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I. INTRODUCTION AND SUMMARY 
Iraq’s largest source of illicit income in relation to the Programme came from “kickbacks” paid 
by companies that it selected to receive contracts for humanitarian goods.  These payments to the 
Iraqi regime were disguised by various subterfuges and were not reported to the United Nations 
by Iraq or the participating contractors—let alone approved by the United Nations as permissible 
payments from the escrow account.  As set forth in the Committee’s recent Programme 
Management Report, available evidence indicates that Iraq derived more than $1.5 billion in 
income from these kickbacks.387 

As with its selection of oil purchasers, political considerations influenced Iraq’s selection of 
humanitarian vendors.  For the first several years of the Programme’s operation, however, Iraq 
did not have in place a formal kickback policy.  The kickback policy emerged only over time as 
the Programme extended for a longer period and involved larger amounts than anticipated.  The 
kickback policy developed in mid-1999 from Iraq’s effort to recoup purported costs it incurred to 
transport goods to inland destinations after their arrival by sea at the Persian Gulf port of Umm 
Qasr.  Rather than seeking approval from the United Nations for compensation of such costs from 
the Programme’s escrow account, Iraq simply required humanitarian contractors to make such 
payments directly to Iraqi-controlled bank accounts or to front companies outside Iraq that in turn 
forwarded the payments to the Government of Iraq.  Not only were these side payments 
unauthorized, but it was an easy matter for Iraq to impose “inland transportation” fees that far 
exceeded its actual transportation costs. 

By mid-2000, Iraq instituted a broader policy to impose generally a ten percent kickback 
requirement on all humanitarian contractors—including contractors shipping goods by land as 
well as contractors shipping to Umm Qasr.  This broader policy was in addition to the 
requirement that contractors pay inland transportation fees.  Iraq dubbed its more general 
kickback requirement as an “after-sales-service” fee.  After-sales-service provisions often were 
incorporated into contracts as a way to inflate prices and permit contractors to recover from the 
United Nations escrow account amounts they had paid secretly to Iraq in the form of kickbacks.  
Contractors paid these kickbacks before their goods were permitted to enter Iraq.  For ease of 
reference, this form of kickback is referred to throughout as an after-sales-service fee—even 
though Iraq often collected a ten percent fee without labeling it an “after-sales-service” fee or 
without inserting an after-sales-service provision in the applicable contract. 

                                                      

387 “Programme Management Report,” vol. I, pp. 30, 38; ibid., vol. II, pp. 35-38.  The term “kickback” is 
used to denote an illicit payment to Iraq by a company contractor made in connection with Iraq’s selection 
of a company to receive a contract to provide humanitarian goods under the Programme.  The term 
“humanitarian contract” includes contracts for all goods imported into Iraq under the Programme, and the 
term “humanitarian kickback” is used as a shorthand reference to kickbacks made in connection with 
humanitarian contracts.  It is unnecessary to determine whether the illicit payments described in this 
Chapter were true “kickbacks” in the strict legal sense that this term may be used in criminal corruption 
laws.   
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Many companies freely went along with Iraq’s demands.  Others made payments to third parties 
or agents while disregarding the likely purpose of these payments, or perhaps unwittingly.  
Indeed, the Committee calculates that more than 2,200 companies worldwide paid kickbacks to 
Iraq in the form of inland transportation fees, after-sales-service fees, or both.  Tables of all 
companies for which there is evidence that kickbacks were paid in connection with their contracts 
have been separately published by the Committee today. 

In addition to this listing of companies, this Chapter provides case studies of twenty-three 
companies (or related company groups) that participated in the payment of kickbacks on 
humanitarian contracts.  The companies fall into four groups: (1) Iraqi front companies (i.e., 
companies that were controlled covertly or owned in part by the Government of Iraq); (2) major 
foodstuff providers that ranked at the top of the list in terms of the total value of contracts 
obtained under the Programme; (3) major trading companies that specialized in obtaining 
contracts from Iraq to sell goods that they acquired from other companies and countries; and (4) 
major industrial and manufacturing companies—mostly from Europe and North America—that 
did not necessarily have large numbers of contracts, but that apparently paid kickbacks and did so 
despite organizational resources that might have been expected to safeguard against such 
practices. 

The sample of companies discussed in this Chapter accounted for approximately twenty-three 
percent of Iraq’s purchases under the Programme ($7.9 billion).  Half of these companies did not 
sell any goods under the Programme until after the introduction of the illicit kickback scheme 
during Phase VI.  The Committee estimates that these companies collectively made more than 
$518 million in illicit payments to the Iraqi regime, accounting for approximately one-third of the 
illicit payments made to the regime in connection with purchases under the Programme.  
Moreover, several of these companies also bought oil from Iraq and paid illegal surcharges in 
response to Iraq’s demands.388   

As will be discussed in the context of the company examples, the responses of goods suppliers 
confronted with the Committee’s specific evidence of illicit payments generally followed one of 
four variations.  First, some suppliers asserted that they had been unaware of any side payments 
to the Iraqi regime in connection with their Programme contracts and that such payments were 
made by employees or agents acting without authorization.  Suppliers that employed agents often 
stated that they paid agents for their services and had no involvement with any agent’s decision to 
redirect proceeds to the Iraqi regime.  Second, some suppliers indicated that it was their 
understanding that inland transportation and after-sales-service fees involved legitimate expenses, 
and that such payments were permissible under the sanctions regime and sometimes even 
appeared explicitly in the contracts approved by the United Nations.  Third, some suppliers 
denied making any such payments and questioned the authenticity or reliability of the 

                                                      

388 TaR (Apr. 1997 to May 2005).  TaR is an analytical database maintained by the Committee that contains 
information gathered in the course of its investigation, including data from the United Nations Treasury 
database of payments, the Office of the Iraq Programme (“OIP”) database of contracts, correspondence and 
data from Iraqi files, data from third-party sources such as Dun & Bradstreet and Platts, correspondence 
and records from certain companies involved in the Programme, and records from selected banks. 
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Committee’s evidence.  Fourth, some suppliers acknowledged making these illicit payments to 
the Iraqi regime, characterizing them as the cost of doing business with Iraq and noting that all 
companies had to pay these fees in order to obtain goods contracts from Iraq.   

Part II of this Chapter reviews the background rules and trends governing Iraq’s purchases of 
humanitarian goods under the Programme.  Part III discusses the onset of Iraq’s kickback policy 
through the imposition of fees for inland transportation.  Part IV discusses the broadening of 
Iraq’s kickback scheme with the general requirement that contractors pay a ten percent after-
sales-service fee.  Part V briefly addresses other means by which Iraq manipulated humanitarian 
contract transactions, including the diversion of goods within Iraq (from their stated uses and 
recipients), the resale of goods outside of Iraq, and the provision in some cases of substandard 
goods.  Parts VI through IX review specific company examples for each of the major company 
groups described above. 

In addition, there are three tables appended to this Report that summarize the Committee’s data 
and calculations regarding Iraq’s purchases and related collection of illicit income under the 
Programme.  For each company that supplied Iraq with goods under the Programme, Table 6 
(entitled “Humanitarian Goods Purchased by the Government of Iraq by Supplier”) includes the 
supplier’s mission country, category of goods provided, numbers of contracts, total value and 
disbursements on contracts, and whether the Committee has evidence of illicit payments.  Table 7 
(entitled “Actual and Projected Illicit Payments on Contracts for Humanitarian Goods Summary 
by Supplier”) includes the same categories of information as Table 6, but only for those contracts 
on which suppliers paid after-sales-service or inland transportation fees.  For each company 
listed, Table 7 specifies also total levied and paid after-sales-service fees, total inland 
transportation fees, and whether the company responded to the Committee’s inquiry.  Table 8 
(entitled “Actual and Projected Illicit Payments on Contracts for Humanitarian Goods by Supplier 
and Contract”) includes the same information as Table 7, but details the projected and actual 
illicit payments by contract number and also notes the source of the Committee’s particular data 
and calculations.389    

                                                      

389 Throughout this Report, Table 6 is referenced as “Committee humanitarian contractor table,” Table 7 is 
referenced as “Committee humanitarian summary kickback table,” and Table 8 is referenced as 
“Committee humanitarian kickback table.”  This Report generally references Table 6 when identifying a 
company’s total sales under the Programme, and it references Table 8 when identifying a company’s illicit 
payments to the Iraqi regime.   
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II. IRAQI PURCHASES OF HUMANITARIAN GOODS AND OIL 
SPARE PARTS UNDER THE PROGRAMME 

A. THE EVOLUTION OF IRAQ’S PURCHASES 
Security Council Resolution 986 directed the Secretary-General to establish an escrow account to 
receive the proceeds of Iraqi oil sales under the Programme and, in substantial part, to fund the 
purchase of goods to benefit the Iraqi people.  Pursuant to a distribution plan proposed by the 
Government of Iraq and approved by the Secretary-General, approximately two-thirds of escrow 
account funds were allocated for purchasing medicine, health supplies, foodstuffs, and essential 
civilian needs.  Thirteen percent of escrow funds were allocated for the three governorates in 
northern Iraq, and fifty-three percent for central and southern Iraq, an allocation that the Security 
Council increased to fifty-nine percent in 2000.390    

The first shipment of humanitarian goods arrived in Iraq in March 1997.  As the Security Council 
increased the amount of oil it permitted Iraq to sell, the range of goods that Iraq could purchase 
similarly expanded.  In early 1998, the Secretary-General noted that “the deterioration of basic 
infrastructure in other sectors [was] undermining the value of humanitarian inputs.”  
Consequently, in May 1998, the Secretary-General authorized the “Enhanced Distribution Plan,” 
which more than doubled the value of goods authorized to enter Iraq and expanded the 
Programme to include funding for civilian infrastructural support.  Throughout the Programme, 
the Secretary-General continued to add new sectors, including resettlement, de-mining, culture, 
and religious affairs.  By 2003, the Programme encompassed twenty-four sectors, far beyond the 
basics of food and medicine ordinarily associated with a humanitarian relief operation.391 

At the Programme’s outset, the United Nations declined Iraq’s request to use escrow account 
funds for the purchase of parts and equipment to maintain its oil industry infrastructure.  But, in 
June 1998, the Security Council authorized a limited “oil spare parts” program, allowing Iraq to 
import up to $300 million of parts and equipment for maintaining and improving its oil 
production and transport facilities.  In March 2000, the Security Council doubled the oil spare 
parts exemption to $600 million per phase.392   

From 1997 to 2003, approximately $37 billion was spent from the escrow account on food, 
medicine, equipment, and other civilian goods for Iraq.  The Government of Iraq expended about 
$34.5 billion: $32 billion for central and southern Iraq and another $2.5 billion on bulk goods and 

                                                      

390 “Programme Management Report,” vol. II, p. 12; S/RES/986, paras. 7-8 (Apr. 14, 1995); “Interim 
Report of the Secretary-General on the implementation of Security Council Resolution 986 (1995),” 
S/1996/978, para. 34 (Nov. 25, 1996); S/RES/1330, para. 12 (Dec. 5, 2000); “Report of the Secretary-
General pursuant to paragraph 5 of resolution 1330 (2000),” S/2001/186, para. 27 (Mar. 2, 2001).   
391 “Programme Management Report,” vol. II, pp. 13-14. 
392 Ibid., p. 14. 
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oil spare parts for the three northern governorates.  The UN-related Agencies spent another $2.2 
billion for the three northern governorates.  Over the course of the Programme, these funds were 
used to purchase goods and supplies from more than 4,500 companies.393     

B. RULES GOVERNING TRANSACTIONS WITH IRAQ 

1. Goods Transactions 

A company selling humanitarian or other civilian goods under the Programme contracted with a 
ministry of the Government of Iraq or, for goods intended to be distributed in northern Iraq (other 
than bulk purchases and oil spare parts), with one of the UN-related Agencies.  The goods were 
required to have been identified in advance on the distribution plan approved by the Secretary-
General for each phase.  The contract was forwarded through the company’s home country 
mission to OIP’s Contracts Processing and Monitoring Division, where it was subject to review 
for the details of pricing and value.  If the contract’s paperwork was in order, the contract was 
then subject to the 661 Committee’s review and approval under a “no objection” procedure (i.e., 
the contract was deemed approved if no member of the 661 Committee lodged an objection 
within a prescribed time period).  As discussed in the Programme Management Report, member 
states reviewed these contract applications to varying degrees, and, over time, the Security 
Council authorized OIP to approve an increasing percentage of these applications, specifically 
those involving humanitarian goods unlikely to trigger any dual-use concerns.394   

Upon approval of a goods contract, the goods could be transported into Iraq.  The goods were 
required to be certified by UN-retained border inspectors (Lloyd’s from 1997 to January 1999 and 
Cotecna from February 1999 to 2003) at one of four main border inspection points: (1) Zakho on 
the border of Turkey; (2) Trebil on the border of Jordan; (3) Al-Waleed on the border of Syria; or 
(4) the port of Umm Qasr on the Persian Gulf.395  

                                                      

393 Ibid., p. 15; TaR (Apr. 1997 to May 2005). 
394 “Programme Management Report,” vol. II, pp. 28, 152-56.  For a more detailed summary of the 
respective roles of the Security Council and its 661 Committee, the Secretariat, and the UN-related 
Agencies, see ibid., pp. 19-26.  Many of the contracts executed under the Programme were negotiated by, 
or with the assistance of, sales agents in Jordan and other countries neighboring Iraq.  Many companies also 
engaged local staff to assist with the fulfillment of contracts in Iraq.  However, agents interviewed stated 
that because contractual terms were decided by the principal company, Iraq generally insisted on reaching 
agreement directly with the contracting company rather than with the agent.  Saud Ayyash interview (Sept. 
28, 2005) (regarding involvement as a sales agent under the Programme with Carmel Air-Conditioning); 
Mazin Lawrence interview (Sept. 27, 2005) (same with Comet); Rita Mina interview (Sept. 29, 2005) 
(same with TradeLinks Ltd.); Joseph Salem interview (Sept. 23, 2005) (same with Techno Middle East). 
395 “Programme Management Report,” vol. II, p. 28.  Part of one shipment entered through Iraq’s border 
with Saudi Arabia via Ar’Ar.  TaR, COMM no. 1300041; Programme shipment request or notice form, 
COMM no. 1300041 (Jan. 22, 2003).  Darko Mocibob of OIP explained that the Ar’Ar entry point opened 
shortly before the war in Iraq.  Darko Mocibob interview (July 6, 2004). 
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Chart A – Four Main Border Inspection Points under the Programme 
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Once the goods were certified, the escrow bank (BNP) paid the goods supplier from the escrow 
account.396  

2. Financial Transactions 

The rules and procedures governing goods transactions under the Programme are best understood 
in the light of sanctions previously imposed on Iraq.  In August 1990, the Security Council 
adopted Resolution 661, requiring member states to prevent both the import of goods from Iraq 
and the export of goods to Iraq, except for humanitarian supplies.  This prohibition included 
“[a]ny activities . . . which would promote or are calculated to promote the export or trans-
shipment of any commodities or products from Iraq.”  In addition, paragraph four of Resolution 
661 barred financial transactions with “persons or bodies within Iraq . . . except payments 
exclusively for strictly medical or humanitarian purposes and, in humanitarian circumstances, 
foodstuffs.”397  In short, Resolution 661 prohibited almost all direct financial transactions with the 
Government of Iraq. 

Pursuant to Security Council Resolution 986 and the Iraq-UN MOU, the Programme represented 
a limited exception to the sanctions regime.  As noted above, Resolution 986 (subject to various 

                                                      

396 “Programme Management Report,” vol. II, p. 28.  BNP’s issuance of letters of credit for Iraq’s 
humanitarian purchases is discussed at greater length in Chapter 4 of this Report.  Performance of the 
goods inspectors and their role in certifying Iraq’s imports under the Programme is discussed in Chapter 5 
of this Report.   
397 S/RES/661, paras. 3-4 (Aug. 6, 1990); see also S/RES/687, para. 20 (Apr. 3, 1991) (providing that the 
humanitarian goods exception in Resolution 661 required notification to the 661 Committee and its 
approval “under the simplified and accelerated ‘no-objection’ procedure”). 
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constraints) permitted member states to allow the import of Iraqi oil and, in turn, permitted the 
Government of Iraq to use the oil proceeds to purchase humanitarian supplies.  However, 
Resolution 986 and the Iraq-UN MOU explicitly required that all oil proceeds be deposited into 
the escrow account and that, similarly, payments for the humanitarian supplies come exclusively 
from the escrow account.398  Direct financial transactions with Iraq were not authorized under the 
Programme.   

Notwithstanding these restrictions, questions arose at the United Nations regarding whether 
companies could pay Iraq or Iraqi entities for port charges (i.e., fees for the use of Iraqi ports or 
navigational services).  These questions resulted in an opinion of the United Nations Office of 
Legal Affairs (“OLA”), issued in November 1997, advising the 661 Committee that the payment 
of port charges to Iraq was permissible in connection with lawful shipping activity—so long as 
the “fees and charges do not exceed what is customary in such circumstances” and the 
arrangements otherwise “exclude economic or financial benefits in favour of Iraqi agencies or 
companies.”399 

In June 1998, OLA extended its earlier opinion on port charges to encompass the payment of 
inland transportation fees to Iraq (i.e., fees for transporting goods from their points of entry into 
Iraq to their ultimate destinations within Iraq).  OLA concluded that payments of such fees would 
not violate the sanctions regime so long as they complied with two restrictions.  First, the 
payments should not “exceed what is customary and reasonable in the circumstances” and 
therefore “represent a source of income to Iraq.”  Rather, they should “be limited to charges for 
transportation, such as road tolls, levied on a non-discriminatory basis, and to charges which are 
commensurate with whatever administrative expenses might reasonably be entailed by the 
occurrence of the transit.”  Second, OLA specified that “[a]ny charges should also be payable in 
Iraqi dinars only.”400    

As discussed in the Committee’s Programme Management Report, OLA’s requirement that 
payments to Iraq be made only in dinars essentially required companies that were assessed port 
charges either to violate sanctions or decline to trade with Iraq.  Because the Iraqi dinar was a 
nonconvertible currency (i.e., not openly traded), the only way to obtain substantial dinars was 
through a financial transaction with “persons or bodies within Iraq,” which Resolution 661 

                                                      

398 S/RES/986, paras. 1, 8 (Apr. 14, 1995); Iraq-UN MOU, paras. 12, 22, 24, and Annex II, paras. 1-3. 
399 OLA letter to 661 Committee Chairman (Nov. 6, 1997) (responding to an inquiry regarding the 
permissibility of operating a passenger shipping service and concluding that such a service need not run 
afoul of paragraph four of Resolution 661). 
400 OLA letter to 661 Committee Chairman (June 12, 1998); see also OLA memorandum to OIP (Nov. 9, 
1998) (advising that, inasmuch as goods suppliers must pay fees to the Government of Iraq for goods and 
services that Iraq provides, “[i]n no event should such payments be made in foreign currency”).  The OLA 
opinion of June 1998 did not arise in the context of a contractor under the Programme inquiring about the 
permissibility of paying inland transportation fees.  Rather, it arose in response to a query from the 661 
Committee regarding a company desiring to ship goods across Iraq from Jordan to Syria.  OLA letter to 661 
Committee Chairman (June 12, 1998).   
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expressly precluded.  Although the 661 Committee discussed this dilemma created by OLA’s 
advice, it ultimately acquiesced to these illegal transactions.401   

In a memorandum to one of the oil overseers in June 2000, OLA reiterated its view that exporters 
may pay port fees to Iraq “so long as the charges . . . do not exceed whatever might . . . be 
customary and reasonable and so long as they are paid in Iraqi dinars.”  Significantly, however, 
this OLA memorandum advised also that it would be impermissible for goods suppliers to pay 
port charges to a Jordanian company alleged to be furnishing port services, Alia for 
Transportation and General Trade (“Alia”), assuming—as it appeared—that Alia was acting 
pursuant to an agreement with Iraq to provide such services.  OLA clarified that any payment to 
Alia without the 661 Committee’s approval would violate the sanctions regime, which otherwise 
barred services “calculated to promote the import from or export to Iraq of products and 
commodities.”  OLA underscored that it was unaware of the Government of Iraq or Alia having 
sought approval—let alone the 661 Committee ever having approved such an arrangement.402   

These restrictions were communicated by the United Nations to the Government of Iraq.  In a 
letter dated June 27, 2000, Benon Sevan informed the Government of Iraq that payments of port 
fees to Iraq must be customary and reasonable in amount and made only in Iraqi dinars.  In 
addition, Mr. Sevan explained that payments to Alia required 661 Committee approval if, as it 
appeared, the Government of Iraq had engaged Alia to provide services in relation to the 
Programme.403   

OLA also concluded that the sanctions regime did not bar including after-sales services in 
Programme contracts—subject to certain limitations as well as the 661 Committee’s or OIP’s 
approval.  Although both Resolution 986 and the Iraq-UN MOU explicitly permitted Iraq to 
import only “goods,” OLA reasoned that this framework included “the provision of services 
which are ancillary to the supply of those goods.”  Specifically, OLA advised OIP that services 
qualified as sufficiently “ancillary” if “considered to form part of the supply of an operational and 
operable product and so be instrumental to the provision, or even to be a constituent element, of 
the goods which are being supplied.”  In OLA’s view, this encompassed services such as 
“assembly, installation and commissioning,” but not services for which the goods supplied were 
merely incidental.  OLA further advised that no supplier should be paid for after-sales services 
until the independent inspection agents provided authenticated confirmation that the relevant 
services were rendered, and this requirement should be included in Iraq’s contracts with goods 

                                                      

401 “Programme Management Report,” pp. 126-28; S/RES/661, para. 4 (Aug. 6, 1990). 
402 OLA memorandum to Alexandre Kramar (June 13, 2000); see also S/RES/661, para. 3(b) (Aug. 6, 
1990) (requiring states to prohibit activities by their nationals that “would promote or are calculated to 
promote the export or trans-shipment of any commodities or products from Iraq”).  As discussed in Section 
VII.A of this Report, Alia was one of the front companies used by the Government of Iraq to collect illicit 
revenues. 
403 Benon Sevan letter to Iraq Permanent Representative (June 27, 2000). 
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suppliers.404  OLA never concluded that suppliers could make direct payments to the Iraqi regime 
in lieu of the suppliers providing the after-sales-services contained in approved Programme 
contracts.   

