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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 fi gure 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 specifi c economic data, it is 
diffi cult 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-fi fth 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 fi nally 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 
forested. 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 fi rst 
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-suffi cient in 
fruits and vegetables. 
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Figure 6. Estimated GDP/real GDP in 2003 USD.

Figure 7. GDP in current prices.
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Figure 8. Sectoral 
composition of Iraq’s GDP, 
1989.

Figure 9. Iraq oil production, 
1988-2003.
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Industrial Diversifi cation and Manufacturing

Industrial development, diversifi cation 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 refi ning, 
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 
diversifi cation 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 defi ned and 
the economy’s concentration on oil was never chal-
lenged. Inevitably, as with all other segments of the 
economy, manufacturing and industrial diversifi cation 
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 fi nance 
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 fi nancing to fi ght Iran (Figure 
11). Although the Gulf States considered the fi nancial 
support provided to Iraq to be a loan, Iraq believed 
that the Gulf States were required to provide help to 
Iraq in its fi ght 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 infl icted 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 fi gure 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 fi nancial 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 11. Iraq’s major 
creditors (non-Paris Club).

Figure 10. Iraq’s Paris Club 
creditors.
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Figure 12. Foreign debt, 
1989-2003.

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 fl owing into the country 
or any transaction that require the exchange of foreign 
currency into dollars. A payment represents dollars 
fl owing 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 
offi cial rate between $3 to 3.38 per dinar in the 1970s. 
The last offi cial exchange rate of $3.11 per dinar 
was set in 1982. During the 1970s the offi cial and 
market rates generally corresponded and by 1980 the 
country had $35 billion in foreign exchange reserves. 
Because of the war with Iran that fi gure had fallen to 
$2 billion by 1987. The currency depreciated rap-
idly in the unoffi cial market during the Iraq-Iran war 
and after the fi rst Gulf War the pace of depreciation 
increased further. During 1997 to 2003, the exchange 
rate fl uctuated 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 offi cial 
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 affl iction 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 signifi cantly during the period 
of 1988-2003. Unemployment in Iraq during 2003 
was estimated to be around 28 percent of the labor 
force. Some 40 percent of the employed are estimated 
to work in the public sector, many in marginalized 
economic activities, in diffi cult 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 refl ect 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 confl icts and lack 
of fi nancing 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 refl ection 
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.

Figure 15. Balance of payments.
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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. 

Figure 16. Exchange rate 
ID/USD.
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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. 

• 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. 

• 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 fi ve years. To this was added an 
estimate for the amount of trade to be fi nanced 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 fi gure 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, 40th  
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 
fi gure 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 fi gure 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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a 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 $).a

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. 

Figure 18. Kickback earnings calculations.

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 

a
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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 
for 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 refi neries 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 fi ring electrical power 
plants. 

Smugglers, using small oil transporters similar to 
the one in the picture in Figure19, 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 benefi ted 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 
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Figure 19. A smuggling tanker.

Smuggler “Volgoneft-147”

Figure 20. Value of 
Jordanian Al Bashair 
oil export contracts 
(1999-2003).

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 fi rst 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 specifi cations of the product are in accordance with the local marketing specifi ca-
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 specifi ed 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.

6. Final destination:

Turkey, through Iraqi borders.

7. Price: 

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

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

8. 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 (fi rst party) in the Central Bank of Iraq or any other bank account the fi rst party chooses, 
in accordance with the commercial list issued by the fi rst 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 fi rst 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 benefi t of the fi rst 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 fi rst 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 fi rst 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 offi cial 
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

First Party
Al-Bashair Trading Company Limited

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 fi gure 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 CBI. 

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 specifi ed 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-
fi ed 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 
$1million. 

