay shall
be suded to the duration of this contract.lf however ,the peried
of delay siceeds ong month shall have the right to torminake
this cantract by givelng 3w itten nntice.

gl fF by reason ot forc
of any terms and cond) ones
& e wd not aycgeding one Mo

10~ fArbitr 2t ion:Any clatms or disputes that may aries during the
period ot this contract shall be settied by sutual agreement

. batwes: the parties comrernad. In case of di sagremant matters will
bg settled by arbi tration in accordance wi th the regulations of
Baahdad chamber oF coimerce and the Iragi Laws.

11— Addresses:The addresss of the contracting parties are as

follows: —

© pA-AL- PASHAIR TRADING CO.LTL
SADDDM St, ANT DULTDING
lel ¢t 7178768 -BAGHDAD- 1RAC

8
B- UNIPACK PARIS COIMEANY
vails AP-A4 -ue amelot 75011

|ELEX :211237- Tel (1) 48 -—6-70-79

done and signed on 1‘} 1993 A

® \
e A Qﬂg N\\,&\w\m W&

far AL BASHAIR TRADING CO.LTD UMEACE PARIS S.A
B. MIJATIRIC

TECHM . MALSAGER

241

Figure 29. Contract
between al Bashair
Trading Company and
Unipack Paris (continued).
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70 WHOM IT MAY BE CONCERN

THIS 18 TO AUTHORIZE
(1IN FURTHER TEXT MANDATE)
\S A MANDNTE OF THE COMPANY EXIM=-PRAHA - CZECHREPUBLIC . PO BOX
b6, 10000 PRAHA 10 C2 REPRESENTED BY MR. M. REJFEK MANAGING DIRECTOR
{N FURTHER TEXT THE OWNER TO SELL QUANTITY OF THE FOLLOWING
OMMODITIES
CRUDE OIL LIGHT WITH THE FPOLLOWING SPECIFICATION
apL - 34.0
- 1.95% MAX
POUR POINT - 15 DEGREES
pELIVERED FOB IRAN BORDER IN EQUAL DALILY LOTS
2 . PRICE OF THE GOODS

PRICE TO BY CALCULATED BASED ON DUBAI PLATT LESS DISCOUNT AVERAGE
ONE DAY OFF THE LOADING AND DAY AFTER LOADING

DISCOUNT NET LESS THAN DUBAL PLATT NET TO THE BUYER

MENTIONED GOODS MARDATE WILL INFORM THE OWNER ABOUT ANY ACTION .

THE FIANEL DECISION OF SALE BASED ON THE AGREED PROCEDURE WITH THE
CUSTOMER WILL BE MADE ONLY BY THE OWNER OF THE GOODS -

CONDITIONS OF THE RELATION BETWEEN OWNER OF THE GOODS AND THE
MANDATE WILL BE AGREED IN A SEPARATE AGREEMENT -

THLS MANDATE 1S EXCLUSIVE AND WILL BE IN FORCE TWO YEARS AFTER THE
DATE BELOW FOR THE SALE OF ABOVE MENTIONED GOODS «

MANDATE WILL HAVE THE RIGHT TO NEGOTIATE SELLING CONDIFIONS OF THE ABOVE
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Figure 30. Letter
authorizing the Czech
Republic Company, Exim
Praha, to procure crude
light oil.



211237F 168 1902 CRETR&F GBO?ZOF PARIS JUNE 17TH 1/5

X & HADDADALRE % TELEX @
v 21

C.C.V 211237F

168 1902

CRETRAF 680720F

PARIS JUNE 17TH 1993 MSG NR 150708/D

FROM BANQUE TRAD CREDIT LYOWNAIS (FRANCE)} SA PARIS

TO  ASLK-CGER BANK UORGENT
RUE DU FOSSE-AUX~-LOUPS
1000 BRUXELLES
ATTN DOQCUMENTARY CREDIT DEPT
TELEX 26860 CGER SKB

NQUE TRAD-CREDIT LYONNAIS (FRANCE) SA , PARIS HEREBY OPEN OUR
_I'RR OCABLE DOCUMENTARY LETTER OF CREDIT NO. 14 508

BY ORDER OF:

VITOL 5.A.
ROUTE DE MALAGNOU 40 A
CH-1211 GENEVA 17

IN FAVOUR QOF:

UNIPACK B &G vt i-4,
62-66 RUE AMELOT
75011 PARIS - FRANCE

FOR AN AMOUNT OF : APPROX. USD 12 518 129,-
{USDOLLARS TWELVE MILLION FIVE HUNDRED EIGHTEEN
THOUSAND ONE HUNDRED TWENTY NINE APPROXIMATELY)

valp uwrin : SEPTEMBER 15TH 1893 AT OUR COUNTERS IN FARIS

AND AVAILABLE B8Y DEFERRED PAYM ENDAR DAYS AFTER BILL OF
LADING DATE AGAINST PRESENTATION OF THE FOLLOWING DOCUMENTS ISSUED IN
ONE ORIGINAL AND 5 COPIES UNLESS OTHERWISE STATED:

r '

SIGNED COMMERCIAL INVOICE STATING WEIGHT IN METRIC TONS AND BARRELS

) [

i Fhods & wprthcnt -
FULL-SET 3/3 ORIGINAL CLEAN ON BOARD OCEAN BILLS OF LADING
ISSUED OR ERDORSED TO THE ORDER OF VITOL S.A. - GENEVA MARKED:

' FREIGHT PAYABLE AS PER _BARTY'“ OR '‘EREIGHT PREPAID’',
BhCH ORIGINAL BILL OF LADING TO BE ORIGINALLY SIGNED BY THE MASTER
AND SHOWING DESTINATION: ROTTERDAM

DV
CERTIFICATE OF QUALITY ISSUED OR COUNTERSIGNED BY IRDEPENDENT
SU'\WOR {SGS OR SAYBOLT OR INSPECTORATE) SHOWING THAT THE PRODUCT IS

aafaa

)
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Figure 31. Telex from a
French bank to a bank in
Brussels.
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Figure 32 shows a contract between Unipack of Paris
and a Turkish company called Gonen Tasimacilik
Gemi. The contract stipulates that Unipack pay an
advance of $150,000 and in return Gonen would
supply 60 standard road tankers with a capacity of
between 20,000 to 35,000 liters. The Gonen Com-
pany is to transport kerosene, mazul, super benzene,
crude oil and fuel oil, from Basra in Iraq to Bandar
Humayni, Iran. A roundtrip of 250 km.