In the final analysis, even though instructive to consider OLA’s legal opinions, it is unnecessary 
to rely upon them in understanding why direct payments to the Government of Iraq—not 
approved by the United Nations—violated the sanctions regime.  First and foremost, the relevant 
resolutions and procedures adopted for the Programme never envisioned direct payments to Iraq 
or any Iraqi-controlled entity, whether termed “inland transportation” or “after-sales-service” 
fees.  Neither the Security Council nor its 661 Committee ever approved such payments outside 
the escrow account.  Second, even accepting OLA’s view that it was permissible to pay certain 
fees to Iraq, OLA required such payments to be reasonable and only in Iraqi dinars.  As will be 
discussed later, the inland transportation fees were not reasonable, particularly in the later phases 
of the Programme, when they increased beyond any true costs for transportation, and these fees 
were paid in USD, euros, and other foreign currency; similarly, after-sales-service fees were paid 
without any justification in terms of corresponding costs incurred by Iraq and were paid in USD, 
euros, and other foreign currency.  In any event, as noted above, it would have been impossible 
for companies to pay Iraq in dinars without first violating the sanctions regime.  Third, no 
company has suggested that it relied upon OLA’s advice that certain payments were permissible 
under the sanctions regime and the Programme’s rules.  Fourth, with regard to payments made by 
suppliers to companies such as Alia, the Government of Iraq never sought the 661 Committee’s 
approval, even after receiving OIP’s letter of June 27, 2000.  Accordingly, the types of financial 
transactions to be discussed in this Chapter involving inland transportation and after-sales-service 
fees were impermissible under the rules governing the Programme. 

C. COORDINATION OF IRAQ’S PURCHASES 
As many as sixteen Iraqi ministries procured goods through the Programme, totaling $34.5 billion 
in purchases.  The chart below illustrates that eight of these ministries expended more than $1 
billion on goods purchases.  In particular, four ministries—Trade, Oil, Electricity, and Health—
accounted for more than three-quarters of Iraq’s goods purchases under the Programme.  The 
Ministry of Trade alone accounted for just more than half of Iraq’s purchases. 

                                                      

404 OLA memorandum to OIP, paras. 5-6, 9, 13, 20, 22-26, 30 (Nov. 9, 1998) (emphasis added); 
S/RES/986, para. 8 (Apr. 14, 1995); Iraq-UN MOU, para. 22. 
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Chart B – Purchases of Iraqi Ministries under the Programme (in USD billions)405 
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To coordinate its participation in the Programme, the Government of Iraq established a variety of 
committees, including the Supreme Command Council, Leading Committee, Import Committee, 
Technical Committee, and Economic Affairs Committee.  The roles and composition of these 
entities are described below and then summarized in the accompanying chart.   

Among other Programme responsibilities, the Supreme Command Council oversaw Iraq’s 
purchases of humanitarian goods and oil spare parts.  Vice President Taha Yassin Ramadan 
headed this high-level body, which included key government officials: President Saddam 
Hussein, Deputy Prime Minister Tariq Aziz, Finance Minister and Deputy Prime Minister Hikmat 
Al-Azzawi, and Minister of Oil Amer Rashid.  Through memoranda circulated by Vice President 
Ramadan, the Supreme Command Council broadly instructed other supervisory bodies and the 
various ministries participating in the Programme.406   

                                                      

405 TaR (Apr. 1997 to May 2005). 
406 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Aug. 3, 2000)  
(translated from Arabic) (noting the Supreme Command Council’s role); Ministry of Oil record, Shamkhi 
H. Faraj report to Minister of Oil, “Report on Crude Oil Sales under the Former Regime” (Feb. 19, 2004) 
(translated from Arabic) (describing the Supreme Command Council’s composition) (hereinafter “SOMO 
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A subsidiary of the Command Council, sometimes referred to as the Leading Committee, 
oversaw the allocation of Programme funds to the Iraqi ministries, including those (such as the 
Ministry of Defense) that could not purchase goods under the Programme.  Vice President 
Ramadan headed the Leading Committee.  Its members included Deputy Prime Minister and 
Minister of Military Industrialization Abd-al Tawab Abdullah Al-Mullah Al-Huwaysh, Head of 
the Presidential Diwan Ahmed Hussein Al-Samarrai, and a number of other ministers, including 
those of Trade, Health, and Agriculture.  For each phase, the Leading Committee issued a list of 
priority countries—influenced by political considerations—that should receive favorable 
treatment in the award of goods contracts.407   

Other committees beneath the Command Council and Leading Committee also played important 
roles in coordinating the Government of Iraq’s involvement in the Programme.  Prominent among 
these bodies was the Import Committee, coordinated by the Ministry of Trade, which supervised 
ministry expenditures, tracked the execution of contracts, and accounted for after-sales-service 
fees.  Also of importance was the Technical Committee, administered by the Ministries of 
Foreign Affairs, Health, and Trade, which prepared the distribution plan for each phase and 
reviewed the technical specifications of individual contracts.408   

Another influential entity overseeing Iraq’s commerce under the Programme was the Economic 
Affairs Committee, a subsidiary body of the Iraqi Council of Ministers chaired by Deputy Prime 
Minister Al-Azzawi.  The Economic Affairs Committee helped formulate the Iraqi regime’s 
methods and rates of collecting kickbacks.  In particular, it determined a large component of the 
fees levied on goods imported via the Port of Umm Qasr.409 

                                                                                                                                                              

Summary Report”); see also “First Interim Report,” p. 125 (reviewing the Supreme Command Council’s 
role in assigning oil allocations). 
407 Iraq official interview; Hikmat Al-Azzawi interview (Nov. 18, 2004); Ministry of Transportation record, 
Mohammed Mehdi Saleh memorandum to Iraqi Ministries (Dec. 10, 2002) (translated from Arabic) (noting 
the existence of the Leading Committee).  Mr. Saleh was Minister of Trade.  Ibid. 
408 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Oct. 18, 2000) 
(translated from Arabic) (describing the composition of the “Import Board”); Ministry of Transportation 
record, Mohammed Mehdi Saleh memorandum to Iraqi Ministries (Dec. 10, 2002) (translated from Arabic) 
(noting the existence of “Central Import Committee Secretariat”); Raheef Ghanem Hanam letter to Al-
Riyadh Flower Company (Oct. 12, 2002) (noting a resolution of the “Central Import Committee”); 
Mohammed Mehdi Saleh interview (Aug. 10, 2004) (discussing the Ministry of Trade’s role as the 
repository of information relating to Iraq’s humanitarian purchases under the Programme); Iraq official 
interview; Iraq official interview (discussing the Technical Committee); Hans Ulrich Koehler and 
Wolfgang Paul interview (Aug. 5, 2005) (same).  Mr. Koehler and Dr. Paul are respectively Managing 
Director and Technical & Sales Director of Ruhrpumpen, a company that sold goods to Iraq through the 
Programme.  Ibid.   
409 Iraq officials interviews; see, e.g., Iraqi State Company for Water Transport (“ISCWT”) record, Hikmat 
Al-Azzawi memorandum to Iraqi Ministries (Aug. 6, 2000) (translated from Arabic); Ministry of 
Transportation record, Hikmat Al-Azzawi memorandum to Ministry of Transportation (Apr. 26, 2001) 
(translated from Arabic). 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 260 OF 623 

Funds allocated to the ministries by the Import Committee were distributed to State Owned 
Enterprises (“SOEs”) that the internal ministerial committees supervised.  These SOEs, such as 
the State Trading Company for Construction Materials, the North Oil Company, and the Iraqi 
Grain Board (“IGB”), purchased goods for their respective ministries.  This involved coordinating 
tenders, negotiating with suppliers, and signing contracts later submitted to the United Nations for 
approval.410 

Chart C – Entities Coordinating the Government of Iraq’s Purchases in the Programme 

Supreme Command Council

Leading Committee

Import Committee Technical Committee Economic Affairs 
Committee

State Owned Enterprises (“SOEs”)

Role: Oversaw allocation of Programme funds to Iraqi ministries
Head: Vice President Ramadan
Members: Deputy Prime Minister and Minister of Military Industrialization Abdullah Al-Hullah Huwaysh, Head of the Presidential 

Diwan Ahmed Hussein Al-Samarrai, and a number of other ministers

Role: Oversaw Iraq’s purchases of humanitarian goods and oil spare parts 
Head: Vice President Taha Yassin Ramadan 
Members: President Saddam Hussein, Deputy Prime Minister Tariq Aziz, Finance Minister and Deputy Prime Minister 

Hikmat Al-Azzawi, and Minister of Oil Amer Rashid

Role: Supervised ministry 
expenditures, tracked the 
execution of contracts, and 
accounted for after-sales-
service fees

Head: Ministry of Trade 

Role: Prepared the distribution plan 
for each phase and reviewed 
the technical specifications of 
individual contracts

Heads: Ministries of Foreign Affairs, 
Health, and Trade

Role: As a subsidiary of the Iraqi Council 
of Ministers, helped formulate the 
Iraqi regime’s methods and rates 
of collecting kickbacks

Head: Deputy Prime Minister 
Al-Azzawi

Examples: State Trading Company for Construction Materials, North Oil Company, and Iraqi Grain Board (“IGB”)
Role: Purchased goods for their respective ministries, coordinating tenders, negotiating with suppliers, and signing contracts 

submitted to the United Nations

Supreme Command Council

Leading Committee

Import Committee Technical Committee Economic Affairs 
Committee

State Owned Enterprises (“SOEs”)

Role: Oversaw allocation of Programme funds to Iraqi ministries
Head: Vice President Ramadan
Members: Deputy Prime Minister and Minister of Military Industrialization Abdullah Al-Hullah Huwaysh, Head of the Presidential 

Diwan Ahmed Hussein Al-Samarrai, and a number of other ministers

Role: Oversaw Iraq’s purchases of humanitarian goods and oil spare parts 
Head: Vice President Taha Yassin Ramadan 
Members: President Saddam Hussein, Deputy Prime Minister Tariq Aziz, Finance Minister and Deputy Prime Minister 

Hikmat Al-Azzawi, and Minister of Oil Amer Rashid

Role: Supervised ministry 
expenditures, tracked the 
execution of contracts, and 
accounted for after-sales-
service fees

Head: Ministry of Trade 

Role: Prepared the distribution plan 
for each phase and reviewed 
the technical specifications of 
individual contracts

Heads: Ministries of Foreign Affairs, 
Health, and Trade

Role: As a subsidiary of the Iraqi Council 
of Ministers, helped formulate the 
Iraqi regime’s methods and rates 
of collecting kickbacks

Head: Deputy Prime Minister 
Al-Azzawi

Examples: State Trading Company for Construction Materials, North Oil Company, and Iraqi Grain Board (“IGB”)
Role: Purchased goods for their respective ministries, coordinating tenders, negotiating with suppliers, and signing contracts 

submitted to the United Nations

 

Contracting under the Programme worked in the following matter: At the beginning of each 
phase, SOEs would advertise tenders for contracts consistent with the specifications of the 
distribution plan.  Once bids had been received, they were assessed and forwarded to ministerial 
committees for further evaluation.  Selected applicants were then invited to negotiate in Baghdad.  
Following approval by Iraqi authorities, the Central Bank of Iraq (“CBI”) would request that BNP 
New York issue a letter of credit in favor of the supplier.411 

                                                      

410 Iraq officials interviews; Phiet Luong The interview (July 19, 2005). 
411 Iraq officials interviews; Mohammad Mehdi Saleh interview (Aug. 10, 2004); Reza Maktabi interview 
(July 22, 2005); Chee Ah What and Hazmat Khan interview (July 25, 2005).  Mr. Maktabi was Managing 
Director of Phoenix Investment International (a Jordanian company), and Mr. Chee and Mr. Khan are 
General Manager and Executive Director, respectively, of Jawala Corporation (a Malaysian company).  
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D. CONCENTRATION OF GOODS SUPPLIERS 
According to Iraqi officials, at the beginning of each phase, the Leading Committee issued a list 
of “priority countries” that directed ministries to prioritize applications from countries that were 
viewed as key actors or allies in Iraq’s bid to lift sanctions.  Regime officials viewed countries 
with permanent seats on the Security Council as particularly influential.  Accordingly, Russian 
and French companies together accounted for nearly one-fifth of Iraq’s imports (about $6.8 
billion); China, another permanent member, accounted for an additional five percent of Iraq’s 
imports (over $1.7 billion).  Iraq’s neighboring states (other than Iran) also received significant 
portions of Iraq’s commerce under the Programme: Jordan, Turkey, Lebanon, Syria, and Saudi 
Arabia collectively furnished more than one-fifth of Iraq’s imports (over $7.1 billion).  Firms 
from the United Arab Emirates and Egypt, both Arab states with easy access to Iraq’s borders and 
ports, represented approximately fifteen percent of Iraq’s purchases (more than $5.2 billion).412     

As illustrated in the left portion of the chart below, companies submitting through ten missions—
Russia, Egypt, France, Jordan, Australia, United Arab Emirates, Vietnam, China, Turkey, and 
Syria—together accounted for about sixty-nine percent of Iraq’s purchases under the Programme 
(about $23.8 billion).  The right portion of this chart demonstrates how these purchases divided 
across the top ten submitting missions during: Phases I to V (before the official introduction of 
the regime’s kickback policies); Phases VI to VII (with the introduction of illicit inland 
transportation fees); and Phases VIII to XIII (with the broadening of the kickback scheme).  
Interestingly, there were some significant variations among phases.  For example, France was the 
top submitting mission in Phases I to VII, but dropped to ninth in Phases VIII to XIII, finishing as 
the third largest submitting mission.413 

                                                                                                                                                              

Both companies supplied goods to Iraq under the Programme.  Chee Ah What and Hazmat Khan interview 
(July 25, 2005).   
412 Iraq officials interview; Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); TaR (Apr. 1997 to 
May 2005).  A company’s submission through a particular country’s mission did not necessarily mean that 
the company was based primarily in that country.  For example, at a 661 Committee meeting in May 2001, 
France communicated its concern that “[c]ontracts submitted to the French mission . . . were often 
formulated by economic entities that were not French and whose goods and merchandise were not 
produced in France and had not even transited through France.”  Accordingly, France notified the 661 
Committee that it had adopted a new procedure to “verify that applications submitted to it involved French 
or partly French interests before submitting them to [OIP].”  Provisional record of 661 Committee meeting, 
S/AC.25/SR.219, p. 5 (May 3, 2001); see also France official #2 interview (Dec. 3, 2004) (echoing similar 
concerns and adding that goods applications were coming from companies based in states that could not 
apply through their own missions for political reasons). 
413 TaR (Apr. 1997 to May 2005). 
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Chart D – Iraqi Purchases by Top Ten Submitting Missions414 
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In addition, Iraq also awarded contracts to certain preferred suppliers that appeared on lists 
circulated by Vice President Ramadan to the Iraqi ministries.  In addition, Iraq had longstanding 
relations with many of its largest foodstuff suppliers under the Programme.  Prominent among 
these was AWB Ltd. (“AWB”), an Australian wheat exporter and the largest supplier to Iraq 
under the Programme ($2.3 billion).  The Committee has estimated that AWB accounted for more 
than fourteen percent of the illicit payments made to Iraq in connection with humanitarian 
purchases under the Programme.  In addition, Iraq purchased large volumes of grain and dairy 
products from Vietnam Northern Food Corporation (“Vinafood”) and Vietnam Dairy Joint Stock 
Company (“Vinamilk”), two state-controlled Vietnamese companies, as well as Chaiyaporn Rice 
Company Limited (“Chaiyaporn”), a Thai rice producer.  Collectively, these three Asian suppliers 
constituted approximately $2.1 billion of Iraq’s Programme imports.415   

E. TRANSPORT OF GOODS AND HANDLING OF CARGOES AT UMM 
QASR 

As noted above, goods procured by Iraq under the Programme could enter Iraq either at the port 
of Umm Qasr or at one of three specified locations along Iraq’s borders: (1) Trebil, Jordan; (2) Al 

                                                      

414 TaR (Apr. 1997 to May 2005).  The numbers in this chart do not add because of rounding. 
415 Iraq official interview; TaR (Apr. 1997 to May 2005); see, e.g., Andrew Lindberg interview (Feb. 28, 
2005) (noting that AWB has been selling wheat to Iraq for at least fifty-five years); Long The Phiet 
interview (July 19, 2005) (noting that Vinafood’s relations with Iraq began in the early 1990s); Phaiboon 
Kuonsongtum, Prasert Krits-Aramruang, and Sermsak Kuonsongtum interview (July 27, 2005) (hereinafter 
“Chaiyaporn interview”) (noting that Chaiyaporn has sold rice to Iraq since 1978).  Phaiboon Kuonsongtum 
is Chaiyaporn’s Managing Director, Mr. Krits-Aramruang is a manager, Sermsak Kuonsongtum is an 
assistant manager.  Ibid. 
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Waleed, Syria; or (3) Zakho, Turkey.  Goods imported via Umm Qasr were all transported by 
vessel and subsequently trucked inland.  Goods imported via the other three entry points were 
transported to the entry point and then, almost exclusively by the same trucks, to Baghdad or Iraqi 
warehouses elsewhere.  Over fifty percent of goods contracts under the Programme provided for 
Trebil to serve as the point of entry into Iraq, and approximately one-third specified Umm Qasr.  
However, goods imported via Umm Qasr accounted for nearly half of the total value of procured 
goods, and those imported via Trebil exceeded one-third of total sales value.  Cargoes imported 
through Al Waleed and Zakho accounted for roughly one-fifth of total contract values.416 

Table 1 – Distribution of Contracts Across Points of Entry (in USD billions)417 

Point of Entry 
Number 

 of Contracts 
Percentage of  

Total Contracts Value 
Percentage of 
Total Value 

Umm Qasr 5,912 32.0% $15.6 45.4% 

Trebil418 9,497 51.5% $11.8 34.4% 

Al-Waleed 1,443 7.8% $4.2 12.2% 

Zakho 1,606 8.7% $2.8 8.1% 

Total 18,458 100.0% $34.5 100.0% 

In most contracts for the provision of goods, the unit price negotiated between the supplier and 
Iraq encompassed the cost of the procured commodity and also specified transportation expenses 
and related insurance fees.  This combination of cost, insurance, and freight was denoted by the 
standard trade acronym: “CIF.”  Thus, a contract for the supply of 60,000 metric tons of rice to 
Iraq at a rate of “CIF $310.00 per metric ton” reflected not just the value of the rice itself, but also 
the cost of transporting that rice to a destination mutually agreeable to Iraq and the supplier.  The 
exact values of these inland transportation costs were added to bids submitted by prospective 
suppliers to Iraqi contracting bodies, but were not quantified explicitly in the contracts submitted 
to the United Nations.419   

                                                      

416 TaR (Apr. 1997 to May 2005); Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004) (discussing 
inland shipping from Umm Qasr); Hussein Al-Khawam interview (May 24, 2005) (discussing inland 
shipping from other entry points into Iraq, as understood through involvement with Alia); Osama Azer 
interview (Sept. 27, 2005) (same through involvement with Orient Transport); Remon Sulaiman interview 
(Sept. 27, 2005) (same through involvement with T. Gargour & Fils).   
417 The numbers in this chart do not add because of rounding. 
418 As noted above, one Programme contract was shipped partially through Ar’Ar.  For purposes of this 
chart, that contract has been attributed fully to Trebil.   
419 See, e.g., Programme contract, COMM no. 3023 (Jan. 25, 1998) (involving Vinafood’s provision to IGB 
of 60,000 metric tons of Vietnamese white rice at a price of “$313.00 CIF” per metric ton). 
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Vessels berthing at Umm Qasr required the approval of the Iraqi State Company for Water 
Transport (“ISCWT”) before being permitted to discharge.  ISCWT was one of over a dozen 
SOEs overseen by the Ministry of Transportation and Communication (“Ministry of 
Transportation”).  Under Iraqi law, ISCWT had exclusive authority for all activity at Iraqi 
ports.420  Its official function was to arrange and authorize the unloading of cargo and to act as a 
marine agent for ships carrying procured goods.  In addition, it represented to the United Nations 
that it coordinated transport to internal warehouses and informed Iraqi end-users of inbound 
goods.  However, ISCWT employees did not themselves actually participate in the discharge and 
handling of cargoes.  The Iraqi State Company for Ports, another SOE within the Ministry of 
Transportation, assumed that responsibility.421 

                                                      

420 Iraq Ministry of Transportation record, “The Structural System of the Ministry of Transportation” 
(undated) (reflecting sixteen state-owned enterprises, including ISCWT, under the authority of the Ministry 
of Transportation); Iraq official interview.   
421 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Ahmad H. Abbas letter to 661 Committee 
Chairman (July 2001).  OIP appears to have accepted ISCWT’s representations.  In July 2001, for example, 
Tun Myat, the Humanitarian Coordinator of UNOHCI in Iraq, described ISCWT as “the marine agent for 
all ships arriving with MOU goods.”  In August 2003, Mr. Sevan noted in a memorandum to heads of the 
UN-related Agencies that ISCWT was “formerly responsible for the delivery of goods from Umm-Qasr to 
the end-user.”  Tun Myat letter to Benon Sevan (July 24, 2001); Benon Sevan memorandum to Laurent 
Thomas (Aug. 26, 2003). 
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III. INITIAL IMPOSITION OF FEES ON HUMANITARIAN 
CONTRACTS: PHASES VI THROUGH VIII 
Beginning in Phase VI (May to December 1999), the Government of Iraq systematically 
attempted to obtain funds—outside the escrow account—in relation to humanitarian contracts 
under the Programme.  Initially, the Iraqi regime characterized this scheme as a means of 
covering the cost of transporting goods from Iraqi ports and borders to warehouses inside Iraq.  
Payments by goods suppliers to ISCWT, which oversaw Iraqi ports and coordinated the collection 
of these funds, occurred in a variety of ways.  But the vast majority of these kickbacks were made 
through front companies that posed as legitimate providers of trucking services.  These early 
efforts by the regime to manipulate the Programme to its own advantage laid the groundwork for 
the broader and more lucrative kickback policy introduced in Phase VIII (June to December 
2000). 