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 Iraq-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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Figure 21. Summary of a 
letter from the Wadi Hajar 
Trading Company.
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Figure 22. Contract 
between the National Ira-
nian Petroleum Distribution 
Company Tehran, Iran and 
Pediment Holdings Tehran.
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Figure 22. Contract 
between the National Ira-
nian Petroleum Distribution 
Company Tehran, Iran and 
Pediment Holdings Tehran 
(continued).
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Figure 22. Contract 
between the National Ira-
nian Petroleum Distribution 
Company Tehran, Iran and 
Pediment Holdings Tehran 
(continued).
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Figure 23. Personal letter 
from Mr. Max Moini.
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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.
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Figure 25 . Second letter 
from A.J. Khazamipour, 
Rashi International
(continued).
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Figure 26. Two checks to 
Max Moini.



235

R
eg

im
e 

F
in

an
ce

an
d

 P
ro

cu
re

m
en

t

Figure 27. Contract for 
petroleum products.
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Figure 27. Contract for 
petroleum products
(continued).
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Figure 27. Contract for 
petroleum products
(continued).
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Figure 28. Letter addressed 
to Muhammad Said Kuba.
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Figure 29. Contract 
between al Bashair
Trading Company and
Unipack Paris.
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Figure 29. Contract 
between al Bashair
Trading Company and
Unipack Paris (continued).
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Figure 29. Contract 
between al Bashair
Trading Company and
Unipack Paris (continued).
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Figure 30. Letter
authorizing the Czech 
Republic Company, Exim 
Praha, to procure crude
light oil.
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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, fi gure 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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Figure 32. Unipack of
Paris contract.



246

Figure 32. Unipack of
Paris contract (continued).
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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.



249

R
eg

im
e 

F
in

an
ce

an
d

 P
ro

cu
re

m
en

t

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, Rafi dian Bank, which was owned by the MoF. 
As a result, Rafi dian 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 Rafi dian 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 Rafi dian 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 (Rafi dian, 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’ fi nancial 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 fi ve 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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Figure 36. Iraqi banking 
system structure.
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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 Rafi dian 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 Rafi dian 
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 
Rafi dian and the Rasheed. Both the Rafi dian 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. 

Rafi dian Bank
The Rafi dian 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 Rafi dian 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. 

Rafi dian Bank was primarily a conduit for trans-
ferring 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, Mufi d ‘Aziz (Director 
of Rafi dian Bank) and ‘Abd al-Huwaysh all-Mukhtar 
(Regional Director of the Rafi dian 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 
Rafi dian, 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 fl ow of fi nancial 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 fi nancial 
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 fi ve-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 offi cial, 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 CBI. 

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 specifi ed 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 

illicit system is reliable and effi cient 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 artifi cial, 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 fi nance 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 infl ation. 
Hawalas were eventually legalized and regulated by 
Saddam in an attempt to reduce smuggling and help 
stimulate the economy. 

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:

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

• Illegal 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 fi nancial barriers. In 
modern times, unlicensed money exchangers use 
this process, coupled with modern telecommunica-
tions to discreetly transfer money. 

• Hawalas made using the old process via licensed 
money exchangers are considered legal. Not all 
money exchangers perform hawalas. 
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Annex H
UN Security Council Resolutions 
Applicable to Iraq 

The following information from the Offi ce 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-fi re 
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 codifi ed 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 fi rst 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 fi nancial and other essential 
transactions directly relating thereto, suffi cient 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 fi rm 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 offi cials 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 offi cials 
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 offi cials 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 fi nancial and other essential 
transactions directly relating thereto, suffi cient 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 fi nancial and 
other essential transactions directly relating thereto, 
suffi cient 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 suffi cient 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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•  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 satisfi ed 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-
fi rmed 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 modifi ed to the extent necessary to 
authorize States to permit the import of petroleum 
and petroleum products originating in Iraq, includ-
ing fi nancial and other essential transactions directly 
related thereto, suffi cient 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, Verifi cation 
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 specifi c 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 Iraq, for the delivery, 
inspection and authenticated confi rmation 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. 