Next, figure 33 is another Telex from Vitol Geneva,
to a French Bank and copied to Unipack of Paris. It
details shipments of oil for August and September
1993. Banks in Slovakia and the Union Bank Swiss
Geneva are also mentioned.

On 15 October 1993, First Yu Swiss Bank Belgrade
sent a letter of guarantee (see Figure 34) to Wadi
Hajar Trading Company Baghdad. The letter refers
to a contact between Ocellus Company Limited and
Wadi Hajar Trading Company concerning the deliv-
ery of spare parts for agricultural machines worth
$50,000,000.

Figure 35 is a letter dated 30 December 1993 to a
Mr. Jamal Fariz, Manager of the Foreign Exchange
Department at the Jordanian Investment and Finance
Bank, who speaks of a contract that was concluded
between Ocellus Company and a Mr. Hadi Talub
Ibraheem, concerning the delivery of spare parts for
agricultural machines for the amount of $50,000,000.
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CONTRACT

Councluded between ;

COMPANY %
AMELOT , PARIS
COMPANY
Y TURAN ISH.KAT.1/101 N

OBJECT  : Both Compames concluded the president contract
gnven subjects on balow,

—1-GONEN CO.Will 1ran Kerosens, Meazul, Super Benzme,Crude o, Fue! oil,etc.
mm Basra/IRAQ to Bawﬂmmﬂnm and the roundtrip 15 approxsimately 250

;g-(ga i1ansacton GONEN CO.will send 60 standart roadtankers of about 20.000 -

z-mmwmumwmudmamwnsm ning the contract,but f it 18
necessary thes ferm can be extendad, P

3-Transport freight s US $.9,75 (nine Dallar and ssventyfive Penice
for all kndsgl%gom. el .
A-Sh;mwuq':, dm-d'h:'tum ".
nses 0F
B-Discharge expenses of roadtankers,
C-Customs expenses, +
D-insurance, +
E-All kinds of taxes and the other expenses. +

4-The IN%TAB‘I;E‘LOSS 0 WASTAGE 1s agreed %8 on tolal wesght.

5-Before :rf ‘ngmm of the transaction,UNIPACK CO. wil forward to GONEN
CO.US $.150.000.4n advance.This advance wi be paid back by GONEN CO. n
equel monthly peyments dunng the 8 months2 ‘m#’
&-Payment of this iransaction will ba nmcecgyGONEN CO. unmgymm
the payment will be done by UNIPACK CO. to GONEN CO. 8t sight of the nvorce. Al
the payments will be done by USD,

7-Monthly transportation programme will be given by UNIPACK CO.

B-UNIPACK CO. will 1o organze the accommodation and the comrminication of
GONEN CO.'s mployh?éa

&NlmempmbmmmedmandwptcwndGONEnco. n (RAQ will
s0lve by UNIPACK CO. l
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Figure 32. Unipack of
Paris contract.
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10-If the road tankers wart more than 48 hours at IRAQ or [RAN cusloms or because

of the problems ansing from the both %méﬂdmr‘i#fﬂ

discharging of the roadtankers, UMPR&? CO.will pa?ln
(seventytwe usd.)for per truck/daly. i

11.All the passing easiness of readtankers on the police stabions, both customs and
check ponts 33’(’5. execuied by UNIPACK CO,

12-The cleanieness of KEROSENE tanxers wil be camed out by IRAQ Goverments
throgh UNIPACK CO.

1&theﬂmmuﬂop&dwroad&rkmhmmmmmaﬂﬂ
empty because of UNITED mmmmmmmmmm
siiuations and political circonstances or the other causes,UNIPACK CO. will pay US
$2.000.-{threethousand USD.)Jto GONEN CO. for per truck as an ndemnities.

i&wmm\unmw»aaw IRAQ Goverments from the drivers or
GONEN CO.wll be belong to UNIP L

15-The present contract will be anter wito force by signing both adas for one year
andcmbeprmmdhrmm.

This contract be unaladed some of this conditions change if a cantelment
agrement will be done between companias .

Mmﬁmmmnlnmdanmmmmsmbam
n e companes,
MMMﬂezd&mdmmmmaMermaumm
undsputable,

SIGNATURES

GONEN CO.
Represented by YASAR GONEN

UNIPACK CO.

| Renresanted by MIRKO SISOVIC
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Figure 32. Unipack of
Paris contract (continued).