A. ASSIGNMENT OF RESPONSIBILITIES FOR INLAND 
TRANSPORTATION 

Neither the Iraq-UN MOU, Resolution 986, nor any subsequent Security Council resolutions 
specified how goods procured by Iraq were to be transported beyond the designated entry points.  
Starting in Phase VI, however, Iraq frequently asked suppliers shipping to Umm Qasr to bear 
responsibility for internal transportation.   

According to Iraqi officials interviewed by the Committee, Iraqi authorities ordinarily permitted 
trucks carrying goods across land borders to continue to Baghdad or to the requested drop-site.  
By contrast, private entities—apart from a small number of local Iraqi firms—were not allowed 
to transport goods discharged at Umm Qasr to locations inside Iraq.  Through subsidiary SOEs, 
either the Ministry of Transportation or the Ministry of Trade administered the trucking of these 
cargoes to internal warehouses.  Two Ministry of Transportation SOEs were involved directly in 
inland transportation: ISCWT and the Iraqi State Company for Land Transportation (“Land 
Transport”).  The majority of transportation provided by the Ministry of Trade was executed by 
IGB, an SOE responsible for purchasing wheat, rice, and other essential foodstuffs.  No other 
bodies of the Government of Iraq had trucking fleets capable of providing services of this 
nature.422   

Contracts for humanitarian goods signed during Phases I through V of the Programme reflect the 
division of transportation responsibilities between goods suppliers and the Government of Iraq.  
Those contracts specifying Trebil, Al Waleed, or Zakho as designated points of entry typically 

                                                      

422 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Iraq officials interviews; Hussain Al-
Khawam interview (May 24, 2005). 
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provided for “CIF to Baghdad,” obligating suppliers to transport cargoes inside Iraqi borders.423  
By contrast, contracts specifying the delivery of goods to Umm Qasr included unit prices with the 
designations “CIF Free out Umm Qasr,” “CIF Free on board,” or “CIF Free on truck.”  Under 
these provisions, the supplier was required to finance directly and arrange sea freight to Iraq, but 
was not responsible for internal transportation.  In such cases, Iraq itself bore the costs of inland 
transportation.424  

B. INTRODUCTION OF MANDATORY TRANSPORTATION CHARGES 
On June 10, 1999 (Phase VI), the Iraqi Economic Affairs Committee issued a directive ordering 
ministries to impose non-negotiable “transportation fees” on all goods requiring inland delivery 
by Iraqi trucks.  This tariff was levied on all cargoes delivered to Umm Qasr and sometimes on 
cargoes shipped overland to Iraq.425  The Economic Affairs Committee set these fees depending 
on the kind of goods being transported, the form of packaging, the point of entry into Iraq, and 
the phase in which the contract was signed.  The fees were payable to designated Iraqi entities 
and regime-controlled front companies.  Although the Ministry of Transportation oversaw the 
collection of these funds, a fee schedule was circulated to all Iraqi ministries at the beginning of 
each phase.426    

                                                      

423 See, e.g., Programme contract, COMM nos. 1114 (Sept. 8, 1997) (involving the Aous Group of 
Industries’s provision to the Iraqi State Company for Foodstuffs Trading of 800 tons of detergent powder to 
the designated entry point of Trebil and specifying a price of “USD 720 per ton net cost insurance and 
freight Baghdad”), 4077 (June 27, 1998) (involving Sovtur’s provision to the Ministry of Trade and IGB of 
4.5 million polypropylene bags to the designated entry point of Zakho and specifying a price of $12.52 per 
hundred bags and CIF Mosul via Zakho), 50540 (Feb. 24, 1999) (involving the provision by Liebherr 
France, S.A to the Ministry of Irrigation of sixty hydraulic excavators with spare parts to the designated 
entry point of Al-Waleed and specifying $10,800 of freight charges and CIF Baghdad); Iraq official 
interview (noting that most of the contracts for goods imported overland were CIF to warehouses or Iraqi 
end-users).   
424 See, e.g., Programme contract, COMM no. 1032 (Sept. 9, 1997) (involving AWB’s provision to IGB of 
300,000 tons of Australian wheat and reflecting the “[b]uyers guarantee that vessel with draft not exceeding 
11.0 meters salt water on arrival at one safe Berth at Umm Qasr is acceptable” at the price of “USD 195.00 
pmt CIF free out Umm Qasr”); Iraq official interview; see also EXPORT911, “International Commercial 
Terms,” http://www.export911.com/e911/export/comTerm.htm (defining key international trade terms such 
as CIF and free on board). 
425 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Iraq officials interviews; Ahmed Murtada 
Ahmed Al-Khalil letter to Hikmat Al-Azzawi (Mar. 11, 2003) (translated from Arabic) (noting a letter 
dated June 10, 1999 ordering the imposition of transportation fees from Umm Qasr); Hussein Al-Khawam 
interview (May 24, 2005) (discussing Iraq’s collection of inland transportation fees on goods transported 
from Aqaba to destinations within Iraq); Osama Azer interview (Sept. 27, 2005) (same); Remon Sulaiman 
interview (Sept. 27, 2005) (same).  
426 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Iraq officials interviews.  
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A memorandum circulated by Deputy Prime Minister Al-Azzawi in August 2000 on behalf of the 
Economic Affairs Committee contains one of the earliest examples of such a fee schedule.  This 
memorandum is representative of the categories of transportation fees imposed by Iraq on goods 
discharged at Umm Qasr.  As indicated below in this memorandum, different rates applied for 
sized goods, packed goods, goods shipped in bulks, and goods shipped in containers.  Vehicles 
were divided into three different categories based on their size and weight.  Fees on goods that 
did not fall within the categories included in the table were determined by “special agreement” 
between the supplier and the designated transport agent inside Iraq.  These new rates were to be 
imposed immediately on all contracts that had not yet been submitted to the 661 Committee for 
approval.427 

 

 

 

                                                      

427 ISCWT record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Aug. 6, 2000) (translated from 
Arabic). 
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Figure: Hikmat Al-Azzawi memorandum to Iraqi Ministries (Aug. 6, 2000) (translated from Arabic) 
(excerpt). 

When interviewed, several suppliers indicated that Iraq initially justified the introduction of 
transportation fees as necessary to cover internal costs.  More specifically, Iraqi authorities stated 
that the government could not afford to pay its truck drivers and related transportation expenses.  
Similarly, an Iraqi official with knowledge of the Ministry of Transportation’s internal operations 
noted that the charges levied on goods delivered to Umm Qasr were intended to cover the cost of 
salaries, furniture, premises, and all expenses associated with transport and port services.  Deputy 
Prime Minister Al-Azzawi’s memorandum of August 2000 expressed a similar view, noting that 
the “tariff for transporting MOU goods” was based on “port services, land transport, insurance 
and delivery services.”  This memorandum claimed also that ISCWT, Land Transport, the State 
Company for Ports, certain divisions of the Ministry of Trade, and the National Insurance 
Company “provide[d] services in return for the tariff” on procured goods.428   

                                                      

428 Luong The Phiet interview (July 19, 2005); Chaiyaporn interview; Ahmed R. Habboush, Dawood A. 
Mohammed, and Ra’ed Abu-Rumman interviews (May 2 and 4, 2005); Chee Ah What and Hazmat Khan 
interview (July 25, 2005); Iraq official interview; Ministry of Transportation record, Hikmat Al-Azzawi 
memorandum to Iraqi Ministries (Aug. 6, 2000) (translated from Arabic). 
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Significantly, Iraq did not request that suppliers pay this tariff at their own expense.  Rather, Iraq 
incorporated the cost of paying transportation fees into the contracts it signed with suppliers, 
which were funded from the escrow account.  According to suppliers and Iraqi officials 
interviewed by the Committee, contract negotiations after the imposition of transportation fees 
normally followed the following sequence: As an initial matter, the purchasing body of the 
Government of Iraq and the supplier negotiated a unit price, inclusive of insurance and 
transportation to Iraq, for the commodity being procured.  Once a mutually acceptable price had 
been reached, the purchasing body informed the supplier of the internal transportation fees it 
would be required to “pay” directly to Iraq in connection with the contract.  If the supplier agreed 
to these terms, the previously negotiated unit price was increased in accordance with the rates 
dictated by the Economic Affairs Committee.  This revised unit price was included in the final 
version of the contract signed between the purchasing body and the supplier and submitted to the 
United Nations for approval and funding from the escrow account.429  

Following contract approval, an Iraqi entity responsible for the collection of payments contacted 
the supplier and informed it of the exact amount owed and the designated payment mechanism.  
Once this entity had confirmed that the supplier had paid, the supplier’s goods were permitted to 
enter Iraq.  In this manner, through contractors under the Programme, Iraq illicitly obtained 
escrow funds, which it could use for its own purposes.  The only disadvantage to suppliers under 
this scheme lay in the timing of contract execution: Because funds were not released from the 
escrow account until after an inspection agent had authenticated the arrival of goods at the Iraqi 
border, suppliers typically were obligated to remit transportation fees in advance of their payment 
by the United Nations.430  

Over the course of the Programme, contracts signed between Iraq and suppliers increasingly 
reflected this scheme by specifying the final destination of “CIF all Iraqi Governates” or “CIF 
Baghdad.”431  This imposed an obligation on the seller to pay for transportation services inside 
Iraq after its goods had been discharged at Umm Qasr.  The specific means by which this internal 
transportation would be effected were only rarely included in United Nations contracts and, 
despite occasional discussions and inquiries regarding inland transportation payments, neither the 

                                                      

429 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Iraq officials interview; Mai Hoai Anh 
interview (July 22, 2005); Chee Ah What and Hazmat Khan interview (July 25, 2005); Chaiyaporn 
interview. 
430 Iraq officials interviews; Otham Al-Absi interview (May 21, 2005); Confidential witness interview 
(May 20, 2005); Chee Ah What and Hazmat Khan interview (July 25, 2005); Chaiyaporn interview; 
Ahmed R. Habboush, Dawood A. Mohammed, and Ra’ed Abu-Rumman interviews (May 2 and 4, 2005).  
In some cases, the mechanism and amount of payment was provided in advance of the signing of the 
contract.  In addition, some suppliers were permitted to pay their transport costs after the release of funds 
from the escrow account.  Iraq officials interviews. 
431 Iraq officials interviews; Confidential witness interview (noting that the use of the phrase “CIF 
Baghdad” was used as a justification to charge inland transportation costs).  This is consistent with a 
sampling of Programme contracts from different phases of the Programme. 
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Secretariat nor the 661 Committee ever considered closely whether current arrangements violated 
the sanctions regime—even as interpreted by OLA.432   

Sales agents interviewed by the Committee stated that they were aware of the requirement to pay 
inland transportation fees to Iraqi government agencies.433  

C. PAYMENT MECHANISMS FOR INTERNAL TRANSPORTATION 
FEES 
As noted above, when introducing inland transportation fees, the Economic Affairs Committee 
charged ISCWT with collecting funds derived from this tariff.  In practice, fees could be paid in 
four ways: (1) in cash to an ISCWT representative at Umm Qasr or in Baghdad; (2) in cash to the 
Rashid Bank or Rafidain Bank in Baghdad; (3) by bank transfer to the ISCWT account at the 
Amman Branch of Rafidain Bank; or (4) by bank transfer to accounts held by front companies in 
Jordan or the United Arab Emirates.  The Iraqi regime did not favor one particular mechanism.  
However, because large volumes of cash were difficult and dangerous to transport and suppliers 
were hesitant to make bank transfers directly to Iraqi authorities, payments through front 
companies became the preferred method of many suppliers.  In some instances, private agents 
(rather than front companies) facilitated payments to ISCWT’s account.434  

Normally, either the purchasing body of the Government of Iraq or ISCWT informed the supplier 
which front company to use in connection with a particular contract.  When the Iraqi regime 
introduced the illicit inland transportation scheme, Alia and Amman Shipping, both based in 
Amman, Jordan, were two of the most frequently used front companies.  These companies posed 
as legitimate providers of transportation services from the port of Umm Qasr, but in practice 
provided only limited services at port and otherwise functioned as little more than conduits for 

                                                      

432 See, e.g., “Programme Management Report,” vol. III, pp. 73-75, 107-08 (regarding several limited 
efforts by OIP involving inland transportation fees); OIP notes of informal 661 Committee meeting, p. 2 
(Feb. 1, 2001) (responding to inquiries about inland transportation fees, OIP indicated that it was awaiting 
guidance from OLA); OIP notes of informal 661 Committee meeting, p. 2 (Apr. 11, 2001) (noting, by an 
OIP representative, that most Programme contracts by then included the cost of inland transportation and 
that, if the 661 Committee precluded the circulation of such contracts, key humanitarian sectors “might 
well come to a halt”).  
433 Saud Ayyash interview (Sept. 28, 2005) (regarding involvement as a sales agent under the Programme 
with Carmel Air-Conditioning); Ghazi Ibrahim interview (Sept. 26, 2005) (same with International 
Industrial Development); Joseph Salem interview (Sept. 23, 2005) (same with Techno Middle East). 
434 Iraq officials interviews; Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Mai Hoai Anh 
interview (July 22, 2005) (noting that shipmasters were highly fearful that transporting and delivering cash 
to ISCWT would lead to them “getting killed”); Chee Ah What and Hazmat Khan interview (July 25, 2005) 
(noting the use of an agent). 
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the payment of transportation fees to ISCWT.  In exchange, the companies received a small 
percentage of the fees they channeled to the regime.435   

This relationship was delineated in a letter from Minister of Trade Mohammad Mehdi Saleh to 
ISCWT (with copies to Rafidain Bank in Baghdad and the Ministry of Finance).  The letter 
included the following directive from the Economic Affairs Committee: 

The State Company for Water Transport, through its representative in Amman, 
regularly follows up on transfers of money received from MOU suppliers 
through Umm Qasr by Jordanian front companies within two business bank days 
after deducting the commission percentage of 0.25% to the account of the State 
Company for Water Transport at Rafidain [Bank] Amman no. (8229) to 
guarantee that the money is under the control of the Iraqi government, bearing in 
mind to immediately pay off amounts received from suppliers into the company’s 
account at Amman bank (whenever this is possible).436 

All money paid by front companies or suppliers into ISCWT’s account at the Amman branch of 
Rafidain Bank was transferred promptly into the company’s account at the Baghdad branch of the 
same bank.  Upon receipt of these funds, Rafidain Bank Baghdad would notify ISCWT.  In 
addition, the front companies themselves would inform ISCWT that a supplier had fulfilled its 
obligations.437 

                                                      

435 Iraq officials interviews; Otham Al-Absi interview (noting that Alia provided no transportation services 
and channeled funds to ISCWT in exchange for a commission); Hussein Al-Khawam interview (May 24, 
2005) (noting that Alia acted as a front company for ISCWT in exchange for a commission); Confidential 
witness interviews (noting the use of Alia and Amman Shipping to channel funds to ISCWT); Chaiyaporn 
interview (noting that IGB instructed Chaiyaporn to make inland transportation payments through Alia and 
Amman Shipping); Mai Hoai Anh interview (July 22, 2005) (noting that the Iraqi Ministry of Trade 
informed Vinamilk that the Government of Iraq had “changed methods” and all transportation charges were 
to be paid to Alia in the future); Chee Ah What and Hazmat Khan interview (July 25, 2005) (noting that 
ISCWT told Jawala Corporation to pay inland transportation fees to Alia).  
436 Ministry of Transportation record, Mohammad Mehdi Saleh memorandum to ISCWT (Dec. 21, 2000) 
(translated from Arabic). 
437 Ibid.; see also Iraq official interview.  
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Figure: Mohammed Mehdi Saleh memorandum to ISCWT (translated from Arabic) (excerpt). 

If ISCWT had not received confirmation of a supplier having paid into an Iraqi-controlled bank 
account, it generally would not permit discharge of the supplier’s cargoes.  In such circumstances, 
the supplier or vessel chartering company incurred demurrage of thousands of dollars a day.  One 
supplier interviewed by the Committee recalled that a supplier’s failure to pay fees, even on just 
one contract, resulted in large demurrage and prevented the vessel’s entire contents from being 
offloaded.438 

                                                      

438 Iraq officials interviews; Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004) (noting that 
demurrage resulted from ships sitting idle in port); Chee Ah What and Hazmat Khan interview (July 25, 
2005). 
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D. DISTRIBUTION AND USE OF INTERNAL TRANSPORTATION FEES  
As noted above, Iraqi representatives initially presented inland transportation fees to suppliers as 
necessary to fund actual costs.  However, this is belied by recent admissions of Iraqi officials 
familiar with the inland transportation scheme as well as by documentary evidence obtained in 
this investigation.  When interviewed, officials explained that the transportation fees were 
unusually high and included a generous margin of profit that was transferred to accounts held by 
the Iraqi Ministry of Finance or CBI.  In particular, former Minister of Oil Rashid noted that the 
inland transportation fees were introduced to generate supplemental cash and did not relate to 
internal costs.  Beyond these Iraqi witnesses, an individual closely involved with a Middle 
Eastern company in the channeling of revenues to the regime noted that the Government of Iraq 
paid its drivers “peanuts” and retained a large portion of the inland transportation fees as a de 
facto kickback.  Similarly, a senior officer of Alia stated the actual inland transportation costs 
were minimal and that the fee essentially “was a payment to the Government of Iraq.”439 

The claim that the revenues generated from the inland transportation scheme were used 
exclusively to cover inland transportation costs is also inconsistent with the Government of Iraq’s 
internal accounting.  Internal Iraqi documents note that, with each successive phase of the 
Programme, the Iraq regime successfully diverted additional funds accrued from inland 
transportation charges to Iraqi ministries and government organs unconnected to transportation 
services.  This practice is illustrated by a table that the Ministry of Transportation prepared in 
2000 (“ISCWT Table”), noting inland transportation fees on goods delivered from Umm Qasr.  
The ISCWT Table reflects the fees charged on commodities shipped by vessel to Iraq between 
Phases VI and VIII and indicates how the proceeds were distributed to Iraqi entities.440 

                                                      

439 Iraq officials interviews; Amer Rashid interview (Oct. 29, 2004); Confidential witness interview; 
Othman Al-Absi interview (May 21, 2005).  Mr. Al-Absi was General Manager of Alia.  Ibid. 
440 Ministry of Transportation record, “MOU Transport Tariff” (2000) (translated from Arabic) (hereinafter 
“ISCWT Table”) (noting the allocations of internal transportation fees and corresponding disbursements); 
see also Iraq official interview (reviewing detailed Iraqi records of illicit payments); Ministry of 
Transportation record, Form for transferring MOU goods, COMM no. 1100013 (June 12, 2002) (translated 
from Arabic) (providing an example, which is discussed in greater detail below, of how illicit revenues 
were divided among Iraqi entities). 
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Figure: “MOU Transport Tariff” (2000) (translated from Arabic). 