HADDADAIRE 1 @ TELEX

[
211237F 189 1825 VIT CK T130632.002 FROM 1/2

&

« @z

c.C.V 211237F
189 1825

: J/IT CH
T130632.002

FROM VITOL GENEVA. PLS REPLY TO NR: 423421
18:26 B8 JUL 93

FM VITOL S.A. - GENEVA
TO BANQUE TRAD CREDIT LYOMNAIS (FRANCE) S.A. - PARIS
ATTN LAURENT HEPNER 2

cC UNIPACK - PARIS
ATTM MR SISOVIC

. DOCUMENTARY CREDIT NBR 14508 FAVOUR OF UNIPACK

- SHIPMENT TILL AUGUST 10TH, 1993. N
- VALIDITY TILL SEPTEMBER 3RD 1993, ¢ #3. @t
- FURTHER FUNDS ALLOCATION TO BE DONE UNDER ABOVE LC:
A. GONEN TASIMACILIK (TRANSPORTEURS TERRESTRES}
GEMI ACENTALIGT TICARET LTD. STI.
BANK:EGEBANK A.S. MERSIN BRANCHE
URAY CADDESI NO.25 MERSIN/TURKEY
TLX: 67288 EGBM
FAX: 74 321 581
TEL: 74 321 580
ACCOUNT NO.: USD 949723
CORRESPONDANT BANK:AMERICAN EXPRESS BANK
LTD.,NEW YORK
ACCOUNT NO: USD -176032
USD 450.000 ,

’. EZO0 MONITORING A.S. (FOURNITURE POUR RAFFINERIES)
VISEQBICNA UVEROVA BANKA A.S.
POBOCKA BRATISLAVA SLOVAQUIE
Usp 2,392,000

€. UNION BANK SWISS (UBS) (FOURNITURE DIVERSES)
GENEVE
ACCOUNT NUMBER 405 771 60 M USD 3,223.903

ABOVE FUNDS AT THE DISPOSAL OF ABOVE PARTIES UNDER THE FOLLOWING

CONDITIONS ALREADY APPLIED TO THE OTHER FUNDS MADE AT THE DISPOSAL OF

OTHER THIRD PARTIES:

1. TRANSFER TO THIRD PARTIES SHOULD IN NO CIRCUMSTANCES EE OVER THE
CARGO VALUE CLAIMED DULY DOCUMENTED AT YOUR COUNTERS

2. UNIPACK HAS TO PRODUCE A LETTER OF RELEASE FOR EACH SINGLE PAYMENT
AT THE TIME THEY CLAIM FOR THE CARGO VALUE AND ACCORDINGLY SO LONG
PAYMENT TO THIRD PARTIES ARE NOT OVER CARGO VALUE, UNIPACK IS FREE
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Figure 33. Telex from Vitol
Geneva to a French bank.
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Figure 34. First Yu Swiss

Bank Belgrade letter of
guarantee.

G R M L R S - gt
VADI HAJAR TRADIH e ekl ;

Mohammed Said Kubba™ = =7 < e e e e TR A
3 a Fd . RN ot e 15th,1993 -
1

Ha wam M 9°4 " . . i . R i S A . % e A o AT T
Y - ' . " Our ref.: 93)Limor, T

b T R it T '-—"5,_;'-'.-.'_"
To the attention of Managing Director St

Re: Cur LETTER OF GUARANTER No, 2512

e T I T -.'--.._- 2 M-v—h“i&uv&c%_—w—w L S
Dear Sirs, s T W e e “:":"I. ST ;
; ; - tara L T
We are informed that the Contract has been concluded between
OCELLUS COMPANY LIMITED and WADI MAJAR TRADING 0, , Itd g
conearning deliveﬁ of spare parl:e(fcir agriﬂcult:faiimaohines e
ir the gmount of . Sl 50,000,000,= t 'ty million U : il
dollarsye o S 20t AR ?ﬁ@"&ym-—f IR
Féshaty - R - A RS e S T e T = PR LR |

i1 view of the.above, we FIRST Y SVISS RAWK TNG. hereby
ixrovocably guarantee thet if OCELLUS 0O, Ltd fail $0.00LPEYY . 5
their oblization we, PIRST YU SWISS BANK INO., si13 pay on G

Jour first written demand any amount up to Lhd extent of
3D 50.000,000,~ ( say: fifty million USA dollers ) againgt
presentation of the following documents: i "3-'“& LT

S L AOEE Y oAyl IF s Ehg D S SiEleuy iTa g Y
1. 2/3 of Original Clean on Board Bill of Lading or TRUCK VOUCHERS, .
2e Comnercial Invoice in fiye copies, ' RES R e R 7
% The certificate of quality and quantity with the signature of
the Buyers representatives placed on the loading place and
unloading 1:‘3.3{_::__"c of daily and weekly quantities, bins A e
v AR ey Bl s -~ AT i A

L

ey '-f:‘.‘; e e R - <1 pai ity - 7 el .‘Tﬂ;’:::ﬁ V‘"-: Pl ey “'?
This Tetter of Guarantes shall be vaiid until December 3ist,1993, .

Tt N e+ e i ST RS REASWERES i . £
After the expiry date of this Tetter of Guarantee it has to be T
returned to us as null and void without our previous request, H
Lrrespective 'of its® metuwn to us we ahall considep ourselves
fomnletely discharged of all oblizations under tha same, after
[he mentioned expiry date, T SR e
i ' F T r ._‘... = L{@;.: fla?.‘.?*..‘“;vc _-:-:-_

“Yours faithfully,

) RGN ':'-'”thz YU- 'ISW
I x ; i oG -

- M 4
[

oy S b

s e T N ey i "
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FIRST YU Swiss BANK

T0
JORDAN INVESTMENT & FINANCE BANK December 3oth,1993
AMMAN, JORDAN

. our ref,: 93/LJMOL
To ki.nd attention of Mr. Jamal Fariz '

Treasure & Manager, Foreign Exchange
Department

Rei Our LETTER OF GUARANTEE No, 2514
Dear Sirs,

We are informed that the Contract has been concluded between
OCELLUS COMPANY LIMITED and Mr, Hadi Talub Ibraheem concerning
delivery of spare parts for airicultural machines in the amount
of USD. 50,000,000.- ( say: fifty million USA dollars.-).