Although fees increased slightly between Phases VI and VII and substantially between Phases 
VII and VIII, the funds earmarked to entities involved in port and transportation services 
remained constant.  For example, in Phases VI through VIII, Land Transport (noted as “Land”) 
was consistently allocated $9 out of the total fees levied on each metric ton, while the State 
Company for Ports (noted as “Ports”) received between $1 and $3.  The set schedule provided for 
other ministries, companies, and departments, such as IGB, Ministry of Trade, and National 
Insurance Company (noted as “Grains Trade,” “Trade Formation,” and “Insurance,” respectively) 
to receive only small percentages of total revenues.441 

                                                      

441 “ISCWT Table”; Iraq officials interviews.  Funds were distributed by means of transfers out of 
ISCWT’s account at Rafidain Bank in Baghdad to accounts controlled by Iraqi entities at CBI.  The prices 
noted for Phase VIII are consistent with those listed in the Economic Affairs Committee’s memorandum of 
August 6, 2000.  Ministry of Transportation record, Hikmat Al-Azzawi memorandum to Iraqi Ministries 
(Aug. 6, 2000) (translated from Arabic). 
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This table notes that only one entity’s share of inland transportation fees significantly increased 
between phases: the Ministry of Finance.  This ministry did not receive any portion of fees 
collected on bulk goods in Phases VI and VII, but was afforded as much as $10 per metric ton 
(“pmt”)—higher than any other beneficiary—in Phase VIII.  Likewise, it received only $10 per 
container during the first two phases of the transportation fee scheme, but was awarded $300 per 
container in Phase VIII.  Moreover, these remittances to the Ministry of Finance did not reflect 
any assistance by the ministry in the handling or transport of goods and, in fact, as discussed 
below, may have included a portion of the after-sales-service fees.  Rather, they denoted a cash 
surplus that would be retained at CBI and spent at the Iraqi regime’s discretion.442 

                                                      

442 “ISCWT Table”; Iraq officials interviews. 
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IV. THE BROADENING OF THE KICKBACK SCHEME 
Approximately one year after the Iraqi regime began requiring certain contractors to pay 
transportation fees to ministerial entities and front companies, it expanded its kickback program 
to include a mandatory “after-sales-service fee.”  This new tariff, which in most instances was 
eventually equal to ten percent of the original contract value, applied to all goods purchased by 
each ministry, regardless of point of entry into Iraq or means of transportation.  This obligation 
was enforced through the final phase of the Programme, often in conjunction with other fees, and 
had earned the regime more than $1 billion by spring of 2003.   

A. INTRODUCTION OF AFTER-SALES-SERVICE FEES 
On August 3, 2000, two months after the start of Phase VIII, Vice President Ramadan circulated a 
memorandum to all Iraqi ministries that described a recent meeting of the Command Council. 
The memorandum stated that the Command Council had discussed the issue of “making 
additional revenues for commercial contracts” and had decided on the following directives: 

1. Gather all commercial contracts titled ((After Sales Services or any other suitable 
version that achieves the purpose of the contract and is based on the nature of 
that contract)). 

2. The allocated percentages for bullet (1) above will be as follows: 

a. From 2-5% for food and medication (excluding medical tools and 
equipment) 

b. From 5-10% for everything but food and medication. 

3. The delegated minister and the head of the entity not related to a ministry are 
authorized to determine the rate amount in bullet (2) above, based on the nature 
of the materials that are under contract and at the highest rate whenever 
possible.443 

These instructions signaled the imposition of after-sales-service fees, a mandatory kickback to be 
paid by all suppliers to Iraq.  Unlike transportation fees, which were levied based on the weight or 
size of the procured commodity, after-sales-service fees constituted a fixed percentage of the 
monetary value of the goods under purchase.  This percentage, which was initially suggested at 
two to five percent for food and medicine and five to ten percent for all other items, could be 
raised or lowered at the discretion of the minister overseeing the contract in question.  In October 
2000, the Command Council raised the minimum percentage to ten percent, noting that any after-
sales-service fees above this threshold would be viewed as “commendable.”  From this point 

                                                      

443 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Aug. 3, 2000) 
(translated from Arabic) (double parentheses in original). 
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forward, ten percent was the standard amount levied, but in some instances fees could be as high 
as thirty percent.444  

No Iraqi officials interviewed by the Committee have expressed awareness of guidelines 
stipulating when the standard ten percent fee should be raised or lowered.  One official noted that 
some ministers applied higher percentages to contracts for goods that required assembly inside 
Iraq and lower rates to commodities that arrived ready to operate.  This official also stated that 
contracts for the provision of services (e.g., repair or installation) tended to incur higher than 
average fees because the item under contract was not as easily quantified and therefore easier to 
inflate.  For example, a service project executed in three stages easily could be noted as a more 
costly four-stage project without detection by United Nations inspectors or contract processors.  
Another Iraqi official noted that the Ministry of Trade was inclined to impose high percentages, 
but that the Ministry of Oil was not because Oil Minister Rashid feared corruption among his 
employees.  In addition, the Ministry of Oil was concerned that substandard oil spare parts would 
have constrained Iraq’s oil production and therefore would have decreased the regime’s illicit 
revenue.445 

As had been the case with transportation fees, Iraq incorporated after-sales-service fees into the 
contract value that was paid to the supplier out of the escrow account.  Accordingly, contract 
negotiation after the imposition of after-sales-service fees operated in much the same way it had 
during the period when only transportation fees applied.  Iraqi officials across a number of 
ministries have explained that suppliers were informed or reminded of their obligation to pay the 
additional percentage after they had participated in a tender process and been selected by a 
purchasing body to contract under the Programme.  If a supplier agreed to these terms, its contract 
value would be inflated by the percentage demanded by the contracting ministry.  Often this 
upward revision was accomplished by increasing the unit price, but in many instances an explicit 
after-sales-service fee equal to the levied amount was inserted in the contract.  In other instances, 
the fee was disguised as a performance bond or a maintenance or training expense.446 

Suppliers initially could pay after-sales-service fees in one lump sum or in installments 
corresponding with individual shipments or deliveries of goods.  In most cases, these payments 
had to be executed before the goods in question reached the Iraqi border.  Otherwise, ISCWT (for 
deliveries to Umm Qasr) or ministry officials (for land deliveries) would not permit the goods to 

                                                      

444 Ibid.; Ministry of Oil record, Khalil Yassin Al-Ma’mouri memorandum to Iraqi Ministries (Oct. 25, 
2000) (translated from Arabic) (raising the minimum after-sales-service fee threshold to ten percent); 
Mohammad Mehdi Saleh interviews (Aug. 10 and Nov. 18, 2004); Amer Rashid interview (Oct. 29, 2004); 
Isam Rashid Al-Huwaysh interview (Oct. 22, 2004); Ahmed Murtada Ahmed Al-Khalil (Nov. 5, 2004); 
Iraq officials interviews. 
445 Mohammad Mehdi Saleh interview (Aug. 10, 2004); Iraq officials interviews. 
446 Iraq officials interviews; Confidential witness interviews (regarding maintenance expenses); see, e.g., 
Bassam Deek interview (Aug. 12, 2005) (noting that the Iraqi Ministry of Oil requested that Flowserve 
(then known as Ingersoll-Dresser Pumps), for which Mr. Deek serves as an Area Manager, pay an after-
sales-service fee in lieu of directly providing maintenance services). 
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be discharged at port or unloaded at warehouses.  Certain contractors that Iraqi authorities viewed 
as reliable were permitted to make payments after goods had arrived in Iraq and funds had been 
released from the escrow account.447 

After August 2000, many purchasing bodies began demanding that suppliers sign auxiliary 
contracts guaranteeing payment of after-sales-service fees.  A memorandum circulated by the 
Ministry of Trade in October 2000 stipulated that these agreements had to be drafted in such a 
way that “the supplier commits to paying off the amount of the After Sales Services as one lump 
sum, or in installments . . . such that the payment is made before the goods are received.”  Side 
agreements ranged in format, content, and level of detail.  Some specified payment mechanisms 
and bank details while others included only a pledge from the supplier to execute a funds 
transfer.448 

                                                      

447 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(noting that Iraqi purchasing bodies could exercise discretion when choosing which suppliers would be 
obligated to provide bank guarantees in advance of contract execution); Ministry of Agriculture letter to 
Trading Division (Oct. 23, 2001) (permitting supplier Belhasa Motors to discharge its cargoes in advance 
of paying after-sales-service fees); Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Ministry of 
Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Nov. 22, 2000) (translated from 
Arabic); Iraq officials interviews.  
448 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); Iraq officials 
interviews.   
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Figure: Company side agreements, COMM nos. 1230790 (Jan. 18, 2002), 1201773 (Jan. 14, 2003). 

Shipping agents interviewed by the Committee stated that after-sales-service fees were mandatory 
on all goods entering Iraq after Phase VIII.  None of them were aware of any goods being 
allowed into Iraq on a Phase VIII or later contract, for which the ten percent fee had not been 
paid.  In fact, to avoid incurring additional costs if goods were refused at the border, shipping 
companies explained that they routinely confirmed payment of all fees prior to transporting goods 
to Iraq.449  Similarly, sales agents interviewed by the Committee stated that they were aware of 
the requirement to pay after-sales-service fees from Phase VIII onwards.450 

                                                      

449 Elias Atallah and Reem Andoni interview (May 18, 2005) (discussing after-sales-service fees as 
understood through involvement with Amin Kawar & Sons); Fathi Khalil interview (Sept. 23, 2005) (same 
through involvement with Al-Ghaith Shipping); Emad Abdelhadi interview (Sept. 27, 2005) (same through 
involvement with Barwil Shipping); Renmon Sulaiman interview (Sept. 27, 2005) (same through 
involvement with T. Gargour & Fils); Osama Azer interview (Sept. 27, 2005) (same through involvement 
with Orient Transport); M. G. Maghami and K. Divakaran interview (Sept. 24, 2005) (same through 
involvement with Simatech Shipping); Walid Dawood interview (Sept. 25, 2005) (same through 
involvement with United Arab Shipping Company); see also Ismael Theeb and Khaled Al-Shareef 
interview (May 23, 2005) (same through experience of driving truckloads of goods under the Programme). 
450 Saud Ayyash interview (Sept. 28, 2005) (regarding involvement as a sales agent under the Programme 
with Carmel Air-Conditioning); Mazin Lawrence interview (Sept. 27, 2005) (same with Comet); Ghazi 
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B. EXPANSION OF THE TRANSPORTATION FEE SCHEME 
In the same August 2000 memorandum that announced the inauguration of after-sales-service 
fees, Vice President Ramadan imparted new instructions to the Ministry of Transportation 
regarding transportation fees.  Three days after this announcement, the Economic Affairs 
Committee circulated a new schedule of transportation fees, raising fees on all goods imported 
via Umm Qasr for the remainder of Phase VIII.  Rates remained at or slightly above these levels 
for the Programme’s duration.  As noted above, most of the additional revenues afforded by this 
augmented tariff were transferred to the Ministry of Finance’s account at CBI following 
collection by ISCWT.451 

Five months later, Deputy Prime Minister Al-Azzawi distributed a memorandum informing all 
Iraqi ministries about the mechanisms for paying after-sales-service fees.  This memorandum 
specified that ISCWT was “in charge of receiving the revenues from after sales services . . . in 
addition to additional and original transportation fees for goods imported via Umm Qasr port 
. . . .”  The memorandum specified also that ISCWT must “transfer the revenues from the after-
sales services arriving in its account to the accounts of Ministries and departments not affiliated 
with a Ministry . . . .”452 

Taken together, these directives reflect the expansion of the inland transportation scheme in the 
months following the imposition of after-sales-service fees.  According to Iraqi officials, in 
addition to receiving inland transportation fees, ISCWT was also responsible for ensuring the 
collection of after-sales-service fees levied on goods delivered to Umm Qasr port.  These two fees 
were often collapsed into one very high transportation fee and paid by the same methods that had 

                                                                                                                                                              

Ibrahim interview (Sept. 26, 2005) (same with International Industrial Development); Rita Mina interview 
(Sept. 29, 2005) (same with TradeLinks Ltd.); Joseph Salem interview (Sept. 23, 2005) (same with Techno 
Middle East); Atlas’s sales agent interview (Sept. 29, 2005).  All but one of these agents stated that these 
fees were mandatory and that goods were not allowed into Iraq without prior payment of all levied fees.  In 
addition, these agents asserted that there were no exceptions to this requirement and that they were unaware 
of any shipments entering Iraq for which fees had not been paid to the relevant Iraqi ministry.  Saud 
Ayyash interview (Sept. 28, 2005); Mazin Lawrence interview (Sept. 27, 2005); Ghazi Ibrahim interview 
(Sept. 26, 2005); Rita Mina interview (Sept. 29, 2005); Joseph Salem interview (Sept. 23, 2005).  One 
agent stated that exemptions were possible, but only in exceptional circumstances and with the Iraqi 
Deputy Prime Minister’s personal approval.  Atlas’s sales agent interview (Sept. 29, 2005). 
451 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Aug. 3, 2000) 
(translated from Arabic); Ministry of Transportation record, Hikmat Al-Azzawi memorandum to Iraqi 
Ministries (Aug. 6, 2000) (translated from Arabic); see also Ministry of Transportation letter to State 
Company for Ports, Land Transport, and ISCWT (Aug. 19, 2001) (translated from Arabic) (reflecting the 
distribution of transportation fee revenues between the Ministry of Finance and the subsidiary SOEs of the 
Ministry of Transportation); Iraq officials interviews. 
452 Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 6, 2000) (translated 
from Arabic). 
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been used in Phases VI and VII.453  As a result, payments to ISCWT and to companies such as 
Alia and Amman Shipping increased dramatically between 2000 and 2002.  For example, an 
officer of the Vietnam North Food Corporation (“Vinafood”), the largest supplier of rice to Iraq 
under the Programme, informed the Committee that, approximately one year after his company 
began paying Alia, the Government of Iraq raised inland transportation charges by 250 percent.  
This trend is reflected in transportation invoices, reprinted below, that Alia submitted to 
Vinafood: An invoice from August 2001 reflects fees of $25 pmt for transporting rice; a second 
invoice, from May 2002, reflects fees of over €65 pmt (or approximately $59 pmt) for 
transporting rice.454 

Figure: Alia invoices to Vinafood, 7/2001/VINA and 18/VINAF/2002 (Aug. 16, 2001 and May 15, 
2002). 

                                                      

453 Iraq officials interviews; Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); see also Ministry 
of Transportation record, Hikmat Al-Azzawi memorandum to Iraq Ministry of Transportation (Apr. 26, 
2001) (translated from Arabic) (noting that “the State Company for Water Transport should inform the 
companies they deal with to receive transport and services fees in the currency of the approved contract or 
any other major currency determined in coordination with Al-Rafidain Bank-Amman”).  When 
interviewed, one supplier explained that it paid after-sales-service fees in cash to Rafidain Bank and 
transportation fees in Iraqi dinars to Rashid Bank.  Amhed Habbous, Dawood A. Mohammed, and Ra’ed 
Abu-Rumman interviews (May 2 and 4, 2005).  This is the only occasion in which the Committee has 
identified payments of this nature.   
454 Phiet Luong The interview (July 19, 2005); see also Chaiyaporn interview (noting the increase in fees 
paid to Alia over time); Alia record, Alia invoices to Vinafood (Aug. 16, 2001 and May 15, 2002); 
OANDA, “Currency Converter,” http://www.oanda.com (converting euros to USD as of May 15, 2002). 
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As noted in Deputy Prime Minister Al-Azzawi’s memorandum of November 6, 2000, ISCWT 
was responsible for distributing after-sales-service revenues to the Iraqi bodies on whose behalf it 
had collected the fees.  ISCWT accomplished this task by transferring portions of these revenues 
to the Ministry of Finance and to other ministries and entities.  The funds received from 
transportation fees, meanwhile, were distributed in a manner generally consistent with the 
framework for Phase VIII set out in the ISCWT Table.  In the case of bulk goods, for example, 
this amounted to approximately $9 pmt to Land Transport, $10 pmt or more to the Ministry of 
Finance as a cash reserve, and $0.25 pmt to $3 pmt for other entities that provided port 
services.455    

One illustration of this practice is an ISCWT record of June 2002 setting out the dissemination of 
revenues collected by Alia in connection with a contract signed between IGB and AWB of 
Australia.456 

                                                      

455 Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 6, 2000) (translated 
from Arabic); Iraq official interview; Othman Al-Absi interview (May 21, 2005); Confidential witness 
interview. 
456 Ministry of Transportation record, Form for transferring MOU goods, COMM no. 1100013 (June 1, 
2002) (translated from Arabic).  The form erroneously identifies the relevant contract number as 110013.  
The correct COMM no. is 1100013, which is the one associated with the indicated BNP-issued letter of 
credit (no. 733475). 
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Figure: Form for transferring MOU goods, COMM no. 1100013 (June 1, 2002) (translated from 
Arabic). 

The record indicates that AWB paid approximately $2.3 million in nominal transportation fees for 
the trucking of 41,759 metric tons of bulk wheat shipped on the vessel Bei Hai—a rate of 
approximately $54 pmt.  Of these funds, ISCWT earmarked $0.98 million for the Ministry of 
Finance as an after-sales-service fee. This sum equates to a markup of approximately ten percent 
of the value of the wheat (inclusive of transportation charges) discharged from the Bei Hai.  The 
remaining $1.3 million in transportation fee revenues were disseminated as follows: (1) $0.53 
million, or $12.61 pmt, for the Ministry of Finance (termed as “additional”); (2) $0.41 million, or 
$9.75 pmt, for Land Transport; (3) $0.09 million, or $2.17 pmt for ports; and (4) between $0.01 
and $0.07 million, or roughly $0.13 pmt to $1.71 pmt, for other service-providers such as ISCWT 
and National Insurance Company.457 

                                                      

457 Ibid.  AWB was paid €11.09 million for the wheat shipped on the Bei Hai.  Applying the conversion rate 
used by ISCWT (€0.97 = $1) to calculate the transportation fee results in a USD equivalent of $10.76 
million.  This sum, less the $0.98 million recorded by ISCWT as a service fee, is $9.78 million—
approximately ten times the value of the $0.98 million denoted by ISCWT as the after-sales-service fee.  
This Chapter later addresses in greater depth AWB’s payments of substantial inland transportation fees. 
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Chart E – Sample Distribution of AWB “Inland Transportation” Fees458 
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ISCWT applied this distribution framework to all of the funds it received from contractors after 
Phase VIII.  According to an analysis provided by Rafidain Bank to ISCWT in 2005, between 
February and June 2003, ISCWT transferred approximately $666 million out of its account at 
Rafidain Bank to CBI accounts of twenty-eight other Iraqi bodies.  Over half of these funds, or 
$373 million, was remitted to the Ministry of Finance.  Of this $373 million, $283 million was 
reflected as having been raised through after-sales-service fees and $90 million through 
transportation fees.  The majority of the remaining $293 million was transferred to Land 
Transport, the State Company for Ports, ISCWT, and the Ministry of Trade.459 

When interviewed, shipping companies involved in transporting Programme goods to Iraq 
expressed the common opinion that suppliers must have known that inland transportation fees 
were being paid to the Government of Iraq.  First, these shippers noted, as indicated above, that 
goods suppliers assumed contractual responsibility for inland transportation.  Second, invoices 
from shippers to suppliers often reflected these costs.  Third, it was necessary for suppliers of 
goods needing specialized unloading and transportation equipment to inquire about specific 
shipping arrangements.  Fourth, the only transportation within Iraq was controlled and supplied 

                                                      

458 In Chart E (above), the transaction marked as “1a” represents AWB’s payment of €2.327 million to Alia 
for the Bei Hai shipment.  Applying the conversion rate used by ISCWT (€0.97 to $1), €2.327 million 
equals about $2.257 million ($54.05 pmt based on the total shipment quantity of 41,759 tons).  Transaction 
marked as “1b” shows that Alia in turn paid ISCWT $2.251 million, which was $5,650 less than the 
amount paid by AWB to Alia.  This discrepancy represents the one-quarter percent fee retained by Alia.  
Deducting service fees left $2.247 million to be distributed among the various Iraqi state companies ($53.8 
pmt based on the total shipment quantity).  The transaction marked as “3” shows BNP’s payment of $10.5 
million to AWB for the Bei Hai shipment ($251 pmt). 
459 Rafidain Bank letter to ISCWT (Apr. 26, 2005) (translated from Arabic); Iraq official interview.  
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by the Government of Iraq.  Last, the shippers were unaware of any goods entering Iraq through 
Umm Qasr after Phase VIII for which inland transportation fees were not paid.460   

C. PAYMENT MECHANISMS FOR AFTER-SALES-SERVICE FEES AND 
THE USE OF BANK GUARANTEES 
Suppliers delivering goods to Iraq through Trebil, Al Waleed, and Zakho did not interact with 
ISCWT and sometimes were exempted from paying transportation fees.  In addition, some 
suppliers shipping cargoes to Umm Qasr preferred to pay after-sales-service fees separately from 
transportation charges.  In such cases, the suppliers and contracting Iraqi ministries arranged for 
the payment of fees on an individual basis.  The Ministry of Finance initially was responsible for 
establishing payment mechanisms and monitoring the collection of funds.  This eventually proved 
too complicated for the ministry, and, in May 2001, responsibility was transferred to CBI.461  

Fees could be paid by several methods: (1) cash payments (in Baghdad or at embassies in foreign 
capitals); (2) bank transfers; and (3) front companies.  There were no set guidelines specifying 
when a particular payment mechanism was to be employed.  In practice, this choice appears to 
have been at the discretion of the purchasing body or the supplier.  Because some companies 
complained about having to pay illicit fees before receiving funds from the escrow account, the 
Government of Iraq permitted certain suppliers to obtain bank guarantees instead and then pay 
their kickbacks after obtaining payment for the goods sold to Iraq.462 

                                                      