In view of the .bove, we FIRST YU SWISS BANK INC., hereby ... ...
irrevocably guarantee that if OCELIUS CO, LTD,, fail to fulfi

their obligation we, FIRST YU SWISS BANK INC,, will ﬁ on your
first written demand any amount up to the extent of USD 50.000.000,=
( say: fifty million USA dollars againat presentation of the
following documents:

1. 2/3 of original Clean on Board Eill of Lading or Truck Vouchers,

2. Commercial Invoice in five copies.

3« The certificate of lity and qnmtithith the signature of
the Buyers‘representatives placed on the loading place and
unloading place of daily and weekly quantities.

This Letter of Guarantee shall be valid until June olst,1994,

After the expiry date of this Letter of Guarantee it has to be
returned to us as null and void without our previous request,
Irrespective of its® return to us we shall consider ourselves
completely discharged of all obligation under the same, after

the mentioned expiry date.
i titntully,
U ~W“’.

UG
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Figure 35. Letter dated 30
December 1993 to
Mr. Jamal Fariz.
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Annex G
Iraq’s Banking System

Origins of the Iraqi Banking System

In imitation of Egyptian leader Abdul Nasser’s
nationalist/socialist policies, the Iraqi govern-

ment of Abd al-Salam ‘Arif nationalized all private
commercial banks in Iraq in 1965, as well as the
branches of foreign commercial banks. The govern-
ment closed the nationalized banks and moved their
customer accounts to the state-owned commercial
bank, Rafidian Bank, which was owned by the MoF.
As aresult, Rafidian Bank had to rapidly expand its
branch system to service its expanded customer base,
but it did not have the human resources to manage

a complex network. In addition, nationalization of
the private banks caused the best bank managers to
leave the industry and created distrust among foreign
investors. The combined effect of these factors caused
the effectiveness and service quality of the country’s
banking system to deteriorate.

In response to Rafidian Bank’s inability to service the
country’s banking needs, in the early 1970s the CBI
and the MoF proposed to the government that a new
state-owned bank be licensed. As a result, in 1988
Rasheed Bank, also owned by the MoF, was licensed.
In addition to serving the private sector, Rasheed
Bank and Rafidian Bank soon took over much of the
banking business of state-owned enterprises, relieving
CBI of that function.

The Ministry of Finance was responsible for over-
seeing budgets of several ministries as well as the
state-operated banking system. Currently, the six
state-owned banks (Rafidian, Rasheed, the Agricul-
tural, the Industrial, the Real Estate, and the Social-
ist) account for about 93 percent of banking system
assets. There are also 18 private banks with capital-
ization of $25 million and deposits of $107 million.

The 18 private banks were established in an effort to
handle local depositors’ financial needs and reform
as well as modernize the banking sector. These
banks remained small, in part because most Iraqis

did not think it was safe to put their money in banks.
Figure 36 lists both the state and privately owned
banks of Iraq, including branches, establishment date
and capital assets remaining after OIF.

Organization of the CBI

The CBI was composed of five main departments,
plus support elements (see Figure 37).

* Department of Investment. This department main-
tained account information for foreign accounts.

* Department of Accounting. This department
maintained the employee accounts of the CBI.

* Department of Exchange. This department
licensed money exchangers.

Iraqi Ministry of Finance’s Banking Role

The Iraqi MoF was headed by Hikmat Mizban
Ibrahim al-Azzawi from 1995 to 2003. Azawi was
responsible for managing the funds for the Iraqi
government held in the CBI. All revenue for the gov-
ernment went into accounts in the CBI. Apart from
normal budgetary requirements, a major duty for the
Finance Minister was to disperse money for Saddam.
The Presidential Diwan had special accounts separate
from the normal government accounts. Routinely,
letters from Saddam would arrive at the MoF order-
ing the transfer of funds from government accounts to
Presidential Diwan accounts located at the CBI.

* The Presidency was also the authorizing author-
ity for transferring money to other ministries. Any
order for funds received by the MoF was sent to the
Director of the CBI, Isam Rashid al-Huwaysh. Any
disputes between al-Huwaysh and al-Azawi were
settled by Saddam.

* When hard currency was collected in the CBI, it
was allocated to the ministries that needed hard
currency to buy things internationally, such as the
Ministry of Health. Because hard currency was in
such short supply, the ministries that received it had
to pay it back in Iraqi Dinars.
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PAID UP
BANK’S NAME BRANCHES | PSTABLISHMENT | caprraL
(THOUSAND $)

Rafidian Bank 164 1941 2700
Rasheed Bank 170 1988 1300
Industrial Bank 5 1935 300
Agricultural Cooperative 42 1935 400
Bank
Estate Bank 16 1948 733
Social Bank 4 1990 667
Total Govt Branches 401 6100
Baghdad Investment Bank 20 1992 1167
Commercial Bank of Irag 11 1992 1665
Iragi Islamic Bank 9 1993 365
Iraqi Middle East 11 1993 2160
Investment Bank
Basrah Private Bank for 14 1993 667
Investment
Investment Bank of Iraq 17 1993 1280
United Bank for 5 1995 1000
Investment
Al-Ahli Al-Iragi Bank 4 1995 500
Credit Bank of Iraqg 10 1998 833
Dar Al-Salam Bank 14 1998 800
Company of Investment
Babylon Bank 6 1999 833
Economic Investment 14 1999 267
Bank
Summer Commercial 6 1999 533
Bank
Al-Warka Bank for 3 2000 667
Investment
Gulf Commercial Bank i 2000 880
Al-Baraka Bank for 4 2001 815
Investment
Mosul Bank 3 2001 667
Iraqi National Bank 4 1995 500
Total of Private 176 15599
Branches

| Grand Total S77 21699
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Figure 36. Iraqi banking
system structure.