460 Emad Abdelhadi interview (Sept. 27, 2005) (discussing inland transportation fees as understood through 
involvement with Barwil Shipping); Elias Atallah and Reem Andoni interviews (May 18 and 21, 2005) 
(same through involvement with Amin Kawar & Sons); Osama Azer interview (Sept. 27, 2005) (same 
through involvement with Orient Trading); Walid Dawood interview (Sept. 25, 2005) (same through 
involvement with United Arab Shipping Company); Fathi Khalil interview (Sept. 23, 2005) (same through 
involvement with Al-Ghaith Shipping); M. G. Maghami and K. Divakaran interview (Sept. 24, 2005) (same 
through involvement with Simatech Shipping); Renmon Sulaiman interview (Sept. 27, 2005) (same 
through involvement with T. Gargour & Fils); see also Ismael Theeb and Khaled Al-Shareef interview 
(May 23, 2005) (same through experience driving truckloads of goods under the Programme).   
461 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 
6, 2000) (translated from Arabic); Isam Rashid Al-Huwaysh interviews (Oct. 22, 2004 and Feb. 21, 2005); 
Iraq officials interviews; Ellias Atallah and Reem Andoni interviews (May 19 and 21, 2005); Remon 
Sulaiman interview (Sept. 27, 2005); Hussain Al-Khawam interview (May 24, 2005).  
462 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 
6, 2000) (translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memoranda to Iraqi 
Ministries (Apr. 2 and 26, 2001) (translated from Arabic); Iraq officials interviews; Confidential witness 
interview. 
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1. Cash Payments 

In his memorandum of August 3, 2000, Vice President Ramadan identified various options for 
paying after-sales-service fees, including cash payments in Iraq.  Funds received in cash were 
deposited into accounts at Rafidain Bank and transferred to CBI.  In certain instances, cash 
payments were transferred to Iraqi embassies in Jordan and the United Arab Emirates and then 
transferred as quickly as possible to Rafidain Bank branches in Amman and Baghdad.  Although 
no Iraqi official interviewed by the Committee identified which suppliers preferred cash transfers, 
one individual who acted as an agent to suppliers during the Programme noted that Chinese and 
Indian firms frequently paid in this manner.  In addition, one Iraqi official noted that cash 
payments sometimes were undertaken by Iraqi agents working on behalf of suppliers rather than 
by suppliers themselves.463 

2. Bank Transfers 

At the outset of the after-sales-service scheme, Rafidain Bank and the Ministry of Finance were 
tasked with establishing accounts at banks in Amman and Beirut that would facilitate the 
collection of fees levied by Iraqi ministries and state companies.  Initially, all fees were paid to 
the Ministry of Finance’s account at Rafidain Bank.  This arrangement proved cumbersome and 
inadequate, however, because the Ministry of Finance did not have the resources to link each of 
the many deposits into this account to a specific supplier or contract.464   

                                                      

463 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Aug. 3, 2000) 
(translated from Arabic) (stating that “[i]ncome generated from after sales services are to be handed over in 
cash inside Iraq, or to a banking entity determined by the Iraqi side according to pre-determined banking 
arrangements, in the case that handing over the money in cash inside Iraq fails”); Ministry of  Oil record, 
Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 6, 2000) (translated from Arabic) (stating that 
“[t]he Ministry . . . receives the revenues from after sales services . . . on goods arriving to the country from 
other points of entry besides Umm Qasr, in cash in foreign currency inside Iraq and if that doesn’t work, 
then it is received based on the following [methods]”); Ministry of Oil record, Hikmat Al-Azzawi 
memorandum to Iraqi Ministries (Apr. 2, 2001) (translated from Arabic); Iraq officials interviews; 
Confidential witness interview.  In Deputy Prime Minister Al-Azzawi’s memorandum of November 6, 
2000, he proposed the use of bank transfers only when cash payments inside Iraq were not feasible.  
Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 6, 2000) (translated from 
Arabic). 
464 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 
6, 2000) (translated from Arabic); Ministry of Transportation record, Hikmat Al-Azzawi memorandum to 
Ministry of Transportation (Apr. 26, 2001) (translated from Arabic); Isam Rashid Al-Huwaysh interviews 
(Oct. 22, 2004 and Feb. 21, 2005); Iraq officials interviews.  When interviewed, one goods supplier noted 
that it was instructed to pay to ISCWT’s account at Rafidain Bank if the purchasing body to which it was 
selling goods did not have its own account.  Amhed Habbous, Dawood A. Mohammed, and Ra’ed Abu-
Rumman interviews (May 2 and 4, 2005). 
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As a result of these difficulties, in spring 2001, the Iraqi leadership nominated CBI to manage and 
monitor kickback accounts in non-Iraqi banks.  Shortly after assuming this responsibility, CBI 
created dozens of clearing accounts—also known as “bridge accounts”— for all Iraqi ministries 
authorized to contract under the Programme.  These bridge accounts, which were designed to 
receive but not retain kickback revenues, were disguised in numerous ways.  In Amman, the 
accounts were registered under the names of Iraqi officials (sometimes with first and last names 
transposed); in Beirut, these were unnamed “numbered” accounts.  Every twenty-four hours, 
under terms of signed agreements between the banks and CBI, balances of these “bridge 
accounts” were transferred automatically to other secret CBI-controlled accounts at the same 
institution.  This distanced by one degree the accounts storing Iraq’s illicit revenues from the 
accounts into which suppliers or front companies deposited fees.  Such layering also protected 
Iraq against a possible freezing of its assets and allayed the concerns of suppliers hesitant to pay 
directly to an Iraqi entity.465     

On a daily basis, the banks holding bridge accounts transmitted advices to CBI, indicating the 
amounts paid by suppliers and the corresponding contract numbers.  Following receipt of this 
information, CBI informed the relevant Iraqi ministries which suppliers had fulfilled their after-
sales-service obligations.  Once notified, the ministries requested that BNP New York issue 
letters of credit in favor of the suppliers or, if letters of credit already had issued, permit goods to 
enter Iraq and be discharged at warehouses.  In addition to individual notifications, CBI prepared 
monthly fee reports that it circulated to all ministries and the Presidential Diwan.466   

                                                      

465 Ministry of Oil record, Mohammed Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 
6, 2000) (translated from Arabic); Ministry of Transportation record, Hikmat Al-Azzawi memorandum to 
Ministry of Transportation (Apr. 26, 2001) (translated from Arabic); Isam Rashid Al-Huwaysh interviews 
(Oct. 22, 2004 and Feb. 21, 2005); Iraq officials interviews. 
466 Iraq officials interview.   
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Table 2 – Banks Holding CBI-Maintained Bridge Accounts467 

Jordan Lebanon 

Housing Bank of Trade and Finance (Amman) Banque Saradar (Beirut) 

Bank of Jordan (Amman) Fransabank (Beirut) 

Jordan National Bank (Amman) Bank of Beirut and the Arab Countries 

Rafidain Bank (Amman) Al-Mawarid Bank (Beirut) 

 Rafidain Bank (Beirut) 

 Bank of Beirut 

 Byblos Bank (Beirut) 

Bridge accounts facilitated a large percentage of after-sales-service payments effected by bank 
transfer.  However, other options existed for suppliers from specific regions.  For example, 
suppliers based in or near Jordan sometimes paid cash directly to a CBI account at the Amman 
branch of Rafidain Bank.  Syrian firms could pay into an account held by the Iraqi Interests 
Section at one of the branches of the Syrian Commercial Bank in Damascus.  Outside the Middle 
East, CBI also maintained three accounts at the Minsk branch of Infobank, a Belarusian bank, 
which were used to collect fees levied on contracts with Belarusian firms.468 

Revenues derived from after-sales-service fees were withdrawn routinely in cash and transported 
to CBI in Baghdad, often via diplomatic pouch.  By March 2003, for example, Iraqi authorities 
had withdrawn $1.5 billion in kickback revenues from the bridge accounts at these Jordanian and 
Lebanese banks.469  

3. Front Companies 

Firms desiring to avoid paying to bridge accounts or other CBI-controlled accounts could deposit 
after-sales-service fees into accounts held by front companies located in Egypt, Lebanon, and the 
United Arab Emirates.  Funds paid to front companies were transferred to bridge accounts in 
Lebanon and Jordan and then to CBI accounts at Rafidain Bank in Amman.  Some of these front 
companies were owned partially by the Government of Iraq, whereas others had no relation to it.  

                                                      

467 Ibid. 
468 Ministry of Transportation record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Apr. 26, 2001) 
(translated from Arabic) (ordering that “Ministries . . . should inform the MOU suppliers to pay the after 
sale services in the same currency in which the contract was approved . . . in cash in Baghdad or Al-
Rafidain Bank in Amman or in its other Branches were it is permissible to conduct business with or in the 
Iraqi Commercial Center in Damascus”); Iraq officials interviews. 
469 Iraq official interview; Isam Rashid Al-Huwaysh interview (Oct. 22, 2004). 
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In exchange for their services, front companies received a small commission on the illicit 
revenues they collected from suppliers.  The most significant of the front companies was Al 
Wasel & Babel, a Dubai-based firm expressly established for the collection of after-sales-service 
fees.470 

In addition to collecting fees, some front companies also participated in the Programme.  In fact, 
former Vice President Ramadan stated that he signed an order giving preference to these 
companies, because Iraq increased its revenue by dealing with its own companies.  These front 
companies were not exempted from paying kickbacks, but often were permitted to pay after-
sales-service fees following the release of escrow funds.  Furthermore, the front companies were 
expected to offer competitive prices, and Iraq sometimes would advise them if their prices were 
too high so that they could adjust their bids to obtain the contracts.471  

4. Bank Guarantees 

Suppliers complained to the Government of Iraq about its expectation that after-sales-service fees 
be paid before the release of funds from the escrow account.  In particular, suppliers expressed 
concerns about having to pay kickbacks in connection with contracts that OIP or the 661 
Committee had not yet approved.  These concerns were not unfounded.  For example, one Syrian 
firm informed the Committee that it had paid kickbacks on contracts that were never executed by 
the United Nations.472   

                                                      

470 Ministry of Oil record, Mohammad Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries (Nov. 
6, 2000) (translated from Arabic); Hikmat Al-Azzawi interviews (Nov. 18, 2004 and Aug. 21, 2005); Iraq 
officials interviews.  Al Wasel & Babel is discussed in more detail in Section VII.C.  
471 Taha Yassin Ramadan interview (Aug. 17, 2005); Iraq official interview; see, e.g., Programme contract, 
COMM nos. 1030210 (Nov. 10, 2001) (contracting with Al Wasel & Babel), 1000151 (July 23, 2001); 
Riyadh Al-Khawam interview (Mar. 29 and May 12, 2005) (noting that Al-Hoda International Trading Co. 
was obligated to pay a ten-percent kickback on each contract); Ibrahim Lootah interview (May 3, 2005) 
(noting that Al Wasel & Babel was obligated to pay a ten-percent kickback and transportation fees on each 
contract); Iraq officials interviews. 
472 Ministry of Health record, Omid Midhat Moubarak memorandum to Ministry of Commerce and Import 
Committee (Nov. 25, 2000) (noting that goods suppliers, particularly those with large contracts, objected to 
advance payment of after-sales-service fees, but that prior arrangement of bank guarantees was acceptable); 
Iraq official interview; Reza Maktabi interview (Sept. 25, 2005) (explaining that Phoenix Investment 
International, for which he served as Managing Director, received the Government of Iraq’s authorization 
to delay paying after-sales-service fees until after receiving payment from the escrow account because the 
company lacked the financial resources to pay in advance); Ziad Halal and Salpy Yousef interview (July 5, 
2005) (noting that Altoun Trading Corporation (“Altoun”) paid kickbacks even on non-executed contracts).  
Mr. Halal and Ms. Yousef serve respectively as Managing Director and File-keeper at Altoun, a consortium 
of fifty-nine Syrian-based companies.  Ibid.  Mr. Moubarak served as Minister of Health.  Ministry of 
Health record, Omid Midhat Moubarak memorandum to Ministry of Commerce and Import Committee 
(Nov. 25, 2000). 
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As a result of these complaints, Vice President Ramadan’s office proposed that suppliers not 
amenable to paying in advance be obligated, before letters of credit were issued, to obtain bank 
guarantees in favor of regime-controlled accounts.  These bank guarantees were to correspond to 
the amounts levied by the ministries and would be released once CBI had confirmed that 
suppliers had paid the requisite fees.  One Iraqi witness who acted as an agent to foreign suppliers 
seeking business under the Programme reported to the Committee that some suppliers sought to 
layer their bank guarantees by issuing backstop guarantees or letters of credit to banks in Lebanon 
or Jordan, which in turn issued guarantees in the same amounts in favor of Iraqi accounts.473 

The bank guarantee requirement often was included in the side letters signed by suppliers in 
advance of contract execution.  According to memoranda circulated by the high-level Iraqi 
committees that oversaw the collection of kickbacks, the Iraqi purchasing bodies could exercise 
discretion when choosing which suppliers needed to provide bank guarantees and which could be 
trusted to make payments after contracts were approved or funds disbursed from the escrow 
account.  In a memorandum to the Command Council, for example, Trade Minister Saleh 
recommended:  

[T]he request for a guarantee depends on the extent of trust the Iraqis have with 
companies with whom they contract, thus a bank guarantee is required from 
companies that are not very well known to the Iraqi importers and with whom 
they are required to deal with to ensure payment of the additional amount, 
whereas in the case where companies are very well known and trusted, the 
guarantee requirement is assessed by the Iraqi importing entities.474 

This protocol was later articulated by Vice President Ramadan in a November 2000 
memorandum to all Iraqi ministries. According to one Iraqi official familiar with the practices of 
the Ministry of Oil, most suppliers were willing to obtain bank guarantees if requested.475 

D. OTHER FEES 
The Committee’s analysis of nearly one thousand side agreements retrieved from the Ministries 
of Trade and Oil revealed that Iraqi purchasing bodies frequently levied a variety of small charges 
in addition to transportation and after-sales-service fees.  By far the most common of these were 
“tender charges” (i.e., fees required as a condition for participation in a tender).  Many of these 
side letters noted that tender charges did not need to be paid any earlier than the issuing of a letter 
of credit.  One supplier that signed such side letters, however, stated that it had been obligated to 

                                                      

473 Ministry of Oil record, Mohammad Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic); Iraq officials interviews; Iraq witness interview; Confidential witness interview.   
474 Ministry of Oil record, Mohammad Mehdi Saleh memorandum to Taha Yassin Ramadan (Oct. 27, 2000) 
(translated from Arabic). 
475 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Nov. 22, 2000) 
(translated from Arabic); Iraq official interview. 
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pay tender charges before bidding on a contract.  The majority of tender charges ranged from 
$1,000 to over $20,000 per contract and often correlated with the tonnage or volume of the 
contract under bid.  An Iraqi witness familiar with the contract negotiation process stated that 
tender charges were levied with particular frequency on Russian firms, which—because of 
political considerations—were virtually guaranteed to win a large number of tenders.476 

E. COLLECTION AND USE OF ILLICIT FUNDS 
By March 2003, the after-sales-service fees had generated more than $1 billion for the Iraqi 
regime.  Inland transportation fees provided additional revenue of at least $527 million.  In total, 
from these kickback schemes, Iraq diverted more than $1.5 billion in cash from the Programme’s 
escrow account.477 

Chart F – Humanitarian Contract Kickbacks – Flow of Funds478 
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476 Chee Ah What and Hazmat Khan interview (July 25, 2005); Iraq witness interview; TaR, Company side 
agreements.  This analysis of side agreements is based on each individual fee contained in the one thousand 
side letters obtained from the Iraqi Ministries of Trade and Oil. 
477 Committee humanitarian kickback table. 
478 Ibid. 
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The Government of Iraq maintained a portion of its kickback revenues in cash at CBI and the 
balance in accounts in Lebanon and Jordan.  Iraqi witnesses have provided differing accounts of 
how Iraq used these funds.  Although some officials, including former Trade Minister Saleh, have 
stated that after-sales-service revenues were intended to provide a substitute “cash component” 
and cover internal administrative costs, none has claimed that the money in fact was spent in this 
manner.  Isam Rashid Al-Huwaysh, former Governor of CBI, stated that all but $10 to $15 
million of the after-sales-service revenues were maintained as a cash reserve.  Oil Minister 
Rashid stated that after-sales-service fees had nothing to do with services or internal costs.  Other 
Iraqi officials, including former Deputy Prime Minister and Finance Minister Al-Azzawi, asserted 
that money held by CBI was routinely allocated to other entities and ministries at the request of 
the Presidential Diwan or the ministries themselves.  These officials also noted that some of the 
largest recipients of these funds were Iraqi bodies that could not participate in the Programme, 
such as the Ministries of Defense and Military Industrialization, the Mukhabarat (Iraqi 
intelligence), and the Diwan itself.  In addition, the officials reported that some funds were 
transferred to Iraqi embassies to finance scholarships for Iraqi nationals studying abroad.479 

Mr. Al-Huwaysh and another official familiar with CBI’s activities also recounted that, shortly 
after the outbreak of hostilities in Iraq in March 2003, Saddam Hussein’s son, Qusay, arrived at 
CBI with a note signed by his father ordering the withdrawal of close to $1 billion in cash.  CBI 
officers complied with this request and loaded the money in over two hundred boxes.  Mr. Al-
Huwaysh and this other Iraqi official did not indicate what percentage, if any, of the funds 
withdrawn by Qusay constituted kickback-related revenues.480 

                                                      

479 Isam Rashid Al-Huwaysh interviews (Oct. 22, 2004 and Feb. 21, 2005); Mohammed Mehdi Saleh 
interviews (Aug. 10 and Nov. 18, 2004); Hikmat Al-Azzawi interview (Nov. 18, 2004); Iraq officials 
interviews; Amer Rashid interview (Oct. 29, 2004); Ahmed Murtada Ahmed Al-Khalil (Nov. 5, 2004) 
(noting that after-sales-service revenues were not used for actual expenses involved in installation or 
delivery of contracted goods). 
480 Isam Rashid Al-Huwaysh interviews (Oct. 22, 2004 and Feb. 21, 2005); Iraq official interview. 
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V. OTHER MANIPULATIONS OF THE PROGRAMME 

A. DIVERSION OF GOODS WITHIN IRAQI MINISTRIES 
Resolution 986 and the Iraq-UN MOU specified that escrow funds accumulated for goods 
purchases were intended for the humanitarian needs of the Iraqi population.481  Despite this 
restriction, the Government of Iraq routinely sought to use the Programme to purchase goods on 
behalf of Iraqi bodies that had little involvement in humanitarian relief.   

According to Iraqi officials, certain Iraqi ministries were allocated funds beyond their specified 
budgets in order to purchase goods on behalf of Iraqi bodies that could not contract under the 
Programme.  These bodies included the Ministry of Defense, the Ministry of Military 
Industrialization, the General Security Directorate, and the Presidential Diwan.  In some 
instances, the final recipient of the procured goods, rather than the purchasing ministry, issued 
tenders, negotiated directly with the supplier, and reviewed technical specifications of the 
commodities being procured.  In other cases, the purchasing ministry assumed these contracting 
responsibilities.  Orders to divert goods were issued to the ministries by the Leading Committee, 
the Office of Vice President Ramadan, the Presidential Diwan, and the Presidential Office.482  

Iraqi officials from the Ministries of Agriculture, Electricity, and Transportation and 
Communication all have stated that, on occasion, they were requested to purchase goods for other 
governmental entities.  For example, the Ministry of Agriculture routinely fronted for the 
Ministry of Defense.  Officials also noted that Belhasa Motors and Al-Qasit, firms of the United 
Arab Emirates, were respectively the primary suppliers to the Ministry of Defense and the 
intelligence services.  Commonly diverted items included trucks (in particular, a model used for 
pulling artillery), tires, batteries, forklifts, and even date palm excavators, which were used to 
uproot palm trees and transport them to Presidential Palaces.483 

                                                      

481 S/RES/986, para. 8 (Apr. 14, 1995) (“[T]he funds in the escrow account shall be used to meet the 
humanitarian needs of the Iraqi population and for the following purposes . . . .”); Iraq-UN MOU, para. 5 
(“The Government of Iraq undertakes to effectively guarantee equitable distribution to the Iraqi population 
throughout the country of medicine, health supplies, foodstuff and materials and supplies for essential 
civilian needs . . . .”).  In addition, Resolution 986 authorized Iraq’s import of oil spare parts that “are 
essential for the safe operation of the Kirkuk-Yumurtalik pipeline system in Iraq.”  S/RES/986, para. 9 
(Apr. 14, 1995); see also “First Interim Report,” p. 57 (discussing the Security Council’s decision to set 
aside escrow funds during each phase for oil spare parts, initially $300 million (in 1998) and then $600 
million (in 2000)). 
482 Ministry of Transportation record, Mohammad Mehdi Saleh memorandum to Iraqi Ministries (Dec. 10, 
2002) (translated from Arabic) (describing different contracting procedures for diverted goods); Taha 
Yassin Ramadan interview (Aug. 17, 2005) (acknowledging the ease with which some goods procured 
under the Programme were redirected to the Iraqi army and intelligence service); Iraq officials interview. 
483 Iraq officials interview. 
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When interviewed, Ahmed Murtada Ahmed Al-Khalil, the former Iraqi Minister of 
Transportation, indicated that ministries commonly transferred goods purchased through the 
Programme to other ministries.  In fact, internal data indicates that $1.9 billion of Iraq’s purchases 
under the Programme was diverted to other Iraqi entities ineligible to participate in the 
Programme.  This included $1.4 billion to the Ministry of Defense, $29 million to the Offices of 
the President and Vice President, $19 million to the Ministry of Military Industrialization, and 
$44 million to the Ministry of Industry.  These diversions involved a large number of vehicles 
and vehicle spare parts as well as hydraulic excavators, forklifts, propellers, and other heavy 
machinery.484 

Ministry of Agriculture officials stated that the ministry’s staff members initially were very 
concerned that they would be caught diverting goods, but soon realized that the United Nations 
was unaware of this subterfuge and therefore would not be taking any corrective action.  As noted 
in the Committee’s earlier Programme Management Report, the United Nations’ observation 
mechanism suffered critical management failures that reduced the effectiveness of its monitoring 
capability.  One Ministry of Transportation official stated that if inspectors ever asked about 
goods that had been diverted to the Ministry of Defense, they were told that the items had been 
lent to another ministry for a few days and would be returned.  Similarly, Minister of 
Transportation Al-Khalil stated that, if United Nations inspectors wanted to inspect a vehicle 
transferred to another ministry, the purchasing ministry would make a delaying excuse and then 
“borrow” the vehicle back long enough for the inspectors to check, after which time the vehicle 
would be returned.485 

B. RESALE OF PROGRAMME GOODS OUTSIDE IRAQ 
In addition to diverting goods to other ministries during the Programme, and despite the sanctions 
regime, United Nations trade data suggests that Iraq also resold goods purchased through the 
Programme to other nations.  This represented another source of illicit income for the Iraqi 
regime.  Specifically, the United Nations Commodity Trade Statistics Database (“Comtrade”), 
which includes import/export data voluntarily provided by approximately 110 member states, 
indicates an aggregate of approximately $286 million in imports from Iraq (excluding oil) 
between 1996 and 2002.  The United Nations relies on the veracity of the information provided 
by members and does not verify the information contained in Comtrade; similarly, the Committee 
has not verified this data.  The Committee also been unable to determine if the goods traded by 
Iraq were goods furnished to it under the Programme; however, at least some of the items 
identified as having been sold by Iraq, such as cotton yarn, are not known to be produced within 
Iraq.486  

                                                      

484 Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004); TaR (Apr. 1997 to May 2005). 
485 Iraq officials interview; “Programme Management Report,” vol. III, p. 58-65; Ahmed Murtada Ahmed 
Al-Khalil interview (Nov. 5, 2004). 
486 United Nations, “Commodity Trade Statistics Database,” http://unstats.un.org/unsd/comtrade (including 
reported data on goods exported from other countries, including from Iraq during the Programme’s 
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Former Vice President Ramadan asserted that there was no official government practice of 
reselling Programme goods outside Iraq.  However, he stated that there was a possibility that 
particular individuals stole or otherwise obtained Programme goods that they resold on the black 
market or outside the country.  Another Iraqi official stated that the goods sold outside Iraq were 
mostly Iraqi-produced goods that the Government of Iraq purchased locally and then resold for a 
profit—though some Programme goods also were resold outside Iraq.487 

C. SUBSTANDARD GOODS 
When interviewed, numerous former Iraqi officials stated that the Government of Iraq often 
procured substandard goods under the Programme.  These individuals provided examples 
spanning the Programme, including animal feed, cars and other vehicles, wheat, medicine, 
generators, batteries, and chemicals.  There were instances in which spoilage occurred and Iraq 
received out-of-date goods.  In July 1999, upon returning from a mission in Iraq, Mr. Sevan, 
Executive Director of OIP, informed the Security Council that “[a] major problem being faced by 
the Government of Iraq is regarding supplies and equipment which on arrival are found to be 
defective or do not meet quality control standards.”  Notwithstanding Iraq’s persistent problems 
with substandard goods, former Vice President Ramadan stated that the Government of Iraq did 
not have a policy of importing poor quality goods.488   

                                                                                                                                                              

duration); Ronald Jansen interview (Sept. 21, 2005) (explaining Comtrade in his capacity as Chief of the 
United Nations Commodity Trade Statistics Section); see, e.g., Comtrade record, Humanitarian imports 
from Iraq (1996-2002) (indicating, for example, that Iraq exported cotton yarn during the Programme); 
Statistical, Economic and Social Research and Training Centre for Islamic Countries (“SESRTCIC”), 
“SESRTCIC STATISTICAL DATABASE (BASEIND),” http://www.sesrtcic.org/ statistics/bycountry.php 
(providing a searchable statistical database reflecting that Iraq did not produce any cotton yarn during the 
Programme’s duration).  Also known as the Ankara Centre, SESRTCIC is a subsidiary organ of the 
Organisation of the Islamic Conference (“OIC”).  Among other responsibilities, SESRTCIC “collate[s], 
process[es] and disseminate[s] socio-economic statistics and information on and for the utilisation of the 
member countries.”  SESRTCIC, “About Us,” http://www.sesrtcic.org/aboutus.shtml.  Iraq became a 
member of OIC in 1976.  SESRTCIC, “Accession Dates of OIC Member Countries,” 
http://www.sesrtcic.org/oic/oicaccda.shtml.   
487 Taha Yassin Ramadan interview (Aug. 17, 2005); Iraq officials interviews. 
488 Mohammed Mehdi Saleh interview (Nov. 18, 2004); Iraq officials interviews; Mohammad Khoshnaw 
interview (Dec. 18, 2004); Frances Kinnon interview (Dec. 15, 2004); Benon Sevan briefing at informal 
Security Council consultations (July 22, 1999); Taha Yassin Ramadan interview (Aug. 17, 2005).  Mr. 
Khoshnaw served as the Health Minister, and Ms. Kinnon served as a Political Analyst within OIP.  
Mohammad Khoshnaw interview (Dec. 18, 2004); Frances Kinnon interview (Dec. 15, 2004).  One witness 
stated that companies routinely substituted lower quality goods for those specified in the contracts and that 
shipping documents, on their face, often reflected different goods than those listed on the relevant 
contracts.  Despite these deviations, such goods cleared inspection.  Confidential witness interviews.  
Similarly, another witness stated that a company with which he is familiar contracted to provide Iraq with 
goods from a particular country, but instead provided goods from a different country.  Furthermore, the 
witness indicated that the company submitted falsified documents in order to facilitate the acceptance of 
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A significant factor contributing to Iraq’s procurement of lower quality goods was its official 
policy of benefiting particular suppliers as well as suppliers from favored countries.  For example, 
former Minister Al-Khalil explained that the Ministry of Transportation sometimes had to 
purchase lower quality goods—such as Russian instead of German cars—to comply with the 
requirement that it buy from priority countries.  Similarly, other officials stated that Iraq 
continued purchasing substandard goods from particular suppliers—notwithstanding previous 
shipments of low quality goods—in order to satisfy the political considerations of buying from 
particular countries (as directed by senior members of the Iraqi regime).  One official noted that 
the Ministry of Agriculture was compelled to buy poor quality vehicles from particular countries 
and that these lower quality vehicles did not cost much less than vehicles from reputable 
companies.  On the other hand, a review of Iraq’s humanitarian vendors indicates that Iraq 
purchased some of its goods from very well known companies with established reputations for 
producing quality goods, such as Mercedes, Volvo, Siemens, and General Electric.489     

Other factors also contributed to Iraq’s procurement of lower quality goods.  As noted by one 
Ministry of Trade official, the standard practice was not to seek goods of the highest quality, but 
rather to accept the lowest bidder so long as goods met basic specifications.  Another factor, as 
noted by Mr. Sevan in an informal briefing to the Security Council, was that Iraq shifted toward 
“procur[ing] through less reliable brokers,” which “further reduce[d] the likelihood of 
compensation when sub-standard supplies and equipment [were] received.”490 

Throughout the Programme, a recurring debate at the United Nations and with Iraq involved 
commercial protection and specifically the sufficiency of Iraq’s recourse when receiving 
substandard goods.  Felicity Johnston, Chief Customs Expert within OIP, explained that Iraq 
routinely wrote to OIP and reported to the Security Council regarding its concerns about the 
quality of goods obtained under the Programme.  When interviewed, Iraqi officials noted that, 
because Iraq was not permitted to require goods suppliers to obtain performance bonds, it was 
unable to punish suppliers that provided substandard goods, except by denying the companies 
future contracts.  Iraq expressed its concerns regarding this to the 661 Committee, but the 661 
Committee disagreed on the appropriateness of various protection mechanisms and ultimately did 
not reach the consensus necessary to redress this concern.  In addition, Iraqi officials complained 
that Cotecna stamped goods received (and hence payments were processed) before Iraq could 
conduct quality inspections.  Ms. Johnston suggested that disputes between the Government of 

                                                                                                                                                              

these alternative goods.  Confidential witness interview; Confidential witness letter to the Committee (May 
24, 2005).   
489 Ibid.; Iraq officials interviews; Tun Myat interviews (July 26-27 and Aug. 10, 2005); TaR (Apr. 1997 to 
May 2005).   
490 Iraq official interview; Benon Sevan statement at informal Security Council consultations (Nov. 19, 
2002) (suggesting that reliance on these brokers resulted from “lengthy delays in contracting and approval” 
and also that “[i]t is essential to find ways and means to ensure that supplies and equipment provided by 
contractors are in compliance with their contractual commitments, e.g. performance bonds etc.”); see also 
Ahmed Murtada Ahmed Al-Khalil interview (Nov. 5, 2004) (stating that lower quality goods still had to 
meet the basic specifications and were priced lower than better quality goods). 
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Iraq and suppliers should have been resolved under normal commercial dispute practices: Iraq 
could have returned goods, sought repayment to the escrow account, or sought replacement 
goods.491   

Last, there is some limited anecdotal evidence suggesting that the Iraqi regime derived illicit 
revenues by procuring substandard goods.  Two former officials of an Iraqi SOE told the 
Committee that certain companies deliberately supplied poor quality goods in order to raise their 
profits and that some of these companies in turn could be persuaded to compensate the Iraqi 
regime.  Supplying lower quality goods at the prices of normal quality goods logically would 
have afforded suppliers greater margins from which to channel illicit payments to the Iraqi 
regime.  However, as noted in the Programme Management Report, the Committee has not 
obtained sufficient evidence to confirm the existence of any widespread Iraqi scheme to obtain 
pecuniary benefits from procuring substandard goods.492 

D. ABOVE-MARKET PRICING OF GOODS 
In its Programme Management Report, the Committee noted that—over the course of the 
Programme—the difference between the prices at which the Government of Iraq would have been 
expected to purchase goods (based on available market data) and the prices that Iraq actually paid 

                                                      

491 Felicity Johnston interview (May 26, 2005); Iraq officials interviews; Provisional record of 661 
Committee meeting, S/AC.25/SR.189, pp. 4-7 (Aug. 24, 1999) (discussing the permissibility of possible 
means of commercial protection for Iraq, including performance bonds, retention clauses, and automatic 
deferred payments); Provisional record of 661 Committee meeting, S/AC.25/SR.212, pp. 7-8 (Jan. 18, 
2001) (continuing the 661 Committee’s debate on commercial protection, during which time the French 
representative “expressed consternation at the nearly two-year deadlock in the matter”); Provisional record 
of 661 Committee meeting, S/AC.25/SR.220, pp. 4-5 (June 14, 2001) (noting the Government of Iraq’s 
letter about Programme goods not meeting contractual specifications, which prompted the Chairman to 
recommend “approv[ing] the inclusion in contracts . . . provisions to safeguard Iraq’s commercial rights”); 
Darko Mocibob interview (July 6, 2004) (noting that OIP raised problems of commercial protection with 
the 661 Committee from 1999 through the Programme’s end, but that the Committee never reached 
consensus on implementing any changes); Benon Sevan statement at informal Security Council 
consultations (Nov. 19, 2002) (“I feel duty bound to reiterate yet again that it is essential to provide 
commercial protection for the Iraqi buyers, the absence of which has long plagued the implementation of 
the humanitarian programme . . . .”).  However, sometimes Iraq was able to refuse shipments on account of 
quality issues or instead required suppliers to decontaminate or disinfect shipments before Iraq would 
accept them.  Mohammed Mehdi Saleh interview (Nov. 18, 2004); Taha Yassin Ramadan interview (Aug. 
17, 2005).  With regard to the timing of payments, Ms. Johnston noted that OIP feared that permitting Iraq 
to inspect goods before authentication by the independent inspection agents would have provided additional 
leverage to demand kickbacks.  Felicity Johnston interview (May 26, 2005). 
492 “Programme Management Report,” vol. I, pp. 93-94; Iraq officials interviews.  In addition, at least one 
Iraqi official has denied the existence of any such scheme.  Iraq official interviews.  The Committee on 
Governmental Affairs of the United States Senate Permanent Subcommittee on Investigations estimated 
that the Iraqi regime obtained $2.1 billion in illicit income by procuring substandard goods.  “First Interim 
Report,” pp. 41-42.  However, as reiterated above, the Committee does not possess sufficient information 
to estimate how much, if any, illicit income the Iraqi regime derived from procuring substandard goods.   
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substantially increased.  Initially, the gap between expected and actual prices was relatively small 
and likely explained by the uncertain and risky operating environment in Iraq.  Later in the 
Programme, this price gap widened.  In part, as discussed above, goods prices were increased to 
include after-sales-service and inland transportation fees, essentially permitting the suppliers to be 
reimbursed from the escrow account to cover these illicit payments to the Iraqi regime.  However, 
based on preliminary analysis, the Committee previously suggested that the sheer size of the price 
differential appeared to exceed the magnitude of these illicit fees.493 

Indeed, since the last Report, the Committee has conducted additional analysis of contracts under 
the Programme, which strongly indicates that the pricing premiums paid by the Government of 
Iraq to suppliers were even higher and more widespread than initially indicated.  As part of its 
recent review, the Committee compared the pricing of goods included in more than 1,600 
humanitarian contracts to available market indices and other data.  This subset of contracts 
represented about one-third of the total value of goods that Iraq procured under the Programme.  
Even adjusting generously for the suppliers’ obligation to assume the cost of transporting goods 
to Iraq, the prices that the Government of Iraq paid for goods markedly exceeded best estimates 
of adjusted market prices, a condition that persisted throughout the Programme and deepened as 
the Programme progressed.       

The trends identified in the Committee’s more expanded pricing review underscore its earlier 
findings and also are consistent with analysis contained in a report released in September 2003 by 
the United States Defense Contract Audit Agency and Defense Contract Management Agency 
(“DCAA Report”).  In order to formulate recommendations for prioritizing and renegotiating of 
contracts during the Programme’s transition to CPA, the DCAA Report analyzed the pricing of 
759 already approved and funded contracts, finding potential overpricing in about half of the 
contracts—totaling approximately $656 million in potential overpricing on contracts valued in 
total at $3.1 billion.  The DCAA Report concluded that the most consistent overpricing involved 
food commodity contracts, where almost nine out of ten contracts examined were determined to 
be potentially overpriced at an average of twenty-two percent of contract value.494   

Although highlighting the extreme above-market pricing of humanitarian goods under the 
Programme, the Committee recognizes the difficulty and inherent complexities in determining 
appropriate market baselines, especially given the risks and uncertainties that suppliers faced in 
contracting with Iraq under the Programme.  Furthermore, prices were increased to accommodate 
illicit payments to the Iraqi regime, and margins likely were heightened to attract suppliers, to 
accommodate middlemen and Iraqi front companies supplying goods, and to reward companies 
based in countries viewed as supportive of Iraq.  For some goods, a wide disparity existed 
between the highest and lowest prices paid even during a particular phase, further suggesting 
preferential pricing for particular suppliers.  In the last analysis, the reasons for the persistent high 

                                                      

493 “Programme Management Report,” vol. I, pp. 101-02. 
494 United States Joint Defense Contract Audit Agency and Defense Contract Management Agency OFF 
Pricing Evaluation Team, “Report of the Pricing Evaluation of Contracts Awarded under the Iraq Oil for 
Food Program,” pp. 3-4, 11 (Sept. 12, 2003); “Programme Management Report,” vol. II, pp. 183-84. 
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premiums over and above market prices are not entirely clear, but this matter likely warrants 
further investigation and review. 
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VI. COMPANY EXAMPLES – OVERVIEW 
The remainder of this Chapter reviews the participation of twenty-three companies (or related-
company groups) that supplied humanitarian goods (including oil spare parts) to Iraq under the 
Programme.  This discussion of specific companies’ conduct contextualizes the operation of the 
Iraqi regime’s kickback scheme, illustrating the manner in which Iraq’s demands yielded 
payments from particular companies and the degree to which many companies were aware of the 
illicit nature of these payments. 

The twenty-three companies in this Chapter’s narrative discussion were selected on the basis of 
several criteria, including: (1) evidence that the company acted as a “front company” for the Iraqi 
regime (i.e., that it secretly was owned or controlled in part by the Government of Iraq); (2) the 
size of Programme participation and amount of kickbacks paid; (3) the strength of evidence that 
kickbacks were paid in connection with the company’s contracts; and (4) the degree to which the 
company’s size and reputation suggested that it should have had internal controls to inhibit illicit 
payments to Iraq. 

The Committee stresses, however, that the fact that a particular company has been selected 
for narrative discussion in this Chapter does not necessarily mean that it is more or less 
culpable than other companies that paid kickbacks but whose conduct is not discussed in 
this Chapter.  Attached to this Report is a table of all companies—more than 2,200 in 
number—for which the Committee has evidence that kickbacks were paid in connection 
with Programme contracts. 

The twenty-three companies discussed below fall into four general groups: 

• Major Iraqi front companies: These companies were registered outside Iraq but partly 
owned by the Government of Iraq, and they facilitated the kickback scheme by serving as 
collection agents for payments to the Iraqi regime from other contractors and, in some 
instances, by participating as favored contractors under the Programme; 

• Major food suppliers: These companies include grain and dairy producers from Australia, 
Thailand, Egypt, and Vietnam, which generally obtained the largest humanitarian 
contracts under the Programme and paid large amounts of fees allegedly for “inland 
transportation” in connection with their shipments by sea to the port of Umm Qasr;  

• Major trading companies: These companies include several of the major general trading 
companies that played large roles in furnishing a wide array of general merchandise and 
paid large amounts of kickbacks in return for Programme contracts; and  

• Major industrial companies of Europe and North America: These companies generally 
paid kickbacks on a much smaller scale than larger Programme participants, but did so 
despite organizational resources that ordinarily would safeguard against the making of 
such illicit payments.  
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Each of the companies discussed below was furnished with prior notice of the Committee’s intent 
to include a description of the company’s activity in connection with the Programme and 
provided with an opportunity to respond.  Not all companies responded to this notice.  In cases in 
which a company responded with information relevant to the narrative set forth below, the 
discussion references the company’s response, and a copy has been included at the end of this 
Chapter if requested by the company. 
 
The Committee further notes that many of the companies discussed below agreed to meet with 
the Committee’s investigators and also to furnish documents and other information to the 
Committee.  The Committee expresses its appreciation to those companies that offered their 
cooperation.  By contrast, where noted below, some companies refused cooperation or furnished 
very limited cooperation.  In such instances, a company’s refusal to cooperate suggested a greater 
likelihood of the company’s knowledge of illicit conduct. 
 
The Committee does not have evidence that companies paid humanitarian kickbacks in 
connection with goods applications submitted through the following permanent missions: (1) 
Afghanistan; (2) Bosnia and Herzegovina; (3) Cuba; (4) Czech Republic; (5) Former Yugoslav 
Republic of Macedonia; (6) Ghana; (7) Kazakhstan; (8) Kenya; (9) Malta; (10) Mauritania; (11) 
Mexico; (12) Monaco; (13) Norway; (14) Philippines; (15) Poland; (16) Republic of Korea; (17) 
Slovenia; or (18) United States.  However, this does not exclude the possibility that companies 
headquartered, located, or supplying goods from these countries paid or were aware of kickbacks 
paid through their affiliates or agents located in other countries in connection with contracts 
submitted through missions other than those listed above. 
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VII. IRAQI FRONT COMPANIES 
Three of the major Iraqi front companies were: (1) Alia for Transportation and General Trade 
(“Alia”) of Jordan; (2) Al-Hoda International Trading Co. (“Al-Hoda”) of the United Arab 
Emirates; and (3) Al Wasel & Babel General Trading LLC (“Al Wasel & Babel”) of the United 
Arab Emirates.495  Each of these companies is discussed in turn. 

A. ALIA FOR TRANSPORTATION AND GENERAL TRADE 
Alia was established in August 1994 as a joint venture between Hussain Al-Khawam, an Iraqi 
businessman, and the Iraqi Ministry of Transportation.  This arrangement developed from a 
proposal by Mr. Al-Khawam to refurbish Iraqi vessels stranded off the coast of Jordan and to use 
them for commercial shipping.  At the time of Alia’s registration, Jordanian law required that at 
least one owner of a Jordan-registered company be a Jordanian national.  As a result, Mr. Al-
Khawam nominated a close associate, Mo’tasset Fawzy Qatishat, to hold fifty-one percent of the 
company’s shares on Mr. Al-Khawam’s behalf.  The Iraqi Ministry of Transportation assigned 
two of its employees to hold Alia’s remaining shares.496 

                                                      

495 The term “front company” is used to describe a company that the Government of Iraq secretly owned in 
part.  The term does not connote that the company had no genuine business operations or that the full scope 
of its operations was carried on in a fraudulent manner. 
496 Hussain Al-Khawam interviews (Feb. 23 and 26 and May 24, 2005); Othman Al-Absi interview (May 
21, 2005); see also Iraq official interview (noting that Alia was jointly owned by Mr. Khawam and the 
Ministry of Transportation); Jordanian Ministry of Energy and Trade record, Company registration 
document, issue no. 3650 (Aug. 21, 1994); Alia record, Contract between ISCWT and Alia (undated).  Mr. 
Al-Khawam was the beneficial majority owner of Alia, and Mr. Al-Absi was Alia’s General Manager.  
Hussain Al-Khawam interview (Feb. 23, 2005); Othman Al-Absi interview (May 21, 2005).  As reflected 
in the registration document appearing in the text below, by November 10, 2004, the Ministry of 
Transportation’s nominee shareholders were replaced by the ministry itself.  Alia registration (Nov. 10, 
2004).  
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Figure: Alia registration (Nov. 10, 2004). 