DEPARTMENT INDIVIDUAL
Governor Isam Rashid al-Huwaysh
Deputy Governors Abd al-Ahad Butrus

Isam Ibrahim al-Chalabi

Abd al-Mun’im Rashid

Falih Da’ud Salman

Ahmad Salman

Department of Investment

Asrar ‘Abd al-Husayn (Director General)

Hasan Kazal

Munir ‘Umran

Muna ‘Abd al-Wahid

Talib Mahdi

Department of Credits and Foreign
Payment (Letters of Credit)

* Mahmud ‘Abd al-Nun’im (Director
General)

Tarig Admun

Rashid Hamid

Fawziva

Sa’di Farman

Abd al-Sahib

Muhsin Hagir

Department of Agreements and Loans

Ahmad Salman (Director General)

Hasan al-Hadri

Kamil ‘Abdu ‘Abbas

Fakhri ‘Abd al-Latif

Qasim ‘Abd al-Rasul

Hazim Majim al-Ani

Department of Research and Statistics

Samira al-Khazraji (Director General)

Naijla Sabri

Hazima Magtuf

Department of Issuing

‘Abd al-Majid Sagar (Director General)

Department of Administration

Lu’ay Sadiq (Director General)

Department of Foreign Exchange

Sadiq al-Shimari (Director General)

Dar Al-Nahrayn Department for Printing
Money

Walid Hamid ‘Abd al-Ghani (Director
General)

Department of Accounting

Hasib Kadum

Mosul Branch

Basrah Branch

Training Institute

Dr. Muhsin Hasan (Director General)

Computer Section

Safwan ‘Abd al-Latif

Law Section

In"am Yasin
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Figure 37. Department,
department directors, and
branches within CBI as of
1 July 2002.
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The CBI did not make extra payments directly to any
ministries or to the Diwan, including the IIS and the
MIC. Payments were made to the MOF accounts at
the Rasheed and Rafidian Banks, and then distrib-
uted. At the end of the month, the CBI would send an
account of what was sent to the Rasheed and Rafidian
Banks to the MoF. After two or three days the MoF
would instruct the CBI to print Iraqi Treasury Bonds
as an accounting procedure to balance the books. Iraq
did not have a more formal economic or rigorous
monetary policy.

State-Owned Banks

Iraqi had two state-owned commercial banks: the
Rafidian and the Rasheed. Both the Rafidian Bank
and the Rasheed Bank accounted for about $1.8 bil-
lion in assets, or about 86 percent of the total assets
in Iraq’s banking system.

Rafidian Bank

The Rafidian Bank was owned by the Ministry of
Finance and was founded in 1941. It was the largest,
oldest, and most important commercial bank in Iraq.
It handled much of the Regime’s foreign assets. The
central branch of Rafidian bank was located in Bagh-
dad. The chairman and General Manager was Diya’
al-Khayyun. In addition to the Baghdad Headquarters,
there was a main branch in Basrah; and over 164
smaller branches located throughout Iraq. There were
eight overseas branches in Bahrain, Egypt, Jordan (2),
Lebanon, United Arab Emirates, Yemen, and Great
Britain.

Rafidian Bank was primarily a conduit for trans-
Jferring money out of Iraq. Several branches were
involved in passing illicit revenue from oil and ciga-
rette smuggling around the Middle East. In the Febru-
ary to April 2002 timeframe, Mufid ‘Aziz (Director

of Rafidian Bank) and ‘Abd al-Huwaysh all-Mukhtar
(Regional Director of the Rafidian Bank) withdrew
$50 million from accounts at the Commercial Bank of
Syria.

Rasheed Bank

The Rasheed Bank was Iraq’s second largest commer-
cial bank with 170 domestic branches. It was gov-
ernment-owned and established in 1988. It operated
outside Iraq through correspondents. The Rasheed
Bank was established to provide competition for
Rafidian, primarily in Iraq.

Specialized Credit Banks

Iraq also used four specialized state-owned banks:
the Agricultural Bank, the Industrial Bank, the Real
Estate Bank, and the Socialist Bank, all which col-
lectively account for about seven percent of the total
assets in the banking system. These four banks were
established to increase the flow of financial support
to certain sectors of Iraq’s economy such as agri-
culture, industry, business creation, and real estate.
They played virtually no role in Iraq’s illegal financial
transactions during sanctions.

Privately Owned Banks

In the face of decreasing foreign currency reserves
held in country and an increasing illiquid domestic
banking system, the CBI and MoF in approximately
1992 successfully petitioned the government to allow
the licensing of new private commercial banks. By
February 2003, there were approximately 18 private
commercial banks. These private banks offered supe-
rior service, were more computerized, and were faster
growing than the state-owned banks. By early 2003,
the private banks held the majority of private-sector
accounts and deposits, although the government
ministries and state-owned enterprises still banked
primarily with state-owned banks.

Private banks were set up with capital from individu-
als. Under Iraqi banking laws, no one individual

was allowed to own more than a five-percent share
holding in a private bank. The quality of management
of the private banks was better than the government-
managed banks. The private banks were able to offer
better salaries, and attract the best candidates from the
banking sector.

According to a senior Iraqi Government official, in
order to evade controls under international sanctions,
the government of Saddam used private commercial
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banks for some transactions in the belief that private
banks would not be as closely monitored by the UN
as the state owned banks and the CBIL

Middle East Bank

Uday Saddam Husayn al-Tikriti owned shares in the
Middle East Bank. The Middle East Bank is one of
the largest private banks in Iraq. Uday also controlled
the appointees and directors of the bank.