In 1999, the Ministry of Transportation arranged with Alia to have it act as ISCWT’s collection 
agent for suppliers’ payments for the inland transportation of goods arriving at the port of Umm 
Qasr.  As collection agent, Alia received a small commission on the funds it channeled from 
suppliers to ISCWT.  According to bank records, Alia began receiving fees from suppliers as 
early as March 2000.497 

                                                      

497 Hussain Al-Khawam interview (May 24, 2005); Othman Al-Absi interview (May 21, 2005); Alia 
record, Alia agency agreement with ISCWT (Nov. 1, 2001); Jordan National Bank record, Alia accounts 
and statements (Mar. 2000 to Mar. 2003).  According to Alia, the ministry officials who proposed this 
arrangement to Alia falsely claimed that the United Nations had approved Iraq’s transportation fees and 
that all revenues derived from this tariff would be spent on gasoline, tires, trucks, spare parts, and employee 
salaries.  However, Alia never discussed this supposed approval with the United Nations, and the United 
Nations never contacted Alia to inquire about Alia’s relationship with the Government of Iraq.  Hussain Al-
Khawam interview (May 24, 2005); Othman Al-Absi interview (May 21, 2005); Committee meeting with 
Alia (Oct. 10, 2005).  Although Alia acted merely as a collection agent with respect to inland transportation 
services, it regularly provided limited protective agency and port services to suppliers delivering 
humanitarian goods to Umm Qasr and tankers lifting oil from Mina al-Bakr.  These services ranged from 
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The agent arrangement with Alia was useful to the Government of Iraq.  As noted in Section II.B 
above, Alia violated and assisted in violating the United Nations sanctions regime, which 
prohibited any third party from engaging in financial transactions with the Government of Iraq 
except as permitted under the Programme or Security Council resolutions.  By arranging for 
suppliers to make illicit payments to a Jordanian company such as Alia—instead of directly to 
ISCWT or another governmental entity of Iraq—the Iraqi regime disguised the illicit nature of 
such payments.498 

In fact, all transportation services for which Alia received payment from humanitarian suppliers 
were provided by employees of the Government of Iraq.  Transport of goods arriving at Umm 
Qasr was provided by trucks from the Ministry of Transportation or the Iraqi Grain Board 
(“IGB”).  When asked how much of the fees paid by Alia to ISCWT were used for the true costs 
of transport, Alia’s general manager stated: “There were no actual costs.  The driver got maybe 
$10.  This was a payment to the Government of Iraq.”  Alia’s general manager was unaware 
whether the actual costs for transport had any bearing on the transportation fee charged and 
collected by Alia.499  

Following the conclusion of contract negotiations between an Iraqi purchasing body and a 
supplier, ISCWT contacted Alia by fax, letter, or telephone and informed Alia of the amount that 
was to be received from the supplier.  On some occasions, ISCWT contacted the supplier directly 
to advise the supplier that it should send payment to Alia or sent the same invoice to the supplier 
that it sent to Alia.  On other occasions, Alia sent invoices to suppliers indicating the amounts 
levied by ISCWT.  Representatives of ISCWT came to Alia’s office every month to inspect the 
company’s records, and ISCWT also sent an employee to work at Alia.500 

                                                                                                                                                              

$3,000 to $12,000 per vessel and involved arranging cranes, ensuring safe berthing, and paying port fees, if 
necessary.  Alia was remunerated separately for these services and was not required to remit any revenues 
accrued in this manner to the Government of Iraq.  Othman Al-Absi interview (May 21, 2005). 
498 Also, as noted in Section II.B of this Chapter, the United Nations had received reports that suppliers 
were making payments to Alia, and OLA surmised that Alia had some kind of contractual relationship with 
the Government of Iraq.  OLA issued an opinion that payments to Alia would not be permissible unless 
approved by the 661 Committee, and the United Nations later warned the Government of Iraq that 
payments to Alia would be illegal without approval.  There is no indication that such warnings were 
communicated from the United Nation to suppliers under the Programme. 
499 Hussain Al-Khawam interview (May 24, 2005); Othman Al-Absi interview (May 21, 2005); 
Confidential witness interview (stating that actual transportation costs were a minor part of the 
transportation fee). 
500 Hussain Al-Khawam interview (May 24, 2005); Othman Al-Absi interview (May 21, 2005); Arvind 
Sarin interview (Mar. 3, 2005); Chaiyaporn interview; Chee Ah What and Hazmat Khan interview (July 25, 
2005); Confidential witness interview; see also M.G. Mahgami and K. Divakran interview (Sept. 24, 2005) 
(disclosing correspondence of September 1, 2002 from ISCWT to a shipping company, of which Mr. 
Mahgami and Mr. Divakran are principals, directing the company “to arrange remittance of funds to us 
through Alia for Transportations [sic] and General Trading Co.”). 
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Suppliers paid their fees in various foreign currencies (not Iraqi dinars) to Alia’s accounts at 
Jordan National Bank and the Egyptian Arab Land Bank.  Upon receipt of the funds, Alia 
informed ISCWT of the amount of the transfer and the corresponding supplier, contract, ship, and 
letter of credit.  Below is one such example of a letter from Alia to ISCWT, advising of its receipt 
of payment on ISCWT’s behalf:501 

Shortly after sending such communications, Alia transferred the full payment amount (less a 
commission between one-quarter percent and one percent) to ISCWT’s account at Rafidain Bank 
in Amman.  For these transfers, Alia used accounts in various foreign exchange currencies.  In 
total, between March 2000 and December 2003, the payments passing through Alia’s bank 
accounts in Jordan National Bank amounted to a USD equivalent of more than $788 million.502 

                                                      

501 Committee meeting with Alia (Oct. 10, 2005) (confirming that Alia made payments through both Jordan 
National Bank and Arab Land Bank); Arvind Sarin interview (Mar. 3, 2005); Wyawaddy Trading Limited 
letter to Iraq State Company for Food Stuff Trading (Aug. 29, 2002) (informing of a transfer of “the 
amount to be paid for the [land transport] charges to the account of M/S Alia for Transportation & General 
Trade Co.”); Jordan National Bank record, Alia accounts and statements (Mar. 2000 to Mar. 2003); Alia 
letter to ISCWT (Nov. 20, 2002). 
502 Hussain Al-Khawam interview (May 24, 2005); Othman Al-Absi interview (May 21, 2005); Iraq 
officials interview; Confidential witness interview; Committee meeting with Alia (Oct. 10, 2005) 
(acknowledging that Alia received commissions on payments transferred to ISCWT); Jordan National Bank 
record, Alia accounts and statements (Mar. 2000 to Dec. 2003) (containing payments in currencies of the 
United States, the United Kingdom, Japan, Germany, and Switzerland).  In December 2000, Iraq reduced 
Alia’s commission to one-quarter percent.  Hussain Al-Khawam interview (May 24, 2005); Ministry of 

 

Figure: Alia letter to ISCWT (Nov. 20, 2002). 
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Apart from acting as a collection agent, Alia also engaged in five sales contracts under the 
Programme.  During Phase VIII of the Programme, Alia contracted to supply Toyota vehicles and 
spare parts.  For these two contracts, Alia paid a total of $1,246,072 in after-sales-service fees (in 
cash and in kind) and $90,900 in inland transportation fees, totaling $1,336,972.  With respect to 
one of these contracts, COMM no. 800929, Alia disputed the characterization of its payment as 
an “after-sales-service” fee, referring to the payment merely as an “extra fee.”  Additionally, Alia 
advised that it inflated the price of this contract by more than $4,000 per vehicle at the 
Government of Iraq’s request and then used the extra revenue to purchase fifty more vehicles that 
it shipped without inspection to Iraq.503 

In summary, based on the available evidence, Alia knowingly acted as a front company, serving 
as a conduit for collecting hundreds of millions of dollars in illicit fees paid by suppliers to the 
Iraqi regime.  Alia further made illicit payments totaling $1,336,972 in connection with its own 
contracts under the Programme. 

B. AL-HODA INTERNATIONAL TRADING CO. 
Al-Hoda was an Iraqi front company formed in May 2000 in the United Arab Emirates for the 
purpose of entering into contracts during the Programme.  It was half-owned by the Al-Khawam 
family, which also owned Alia (as discussed above).  The remaining half was split in a sixty-forty 
share by Iraq’s Ministry of Finance and Ministry of Oil.  The agreement creating Al-Hoda was 
signed on behalf of the Al-Khawam family by Ali Al-Khawam, as the Chairman of the Al-
Khawam family of businesses, and Riyadh Al-Khawam, as Chairman of Al-Hoda.  According to 
Riyadh Al-Khawam, the Al-Khawam family invested $2 million to start the company, while the 
Iraqi ministries made no initial investment.504    

Al-Hoda entered into fifty-five contracts from Phases VI through XI of the Programme, resulting 
in the sale of more than $120.8 million of a variety of goods, including foodstuffs, construction 
materials, automobiles, water tankers, soap and detergent, and firefighting equipment.  Al-Hoda’s 
customers were a broad range of Iraqi entities, including the State Trading Company for 
Construction Materials, the State Company for Food Stuff Trading, the General Establishment for 
Water and Sewerage, the Ministry of Irrigation, the State Company for Shopping Centers, the 
State Company for Transportation, the State Trading Company for Construction Materials, the 

                                                                                                                                                              

Transportation record, Mohammed Mehdi Saleh letter to ISCWT (Dec. 21, 2000) (translated from Arabic).  
The calculation for payments transmitted through Alia’s accounts is based on all deposits into Alia’s 
accounts that had one or more transactions referencing a ship name, a BNP letter of credit number, or 
ISCWT.  The exact data on what portion of these payments was related directly to the Programme is 
unavailable. 
503 Committee humanitarian contractor table and TaR, COMM nos. 600810, 600812, 800481, 800929, 
1200663; Committee humanitarian kickback table, COMM nos. 800481, 800929; Committee meeting with 
Alia (Oct. 10, 2005).  For purposes of the Committee’s calculations, the inflated cost of vehicles under 
COMM no. 800929 is included in calculations for the after-sales-service fees. 
504 Riyadh Al-Khawam interviews (Feb. 26, Mar. 29, and May 12, 2005). 
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General Company for the Ports of Iraq, the Ministry of Housing and Construction, and the 
Economics and Finance Department.505 

When interviewed, Riyadh Al-Khawam acknowledged that Al-Hoda paid a ten percent after-
sales-service fee that was added to its contracts.  The kickback fee ordinarily was memorialized in 
a side agreement.  Al-Hoda paid the kickback fee in cash to an account at the Rafidain Bank in 
Amman.  Once the fee was paid, the bank notified the appropriate Iraqi ministry of the fact of 
payment, and the ministry then instructed Al-Hoda to ship the goods.506 

Mr. Al-Khawam did not recall whether Al-Hoda paid inland transportation fees on any of the 
contracts that it executed under the Programme.  Yet several of Al-Hoda’s side agreements 
obtained by the Committee from the Government of Iraq reflect Al-Hoda’s undertaking to pay 
inland transportation fees.507   

Based on fifty-three of Al-Hoda’s contracts from Phases VI through XI of the Programme, the 
Committee calculates that Al-Hoda paid kickbacks of approximately $8.1 million in the form of 
after-sales-service fees and an undetermined amount in the form of inland transportation fees in 
connection with goods that it shipped through Umm Qasr.508   

                                                      

505 Committee humanitarian contractor table and TaR, COMM nos. 601939, 601940, 602071, 800205, 
800206, 800221, 800237, 800342, 800386, 800445, 800471, 800562, 800658, 800763, 800764, 800942, 
801588, 801589, 801590, 801607, 801641, 801950, 802266, 802552, 830083, 900061, 900191, 900192, 
900193, 900217, 900218, 900219, 900220, 900221, 901091, 901092, 901205, 930061, 930137, 1000151, 
1000391, 1000392, 1000393, 1000431, 1000432, 1001312, 1002229, 1030272, 1030467, 1100162, 
1100275, 1100555, 1100750, 1100789, 1101101.  Although Al-Hoda’s first contracts were allocated under 
Phase VI of the Programme, which lasted from May to December 1999, its first contract (COMM no. 
601939) was not signed until October 2000.  
506 Riyadh Al-Khawam interviews (Mar. 29 and May 12, 2005).  Iraqi records include eight side 
agreements executed by Al-Hoda in connection with funded contracts.  Company side agreements, COMM 
nos. 601939 (Oct. 22, 2000), 601940 (Oct. 23, 2000), 800763 (Oct. 23, 2000), 800764 (Oct. 23, 2000), 
801588 (undated), 801950 (Oct. 23, 2000), 901205 (undated), 1030272 (undated).  Iraqi records include 
another six side agreements for Al-Hoda contracts that were signed, but ultimately not approved or 
executed.  Company side agreements, COMM nos. 930136 (Mar. 29, 2001), 1101400 (June 5, 2002), 
1130448 (June 25, 2002), 1130472 (undated), 1130491 (undated), 1230587 (May 18, 2002). 
507 Riyadh Al-Khawam interviews (Mar. 29 and May 12, 2005); Company side agreements, COMM nos. 
601939 (Oct. 22, 2000), 601940 (Oct. 23, 2000), 800763 (Oct. 23, 2000), 800764 (Oct. 23, 2000), 801950 
(Oct. 23, 2000).  Al-Hoda also executed a side agreement that included an undertaking to pay inland 
transportation fees in connection with a contract that never was executed.  Company side agreement, 
COMM no. 1101400 (June 5, 2002). 
508 Committee humanitarian kickback table, COMM nos. 601939, 601940, 800205, 800206, 800221, 
800237, 800342, 800386, 800471, 800562, 800658, 800763, 800764, 800942, 801588, 801589, 801590, 
801607, 801641, 801950, 802266, 802552, 830083, 900061, 900191, 900192, 900193, 900217, 900218, 
900219, 900220, 900221, 901091, 901092, 901205, 930061, 930137, 1000151, 1000391, 1000392, 
1000393, 1000431, 1000432, 1001312, 1002229, 1030272, 1030467, 1100162, 1100275, 1100555, 
1100750, 1100789, 1101101. 
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Apart from its role as one of the largest humanitarian suppliers, Al-Hoda also purchased more 
than twenty-three million barrels of Iraqi oil.  According to Mr. Al-Khawam, Al-Hoda agreed to 
pay Iraq’s request for oil surcharges.  SOMO records reflect payment of more than $4.1 million in 
surcharges for oil purchased by Al-Hoda.509 

Al-Hoda was advised of the substance of the description of its activities in this Report.  In 
response, it advised the Committee that the Iraqi payment policies were “the standard systematic 
procedure which was rigidly adopted and followed by the Iraqi authorities concerned at the time 
and, as you are already aware, this procedure was literally implemented for compulsory 
compliance by all contracting companies and vendors without any exception.”510 

In summary, based on the available evidence, Al-Hoda knowingly breached the Programme’s 
rules and United Nations sanctions by approximately $8.1 million in the form of after-sales-
service fees and an undetermined amount in the form of inland transportation fees to the Iraqi 
regime.  In addition, Iraqi records reflect the payment of more than $4.1 million in surcharges for 
Al-Hoda’s oil purchases. 

C. AL WASEL & BABEL GENERAL TRADING LLC 
Another front company used by Iraq to subvert the Programme was Al Wasel & Babel of the 
United Arab Emirates, which also was created to do business under the Programme.  Ibrahim 
Lootah, a citizen of the United Arab Emirates, owned fifty-one percent of the company, and 
Iraq’s Ministry of Finance owned the remaining forty-nine percent.  The Iraqi regime’s partial 
ownership of Al Wasel & Babel was hidden by listing an Iraqi citizen, Hikmat Jergi, as owner of 
the regime’s interest in the company.  Al Wasel & Babel had an office in Baghdad, and it 
maintained accounts at the Abu Dhabi Commercial Bank in Dubai.  Mr. Lootah permitted Mr. 
Jergi and another Iraqi national, Tarek Al-Obeidi, to open accounts and act as signatories for 
transactions from these bank accounts.511 

Al Wasel & Babel emerged as a major conduit for after-sales-service fees and oil surcharges.  
Contracting companies deposited fees or surcharges into an Al Wasel & Babel account at Abu 

                                                      

509 Committee oil company table, contract nos. M/09/15, M/10/22, M/10/106, M/11/20, M/11/40, M/11/93, 
M/12/36; Riyadh Al-Khawam interviews (Mar. 29 and May 12, 2005); Committee oil surcharge table, 
contract nos. M/09/15, M/10/22, M/10/106, M/11/20, M/11/93, M/11/40. 
510 Al-Hoda letter to the Committee (Sept. 29, 2005). 
511 Ibrahim Lootah interview (May 3, 2005); Ibrahim and Abdullah Lootah interview (Dec. 18, 2004).  
Abdullah Lootah is the son of Ibrahim Lootah.  When Abdullah Lootah was first interviewed in December 
2004, he claimed that Al Wasel & Babel was not owned partly by the Government of Iraq and denied 
knowledge of the Iraqi regime’s use of Al Wasel & Babel as a front company.  Ibid.; see also Hikmat Al-
Azzawi interviews (Nov. 18, 2004 and Aug. 21, 2005) (former Minister of Finance who identified Al 
Wasel & Babel as partly owned by Ministry of Finance and one of the front companies used by Iraq to 
channel payments of fees); Iraq official interviews (acknowledging the status and use of Al Wasel & Babel 
as a front company). 
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Dhabi Commercial Bank, and Al Wasel & Babel transferred the money to a Jordanian Bank 
account held in the name of two individual nominees for the Central Bank of Iraq and who then 
re-transferred the funds to a Central Bank of Iraq account at the Rafidain Bank in Amman, 
Jordan.  Although the Committee does not have complete records of Al Wasel & Babel’s 
payments, it has obtained records for one account from the Jordan National Bank.  These records  
reflect that, during 2001 and 2002, payments of approximately $31.5 million in various currencies 
were made by Al Wasel & Babel to the Central Bank of Iraq’s nominee account at the Jordan 
National Bank.512   

The transfers from Al Wasel & Babel’s accounts in Dubai were made by the Iraqi representatives 
(Mr. Jergi and Mr. Al-Obeidi) who controlled the accounts.  Al Wasel & Babel derived a 
commission of approximately one-quarter percent for payments processed through its account.  
When asked about this commission fee, Mr. Lootah replied: “Why not get easy money?”513   

Moreover, on at least one occasion, as described in Chapter 2 of this Report, Al Wasel & Babel 
facilitated the payment of an oil surcharge by a company that purchased oil from Iraq.  In March 
2001, Italtech, an Italian company that operated as a front company for the United States 
company Bayoil, paid at least $6.1 million in oil surcharges through Al Wasel & Babel.  These 
transactions were masked by fictitious, backdated contracts executed between Italtech and Al 
Wasel & Babel, purportedly for the sale of oil by Al Wasel & Babel to Italtech.514 

In addition to acting as a conduit for the transfer of illicit payments by other companies to the 
Iraqi regime, Al Wasel & Babel was itself a major Programme contractor, ranking seventh on the 
list of Iraq’s largest suppliers with more than $384 million in payments from the escrow account 
for Programme contracts.  Beginning in Phase VI of the Programme and continuing to the 
Programme’s end, Al Wasel & Babel executed eighty-two contracts to supply goods to at least 
thirteen Iraqi entities, including Ministries of Irrigation, Trade, and Education.  The goods 
supplied varied widely and included construction materials, foodstuffs, automobiles and 
automobile parts and accessories, and soap and detergent.515 

                                                      

512 Ibrahim Lootah interview (May 3, 2005) (noting Al Wasel & Babel accounts in Dubai and transfers to 
an Iraqi-controlled account at the Jordan National Bank); Jordan National Bank record, Iraqi-controlled 
account, bank statements (2001-2002) (showing incoming transfers from Al Wasel & Babel and to the 
Central Bank of Iraq). 
513 Ibrahim Lootah interview (May 3, 2005). 
514 Augusto Giangrandi interviews (Apr. 25 and 27-28, 2005); Ibrahim Lootah interview (May 3, 2005); 
Confidential witness interviews; Committee oil company table, contract nos. M/01/07 (contracting with 
Bayoil); M/07/51, M/08/116, M/08/120, M/09/07 (contracting with Italtech); Committee oil surcharge 
table, contract no. M/09/07 (contracting with Italtech). 
515 Committee humanitarian contractor table and TaR, COMM nos. 601950, 601955, 602005, 602006, 
602009, 602052, 700446, 700717, 700719, 700986, 701494, 702190, 702305, 702606, 702775, 800027, 
800033, 800063, 800146, 800337, 800341, 800344, 800345, 800346, 800467, 800468, 800560, 800571, 
800632, 800940, 800943, 800945, 800950, 801047, 801403, 801442, 801443, 801444, 801445, 801446, 
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When interviewed, both Ibrahim and Abdullah Lootah acknowledged that Al Wasel & Babel paid 
after-sales-service fees on its contracts with Iraq and that these payments were required in order 
to secure contracts.  Ibrahim Lootah also acknowledged the payment of transportation fees to 
Iraq.  Al Wasel & Babel learned of the after-sales-service policy when it received a letter from 
one of the Iraqi ministries announcing the ten percent policy.  Consistent with the 
acknowledgement of Al Wasel & Babel officials, a review of Iraqi ministry files reveals that Al 
Wasel & Babel executed many written side agreements requiring the payment of after-sales 
service fees.516 

For Al Wasel & Babel’s own contracts under the Programme, the Committee calculates that, in 
connection with seventy-six contracts, Al Wasel & Babel paid more than $19.4 million in after-
sales-service fees and also an undetermined amount in the form of inland transportation fees in 
connection with goods that were shipped through Umm Qasr.517 

In summary, Al Wasel & Babel knowingly breached the Programme’s rules and United Nations 
sanctions in two ways.  First, it served as a front company, collecting and forwarding illicit 
kickback payments from goods suppliers to the Iraqi regime.  Second, in connection with the 
large number of contracts that it obtained under the Programme, Al Wasel & Babel paid over 
$19.4 million in kickbacks.  