Islamic Bank

The Islamic Bank was unconventionally established.
Formed by the Humayim family, the bank was estab-
lished on a decree from the RCC, which was contrary
to Iraqi banking rules and regulations. Money of
Ba’ath Party Members and supporters of the Regime
was deposited into this bank.

The Role Played by the Hawala System

The hawala system was the most common informal
payment system used in Iraq under Saddam. The Iraqi
Regime encouraged its citizens in Iraq and abroad to
open accounts in foreign currencies at Iraqi banks in
order to track funds that were traditionally transferred
through informal payments arrangements. The reli-
ability of the ancient hawala system came from trust
and the extensive use of personal connections and
family-tribal relationships. In its simplest terms, an
individual desiring to transfer money exchanged cash
for a hawala note, often coded or secretly marked to
foil potential counterfeiters. This note would then

be transferred to the other party via mail or courier.
The party on the other end of the transaction then
presented the note to an associated exchanger in their
country, who converted the hawala note back into the
appropriate cash specified in the note, minus a han-
dling fee. In modern times, the use of e-mail, faxes,
and telephones have made these private cash transfers
almost instantaneous and nearly impossible to trace or
regulate.

Before OIF, there was no regulation of the hawala
system in Iraq and the use of them was outlawed.
Regardless, illegal hawalas were often used by the
average Iraqi individual or company to transfer funds
from expatriate communities to the homeland. The

The Hawala

The term “hawala” means “transfer” or “wire”

in Arabic banking terms. The word hawala comes
from the Arabic root hwl, meaning to “change” or
“transform.” In common Arabic usage, hawala are
performed in three different ways—two of which are
legal:

e Hawalas through Iraqi banks are synonymous with
bank money transfers. Bank hawalas are legal.

e lllegal hawala transfers are based on an ancient
informal banking system used throughout South
Asia and the Middle East to transfer money across
distances past legal and financial barriers. In
modern times, unlicensed money exchangers use
this process, coupled with modern telecommunica-
tions to discreetly transfer money.

e Hawalas made using the old process via licensed
money exchangers are considered legal. Not all
money exchangers perform hawalas.

illicit system is reliable and efficient and is preferred
because it is faster and less expensive than bank
hawalas.

* The speed is due to the lack of paperwork and
bureaucracy, while the cost effectiveness is due to
not having to deal with a bank’s artificial, higher
exchange rates. However, the anonymity and lack
of traceable documentation make this system vul-
nerable to abuse by individuals and groups transfer-
ring funds to finance illegal activities.

* For example, in order to import goods, a letter of
credit was normally needed from a bank in Jordan.
To get this, the Jordanian bank would need some
cash. Because it was illegal to transfer cash out of
Iraq through the normal banking system, the illegal
hawala system was used to move the money.

* The hawala system was positive for the economy
because it reduced the liquid cash within the
economy and helped counter the effects of inflation.
Hawalas were eventually legalized and regulated by
Saddam in an attempt to reduce smuggling and help
stimulate the economy.
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Annex H
UN Security Council Resolutions
Applicable to Iraq

The following information from the Office of the

Spokesman for the United Nations UNSG summa-
rizes the Chapter VII resolutions applicable to Iraq
between 1990 and 2003. Emphasis has been added.

UNSCR 661 (1990) of 6 August 1990 imposed
economic sanctions on Iraq, including a full trade
embargo barring all imports from and exports to
Iraq, excepting only medical supplies, foodstuffs,
and other items of humanitarian need, as determined
by the Security Council sanctions committee, which
was also established by UNSCR 661. The sanctions
committee was chaired at the beginning of 2004 by
the Ambassador of Romania, with the delegations of
the Philippines and Pakistan providing vice chairmen.

UNSCR 687 (1991) of 3 April 1991, the cease-fire
resolution, declared that the full trade embargo
against Iraq would remain in place, pending periodic
reviews every 60 days (para. 21) and every 120 days
(para. 28) of Iraqi compliance with the obligations
imposed under UNSCR 687.

UNSCR 712 (1991) of 19 September 1991 allowed
for a partial lifting of the embargo, which would have
enabled Iraq to sell some oil to use the proceeds for
humanitarian purposes. In return, Iraq would have
been subject to strict UN monitoring of the contracts
and distribution of humanitarian goods bought with
the oil revenues.

UNSCR 986 (1995) of 14 April 1995 enables Iraq to
sell up to $1 billion of oil every 90 days and use the
proceeds for humanitarian supplies to the country.
On 20 May 1996, the UN and the Government of
Iraq concluded the MoU that codified the practical
arrangements for the implementation of the UN OFF
agreement. The sanctions committee subsequently
adopted on 8 August 1996 the Procedures for the
implementation of UNSCR 986. On 9 December
1996, the UNSG reported to the Security Council
(S/1996/1015) that all the steps necessary to ensure
the effective implementation of UNSCR 986 had been
concluded. As a result, UNSCR 986 went into effect
at 00.01 hours Eastern Standard Time on 10 Decem-
ber 1996. The first food shipment arrived in Iraq on
20 March 1997.

UNSCR 1051 (1996) of 27 March 1996 estab-

lished the export/import monitoring system for Iraq.
Iraq and countries exporting to Iraq must notify
UNSCOM and the IAEA regarding the supply of
“dual-use” items to Iraq. Such items are subject to
inspection upon their arrival in Iraq as well as at the
site where the items will be used.

UNSCR 1111 (1997) of 4 June 1997 decided that the
provisions of UNSCR 986, except those contained

in paragraphs 4,11 and 12, shall remain in force for
another period of 180 days beginning at 00.01 hours,
Eastern Daylight Time, on 8 June 1997. Further
decided to conduct a thorough review of all aspects of
the implementation of this resolution 90 days after the
entry into force of paragraph 1 and again prior to the
end of the 180 day period, on receipt of the reports
referred to in paragraphs 3 and 4, and expressed its
intention, prior to the end of the 180 day period, to
consider favorably renewal of the provisions of this
resolution, provided that the reports referred to in
paragraphs 3 and 4 indicate that those provisions are
being satisfactorily implemented.

UNSCR 1115 (1997) of 21 June 1997 decided not

to conduct the reviews provided for in paragraphs 21
and 28 of UNSCR 687 (1991) until after the Special
Commission submits its next consolidated progress
report due on 11 October 1997, after which time those
reviews will resume in accordance with UNSCR 687.

UNSCR 1129 (1997) of 12 September 1997 decided
that the provisions of UNSCR 1111 should remain in
force, except that States are authorized to permit the
import of petroleum and petroleum products originat-
ing in Iraq, including financial and other essential
transactions directly relating thereto, sufficient to
produce a sum not exceeding a total of one billion
United States dollars within a period of 120 days
from 00.01 hours, Eastern Daylight Time, on 8 June
1997 and, thereafter, a sum not exceeding a total of
one billion United States dollars within a period of 60
days from 00.01 hours, Eastern Daylight Time, on 4
October 1997; and decided further that the provisions
of paragraph 1 shall apply only to the period of imple-
mentation of UNSCR 1111.

UNSCR 1134 (1997) dated 23 October 1997
expressed the firm intention, if Iraq does not comply
with paragraphs 2 and 3 of UNSCR 1115, to adopt
measures which would oblige all States to prevent
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without delay the entry into or transit through their
territories of all Iraqi officials and members of

the Iraqi armed forces who are responsible for or
participate in the instances of non-compliance of
paragraphs 2 and 3 of UNSCR 1115. It decided not
to conduct the reviews provided for in paragraphs 21
and 28 of UNSCR 687 until after the next consoli-
dated progress report of the Special Commission,
due on 11 April 1998, after which those reviews will
resume in accordance with UNSCR 687, beginning
on 26 April 1998.

UNSCR 1137 (1997) dated 12 November 1997
imposed travel restrictions on all Iraqi officials

and members of the Iraqi armed forces who were
responsible for or participated in the instances of
non-compliance including the denial of entry to

Iraq to Special Commission officials on the grounds
of their nationality and the denial of entry to sites
designated by the Special Commission for inspection
to Special Commission inspectors on the grounds

of their nationality. The resolution decided that the
review provided in paragraphs 21 and 28 of UNSCR
687 shall resume in April 1998 in accordance with
paragraph 8 of UNSCR 1134, provided that the Gov-
ernment of Iraq shall have rescinded its decision of
29 October 1997 to impose conditions on cooperation
with the Special Commission.

By UNSCR 1143 (1997) of 4 December 1997 the
Security Council decided that the provisions of
UNSCR 986, except those contained in paragraphs 4,
11 and 12, shall remain in force for another period of
180 days beginning at 00.01 hours, Eastern Standard
Time, on 5 December 1997.

By UNSCR 1153 (1998) of 20 February 1998 the
Security Council decided that the provisions of
UNSCR 986, except those contained in paragraphs 4,
11 and 12, shall remain in force for a new period of
180 days beginning at 00.01 hours, Eastern Standard
Time, on the day after the President of the Council
has informed the members of the Council that he
has received the report of the UNSG requested in
paragraph 5 of UNSCR 1153, on which date the
provisions of UNSCR 1143, if still in force, shall
terminate, except as regards sums already produced
pursuant to that resolution prior to that date.

* Also by UNSCR 1153, the Security Council
decided that the authorization given to States by
paragraph 1 of UNSCR 986 shall permit the import
of petroleum and petroleum products originat-
ing in Iraq, including financial and other essential
transactions directly relating thereto, sufficient to
produce a sum, in the 180-day period referred to in
paragraph 1 of UNSCR 1153, not exceeding a total
of 5.256 billion United States dollars, of which the
amounts recommended by the UNSG for the food/
nutrition and health sectors should be allocated on
a priority basis, and of which between 682 million
United States dollars and 788 million United States
dollars shall be used for the purpose referred to in
paragraph 8 (b) of UNSCR 986, except that if less
than 5.256 billion United States dollars worth of
petroleum or petroleum products is sold during the
180 days period, particular attention will be paid to
meeting the urgent humanitarian needs in the food/
nutrition and health sectors and the UNSG may
provide a proportionately smaller amount for the
purpose referred to in paragraph 8 (b) of UNSCR
986.

By UNSCR 1158 (1998) of 25 March 1998 the Secu-
rity Council decided that the provisions of UNSCR
1143 shall remain in force, subject to the provisions
of UNSCR 1153, except that States are authorized

to permit the import of petroleum and petroleum
products originating in Iraq, including financial and
other essential transactions directly relating thereto,
sufficient to produce a sum not exceeding a total of
1.4 billion United States dollars within the period of
90 days from 00.01 hours, Eastern Standard Time, on
5 March 1998.

UNSCR 1175 (1998) of 19 June 1998 authorized
States, subject to the provisions of paragraph 2 of the
resolution, to permit, notwithstanding the provisions
of paragraph 3 (c) of UNSCR 661, the export to Iraq
of the necessary parts and equipment to enable Iraq
to increase the export of petroleum and petroleum
products, in quantities sufficient to produce the sum
established in paragraph 2 of UNSCR 1153.

* By the same resolution, the Committee established
by UNSCR 661, or a panel of experts appointed
by that Committee may approve contracts for the
parts and equipment and up to a total of 300 million
United States dollars may be used for that purpose.
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e UNSCR 1175 also noted that the distribution
plan approved by the UNSG on 29 May 1998, or
any new distribution plan agreed by the Govern-
ment of Iraq and the UNSG, will remain in effect,
as required, for each subsequent periodic renewal
of the temporary humanitarian arrangements for
Iraq and that, for this purpose, the plan will be
kept under constant review and amended as neces-
sary through the agreement of the UNSG and the
Government of Iraq and in a manner consistent with
UNSCR 1153.

UNSCR 1194 (1998) of 9 September 1998 decided
not to conduct the review scheduled for October 1998
provided for in paragraphs 21 and 28 of UNSCR 687,
and not to conduct any further such reviews until Iraq
rescinds its above-mentioned decision of 5 August
1998 and the Special Commission and the IAEA
report to the Council that they are satisfied that they
have been able to exercise the full range of activities
provided for in their mandates, including inspections.

* By UNSCR 1194, the Security Council also reaf-
firmed its intention to act in accordance with the
relevant provisions of UNSCR 687 on the duration
of the prohibitions referred to in that resolution and
notes that by its failure so far to comply with its
relevant obligations Iraq has delayed the moment
when the Council can do so.

By UNSCR 1210 (1998) of 24 November 1998,

the Security Council decided that the provisions of
UNSCR 986, except those contained in paragraphs 4,
11 and 12, shall remain in force for a new period of
180 days beginning at 00.01 hours, Eastern Stan-
dard Time, on 26 November 1998. The resolution
also decided that paragraph 2 of UNSCR 1153 shall
remain in force and shall apply to the above-men-
tioned 180-day period.

In January 1999, the Security Council decided to
establish three panels on disarmament, humanitarian
issues and prisoners of war and Kuwaiti property to
discuss options that would lead to the full implemen-
tation of all relevant Security Council resolutions con-
cerning Iraq. Ambassador Amorim (Brazil) chaired all
three panels. He submitted the panels’ reports in the
spring of 1999 (S/1999/356), and the Council consid-
ered the recommendations contained therein.

UNSCR 1242 (1999) of 21 May 1999, extended the
UN OFF program for a further 180 days starting on
25 May 1999.

UNSCR 1266 (1999) of 4 October 1999 decided that
paragraph 2 of UNSCR 1153, as extended by UNSCR
1242, shall be modified to the extent necessary to
authorize States to permit the import of petroleum
and petroleum products originating in Iraq, includ-
ing financial and other essential transactions directly
related thereto, sufficient to produce an additional
sum, beyond that provided for by UNSCR 1242,
equivalent to the total shortfall of revenues authorized
but not generated under UNSCR 1210 and 1153, 3.04
billion United States dollars, within the period of 180
days from 00.01 hours, eastern standard time, on 25
May 1999.

UNSCR 1281 (1999) of 10 December 1999, extended
the UN OFF program for a further 180 days starting
on 12 December 1999 (phase VII).

On 17 December 1999, after several months of
intensive consultations, the Security Council adopted
UNSCR 1284 (1999), stressing the need for a com-
prehensive approach to the full implementation of all
relevant Security Council resolutions and Iraq compli-
ance with these resolutions. The resolution estab-
lished the United Nations Monitoring, Verification
and Inspection Commission (UNMOVIC) to under-
take the responsibilities of the former UNSCOM,
which was charged with monitoring the elimination
of weapons of mass destruction in Iraq. The resolu-
tion also removed the ceiling on Iraqi oil exports
and provided for additional specific arrangements for
facilitating humanitarian supplies to Iraq, including
the conditional suspension of the sanctions Regime.

On 8 June 2000, the Security Council unanimously
adopted UNSCR 1302 (2000) by which it extended
the UN OFF program for a further 180-day period
beginning 9 June 2000. The Council repeatedly
extended the program for 180-day periods over the
following years.

Then, on 14 May 2002, the Security Council unani-
mously adopted UNSCR 1409 (2002), which adopted
a revised Goods Review List of military-related
goods or commodities, which was to enter into effect
on 30 May 2002. From that date onward, States are
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authorized to sell or supply any commodities not
included on the Goods Review List, while the Coun-
cil would regularly conduct thorough reviews of the
Goods Review List.

On 28 March 2003, the Security Council unanimously
adopted UNSCR 1472 (2003), making technical and
temporary adjustments to the UN OFF program on

an interim and exceptional basis, so as to ensure the
implementation of approved contracts concluded

by the Government of Iraq for the relief of the Iraqi
people.

* The resolution authorizes the UNSG and represen-
tatives designated by him to establish alternative
locations, inside and outside Iragq, for the delivery,
inspection and authenticated confirmation of
humanitarian supplies and equipment under the
program.

* It also authorizes him, among other things, to
review as a matter of urgency the approved funded
and non-funded contracts concluded by the Iraqi
Government and to contact suppliers of those
contracts and, when necessary, to require them to
delay, accelerate or divert shipments. It also allows
him to negotiate and execute new contracts for
essential medical items.

On 25 April 2003, the Council unanimously adopted
UNSCR 1476 (2003), extending the provisions of
UNSCR 1472 until 3 June 2003.

The Security Council formally ended all sanctions,
except those related to the sale or supply to Iraq of
arms and related material, other than those required
by the occupying powers to serve the purposes

of Security Council resolutions, in UNSCR 1483
(2003), which was adopted on 22 May 2003 by a vote
of 14-0 with one country not participating in the vote.

» The resolution states that, with the exception of the
arms prohibitions noted above, all other sanctions
established by UNSCR 661 and subsequent resolu-
tions “shall no longer apply.”

It also requests that the UNSG will continue the
exercise of his responsibilities under UNSCRs
1472 and 1476 for a period of six months, and will
terminate within this time period, in the most cost
effective manner, the ongoing operations of the
UN OFF Program.
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