                                                                                                                                                              

801480, 801481, 801483, 801484, 801606, 801643, 801644, 801645, 801709, 801929, 801996, 802068, 
802111, 802112, 802338, 802520, 802602, 802685, 802819, 802941, 900358, 900359, 900772, 900808, 
901208, 901838, 901839, 901857, 901858, 901860, 1000099, 1000100, 1000103, 1000104, 1000395, 
1000787, 1030210, 1100142, 1100552, 1100787, 1200217, 1200242. 
516 Ibrahim Lootah interview (May 3, 2005); Ibrahim and Abdullah Lootah interview (Dec. 18, 2004).  Iraqi 
records include eighteen side agreements executed by Al Wasel & Babel in connection with funded 
contracts.  Company side agreements, COMM nos. 800063 (Aug. 19, 2000), 800940 (Nov. 14, 2000), 
800943 (Nov. 14, 2000), 800945 (Nov. 14, 2000), 801444 (Dec. 20, 2000), 801445 (Dec. 20, 2000), 
801606 (Dec. 20, 2000), 801643 (Dec. 20, 2000), 801644 (Dec. 20, 2000), 801645 (Dec. 20, 2000), 802941 
(Aug. 27, 2001), 900772 (Dec. 20, 2000), 901208 (Dec. 20, 2000), 901838 (Aug. 27, 2001), 901839 (Aug. 
27, 2001), 901857 (Aug. 27, 2001), 901858 (Aug. 27, 2001), 901860 (Aug. 27, 2001).  Iraqi records also 
include another thirteen side agreements for Al Wasel & Babel contracts that were signed but ultimately 
not approved or executed.  Company side agreements, COMM nos. 800247 (Sept. 10, 2000), 800248 (Sept. 
10, 2000), 800249 (Sept. 10, 2000), 800466 (Sept. 26, 2000), 800467 (Sept. 26, 2000), 800939 (Nov. 14, 
2000), 800944 (Nov. 14, 2000), 801646 (Dec. 20, 2000), 901840 (Aug. 27, 2001), 1001698 (Dec. 11, 
2001), 1001699 (Dec. 11, 2001), 1030558 (Oct. 30, 2001), 1102022 (Oct. 31, 2002). 
517 Committee humanitarian kickback table (based on each of the eighty-two COMM numbers cited above 
for Al Wasel & Babel contracts, except COMM nos. 602005, 602006, 602009, 602052, 700446, 700719, 
702775, 800560, 800632, and with the addition of two unexecuted contracts, COMM nos. 801646, 
1000614). 
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VIII.  MAJOR FOOD COMPANIES 
The five largest suppliers to Iraq during the Programme were all foodstuffs companies: AWB 
Ltd. (“AWB”) of Australia, Chaiyaporn Rice Company Ltd. (“Chaiyaporn”) of Thailand, the 
Holding Company for Food Industries (“Holding Company”) of Egypt, the Vietnam Northern 
Food Corporation (“Vinafood”), and Vietnam Dairy Joint Stock Company (“Vinamilk”).  These 
five companies collectively accounted for about $5 billion in contracts—nearly one-sixth of all 
humanitarian payments from the United Nations escrow account. 

A. AWB LTD. 
AWB was established in 1939 as the Australian Wheat Board.  Between its founding and 1999, 
the Australian Wheat Board functioned as a statutory body of the Government of Australia to 
control the domestic and export marketing of Australian wheat.  By July 1999, Australia enacted 
legislation to transfer control of the Australian Wheat Board to a grower-owned corporate group 
of companies.  In August 2001, AWB Ltd. was placed on the Australian Stock Exchange as a 
publicly traded company.  AWB Ltd. is the exclusive manager and marketer of all Australian 
bulk wheat exports through a supply pooling system arrangement with Australian wheat 
growers.518   

According to AWB, it has sold wheat to Iraq continuously since 1948.  It was the single largest 
provider of humanitarian goods to Iraq under the Programme and participated in all thirteen 
phases of the Programme from 1997 to 2003—selling a total of 6.8 million tons of wheat to Iraq 
and receiving a total of over $2.3 billion in payments from the United Nations escrow account.  
During each Programme phase, AWB negotiated several contracts with IGB for up to several 
hundred thousand metric tons of wheat per contract; each contract ordinarily required up to ten or 
more individual shipments in ocean freighters from Australia to Iraq’s port of Umm Qasr.519  

For the first five phases of the Programme, AWB’s contracts with IGB required shipment of its 
wheat only up to the point of entry to Iraq.  In July 1999, however, AWB and IGB agreed to a 
new contractual term requiring AWB to assume the cost of inland transportation to points within 
Iraq from the port of Umm Qasr.  The new contract term provided: “CIF Free on Truck to Silo 

                                                      

518 AWB letter to the Committee (June 29, 2005) (Attachment A – History and structure of AWB Limited); 
AWB, “Corporate History,” http://www.awb.com.au/AWBL/Launch/Site/AboutAWB/Content/ 
AboutAWB/CorporateHistory; Trevor Flugge interview (Mar. 2, 2005).  Mr. Flugge served as Non-
Executive Chairman of AWB from 1995 to 2002.  Ibid. 
519 AWB letter to the Committee (Oct. 12, 2005); Committee humanitarian contractor table and TaR, 
COMM nos. 1, 83, 372, 578, 835, 1001, 1032, 1102, 3029, 3030, 3031, 4107, 4108, 4109, 4988, 50220, 
50226, 50227, 50228, 50408, 50409, 600078, 600079, 600080, 600744, 700032, 700033, 700034, 800030, 
800031, 800032, 800667, 900011, 900012, 1000002, 1000117, 1100013, 1100014, 1200083, 1201376, 
1300016; Michael Long interview (Mar. 1, 2005) (describing the size of contracts and shipments).  Mr. 
Long was AWB’s General Manager for International Sales and Marketing from November 2001 through 
the end of the Programme.  Ibid. 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 312 OF 623 

All Governorates via Umm Qasr Port.”  According to AWB, this amended provision was 
proposed by IGB.  The “inland transportation” provision became standard in all AWB contracts 
for the remainder of the Programme.520 

AWB did not have its own trucking fleet in Iraq.  And, as discussed earlier in this Chapter, goods 
suppliers such as AWB could not directly pay the Government of Iraq or an Iraqi company for the 
cost of inland transportation without violating United Nations sanctions and the Programme’s 
rules, which allowed financial transactions with the government and Iraqi entities only through 
the United Nations escrow account.521 

As noted above, however, AWB paid its inland transportation fees to Alia Transportation of 
Jordan.  Moreover, as noted in Section VII.A above, Alia was owned partly by Iraq’s Ministry of 
Transportation and acted as a collection agent for the Government of Iraq’s inland transportation 
payments from certain humanitarian goods suppliers.  Transportation of goods from Umm Qasr to 
inland destinations in fact was provided by Iraqi government employees, not by Alia, and AWB’s 
payments to Alia were tantamount to payments to the Government of Iraq for nominally the 
provision of inland transportation services. 

A more extended discussion of AWB’s activities is warranted because of the size of AWB’s 
participation in the Programme and the considerable complexity surrounding AWB’s 
understanding of the nature and disposition of its payments to Alia.  The following discussion 
first describes the payments AWB made to Alia.  It then reviews the evidence concerning the 
extent to which AWB was advised of Alia’s relationship to the Iraqi regime and whether AWB 
was aware that payments to Alia were being channeled to the regime. 

1. AWB’s Payments to Alia 

AWB paid transportation fees to Alia from December 1999 through the remainder of the 
Programme.  In connection with AWB’s first three contracts from late 1999 to mid-2000, 
transport costs ranged between $10.80 and $12 per metric ton (“pmt”).  The rates rose to between 
$14 and $15 pmt in 2000, and then sharply increased for contracts from 2001 to the spring of 
2003 to between $45 and $56 pmt.522 

                                                      

520 Contract between AWB and IGB, COMM no. 600078 (July 14, 2000); AWB letter to the Committee, p. 
2 (June 29, 2005) (stating that “[i]n June 1999, the Iraqi Grain Board (IGB) invited AWB to respond to a 
wheat tender that included a new price term ‘CIF free on truck at all governorates’”).  
521 S/RES/661, para. 4 (Aug. 6, 1990) (prohibiting financial transactions with Iraq); S/RES/986, paras. 1, 6-
8 (Apr. 14, 1995) (authorizing financial transactions involving payments to and from escrow account 
established by the Secretary-General). 
522 AWB schedule and accounts; see also AWB letter to the Committee (June 29, 2005) (stating that “[t]he 
inland trucking component varied over time” and that, “to the best of our knowledge and calculations,” 
contracts executed in Phase VI involved transportation fees of $12 pmt, contracts executed in Phases VII 
and VIII involved transportation fees of $15 pmt, and contracts executed after Phase VIII involved 
transportation fees of between $44 and $47 pmt).  
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This steep increase in inland transportation fees coincided with the expansion of Iraq’s 
humanitarian kickback policies in the second half of 2000.  For example, AWB paid a rate of 
approximately $14 pmt for the wheat shipped on a contract executed in July 2000.523  From 
August to November 2000 (as described earlier in this Chapter), Iraq increased its demands for 
kickbacks from suppliers in accordance with official memoranda issued from high-level Iraqi 
officials to all ministries.524  After these policy changes went into effect, AWB’s next contract 
with Iraq was signed in November 2000.  For this contract, the transportation fees that AWB paid 
more than doubled what was previously charged.525   

When interviewed, Iraq’s former Minister of Trade recalled that AWB paid after-sales-service 
fees on all contracts where such fees had been levied.  As described earlier in this Chapter, Iraq’s 
imposition of kickbacks in the form of after-sales-service fees often were incorporated into pre-
existing transportation fees, leading to large increases in the inland transportation costs that 
ISCWT and its front companies demanded in 2001 and 2002.  Records from the Ministry of 
Transportation relating to the distribution of funds received by Alia indicate that AWB’s 
remittances to Alia in fact did contain an after-sales-service component.  One example of such 
records, an accounting receipt relating to funds paid by AWB for the transportation of wheat 
delivered to Umm Qasr by the vessel Bei Hai, is discussed in Section III.B above.  In light of 
evidence indicating that the actual transportation fees levied by the Ministry of Transportation 
remained constant at $25 pmt, the after-sales-service component of AWB’s payments to Alia 
appears to have ranged from $20 to $31 pmt.526 

                                                      

523 Programme contract, COMM no. 800032 (July 16, 2000) (quoting a total contract price of $175 pmt); 
AWB schedule and accounts (showing an average fee of $14 pmt for the sixteen shipments on this 
contract). 
524 Ministry of Oil record, Taha Yassin Ramadan memorandum to Iraqi Ministries (Aug. 3, 2000) 
(translated from Arabic) (announcing policy of two to five percent kickback for food and medicine and 
increased transportation fees); Ministry of Oil record, Hikmat Al-Azzawi memorandum to Iraqi Ministries 
(Nov. 6, 2000) (translated from Arabic) (assigning responsibility to ISCWT to collect after-sales-service 
fees in conjunction with inland transportation fees). 
525 Programme contract, COMM no. 800667 (Nov. 2, 2000) (quoting a total contract price of DM489.06 
pmt, which was approximately $215 on this date); OANDA, “Currency Converter,” http://www.oanda.com 
(converting DM to USD); AWB schedule and accounts (showing an average fee of $45.43 pmt for eleven 
shipments).   
526 Mohammed Mehdi Saleh interview (Nov. 18, 2004); AWB schedule and accounts; Ministry of 
Transportation record, Forms for transferring MOU goods (June 1, 2002) (discussing the distribution of 
goods paid by AWB to Alia in connection with the vessel Bei Hai), (June 12, 2002) (discussing the 
distribution of goods paid by AWB to Alia in connection with the vessel Captain John L), (June 13, 2002) 
(discussing the distribution of goods paid by AWB to Alia in connection with the vessel Silver Mei), (Oct. 
8, 2002) (discussing the distribution of goods paid by AWB to Alia in connection with the vessel Andros); 
Ministry of Transportation record, “Australian Wheat Board Payment, Schedule of Amounts 
Received”)(noting the inclusion of after-sales-service fees on the vessels Andros and Supersonic).   
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AWB did not advise the United Nations that it was making payments to Alia for inland 
transportation costs.  When the costs of inland transportation were included first in AWB’s 
contracts during Phase VI, the first several contracts submitted for United Nations review and 
approval advised that payments of “discharge costs” up to $12 pmt would be paid to unnamed 
“Maritime Agents.”  For contracts from Phase VII and afterwards, AWB did not disclose the 
payment of any “Maritime Agents.”  Nor was there disclosure of the amount of such payments, 
even as the proportion of contract price attributable to transportation fees increased over time.527 

In total, AWB paid a total of over $221.7 million in side payments for what it termed inland 
transportation fees.  This corresponds to more than fourteen percent of the illicit funds collected 
by the Iraqi regime under its kickback schemes.528   

2.  Knowledge of AWB Employees 

Little doubt remains that AWB made large numbers of payments to Alia, and these payments in 
turn were channeled to the Iraqi regime.  A closer question, however, concerns the knowledge of 
AWB employees about Alia’s relationship with the Iraqi regime and Alia’s practice of remitting 
funds to the Government of Iraq.  On the one hand, AWB has advised the Committee that it 
believed that Alia was providing actual transportation services.  AWB states that it did not know 
that Alia was owned partially by the Government of Iraq or that payments by AWB to Alia were 
channeled to the Government of Iraq.529   

                                                      

527 Compare, e.g., AWB Ltd. Australian Wheat contract, contract no. A4653 (July 14, 1999) (COMM no. 
600078) (providing that “[t]he cargo will be discharged Free into Truck to all silos within all Governates 
[sic] of Iraq” and that “[t]he discharge costs will be a maximum of USD 12.00 and shall be paid by Sellers 
to the nominated Maritime Agents in Iraq”), with AWB Ltd. Australian Wheat contract, contract no. A4972 
(Jan. 20, 2000) (COMM no. 700033) (stating that “[t]he cargo will be discharged Free into Truck to all 
silos within al Governates [sic] of Iraq” but not identifying the amount to be paid for trucking). 
528 Committee humanitarian kickback table, COMM nos. 600078, 600079, 600080, 600744, 700032, 
700033, 700034, 800030, 800031, 800032, 800667, 900011, 900012, 1000002, 1000117, 1100013, 
1100014, 1200083, 1300016.  Although AWB was advised that its payments were for inland transportation 
fees, Iraq allocated approximately $82.5 million of these payments as after-sales-service fees. 
529 AWB letters to the Committee (Oct. 12 and Oct. 25, 2005); Committee meeting with AWB (Oct. 12, 
2005); Andrew Lindberg interview (Feb. 28, 2005) (Managing Director of AWB noting that he had learned 
late in the Programme that AWB had been using a trucking company nominated by Iraq, that AWB had no 
choice in selection of the trucking company, and that he was not aware that Alia channeled funds to the 
Government of Iraq); Michael Long interview (Mar. 1, 2005) (stating his view that Alia was “clearly a 
transport company” based in Jordan that provided a genuine service and that he was not aware that money 
paid to Alia for inland transportation fees was transferred to ISCWT or IGB); Trevor Flugge interview 
(Mar. 2, 2005) (former Non-Executive Chairman of AWB from 1995 to 2002 stating that he was aware that 
contracts had inland transportation components but not aware of arrangements for inland transportation in 
Iraq); Nigel Edmonds-Wilson signed statement (Oct. 24, 2005) (signed statement of an AWB account 
manager submitted by AWB to the Committee stating that he visited Alia’s office in 2001 and did not 
know or believe that Alia was a front company, that it channeled payments to the Government of Iraq, or 
that it did not provide trucking services). 
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AWB’s claims are supported in part by written correspondence from Alia to AWB in which Alia 
characterized itself as a company providing transportation services in Iraq.  For example, on 
October 20, 1999, Alia wrote a letter of introduction to AWB advising that it was a Jordanian 
company that specialized in land transportation, that it was an agent of the Government of Iraq, 
and that it could “offer our services on the field of transport form [sic] Um Qaser [sic] port in 
Basrah to the other governorate[s] in Iraq.”530   

In October 2000, AWB wrote to the Australian Department of Foreign Affairs and Trade 
(“DFAT”), noting that “Jordan based trucking companies are responsible for arranging trucks at 
[the] discharge port” and that it wished to enter into a “commercial arrangement” with “the 
Jordan trucking companies” to “ensure that there are enough trucks to enable the prompt 
discharge of Australian wheat cargoes.”  An official of DFAT replied that it could see “no reason 
from an international legal perspective” why AWB could not enter into an agreement with a 
Jordan-based company.531 

The Committee asked Alia’s owner (Hussain Al-Khawam) and its general manager (Othman Al-
Absi) whether they had disclosed the true nature of Alia and its activities to AWB.  Mr. Al-Absi 
thought that AWB knew that Alia did not provide actual transportation services at Umm Qasr, but 
did not claim that he spoke to AWB about this issue.  To the contrary, Mr. Al-Absi recalled that 
AWB staff inquired at the outset of the two companies’ relationship about Alia’s operations in 
great detail, including its experience, the types of vehicles it used, and Alia’s capacity to transport 
large quantities of wheat.  He further recalled that AWB asked the Jordanian government whether 
Alia was a legitimate shipping company.  Both Mr. Al-Khawam and Mr. Al-Absi stated that Alia 
did not advise AWB of its partial ownership by Iraq’s Ministry of Trade.532 

In light of these facts, the evidence does not suffice to conclude that AWB had actual knowledge 
of Alia’s partial ownership by the Government of Iraq, that it had actual knowledge of the fact 
that Alia did not actually perform trucking services for AWB’s wheat, or that it had actual 
knowledge of the fact that Alia remitted the payments it received from AWB to the Government 
of Iraq.  On the other hand, as discussed in detail below, numerous documentary and 
circumstantial warning signs placed at least some employees of AWB on notice that payments to 
Alia may have been illicitly funding the Iraqi regime.   

First, the relationship between AWB and Alia bore little resemblance to an ordinary arms-length 
commercial relationship.  AWB did not select Alia in the first place to provide transportation 

                                                      

530 AWB record, Alia fax to AWB (Oct. 20, 1999); see also AWB record, Othman Al-Absi letter to AWB 
(Oct. 27, 1999) (similar letter of introduction); AWB record, Othman Al-Absi letter to AWB (Feb. 10, 
2000) (noting that Alia “is appointed to arrange all trucking” under AWB’s contract).  
531 AWB letter to DFAT (Oct. 30, 2000); DFAT letter to AWB (Nov. 2, 2000).  It is unclear why AWB’s 
letter to DFAT referred to multiple “Jordanian based trucking companies” rather than simply to Alia for 
Transportation. 
532 Hussain Al-Khawam interviews (Feb. 23 and 26 and May 24, 2005); Othman Al-Absi interview (May 
21, 2005). 
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services.  Instead, as AWB has acknowledged, “it was the [Iraq Grain Board] that selected Alia to 
provide those services.”  Moreover, AWB simply made the requested payments to Alia according 
to a non-negotiated fee schedule that was issued to AWB each phase.  As AWB has 
acknowledged, “AWB did not initiate discussions for or negotiate a contract with Alia concerning 
the provision by Alia of inland transport services,” and “AWB did not negotiate with Alia either 
the inland transport services or the fees for those services.”533   

In view of the sharp increases in transport prices and AWB’s overall commitment of more than 
$200 million to Alia, it is difficult to understand AWB’s failure to enter into a formal contract 
with Alia or to engage in meaningful negotiations with Alia concerning the price and terms of 
services that Alia provided.  AWB has stated that it did not contest the sharp price increases 
because the change was “revenue neutral” for AWB—it could be incorporated into the price 
charged and recovered from the escrow account.534  Yet, although AWB may not have had a 
pecuniary interest in challenging the price increases, it was aware of the increases and, with 
knowledge that the Government of Iraq had chosen Alia as transporter, thereby alerted to the 
prospect that these sudden increases would benefit the Iraqi regime.   

Second, AWB was aware that the price for Alia’s transport services was determined by the 
Government of Iraq, not by Alia.  Michael Long, who served from November 2001 as AWB’s 
General Manager for International Sales and Marketing, explained that he knew that Iraq’s 
Ministry of Transportation set the price for Alia’s inland transportation charges.  He stated that he 
was informed of the transport price during visits to the Ministry of Transportation.535  This role of 
the Ministry of Transportation in setting the price that Alia charged should have alerted AWB to 
the probability that the Ministry of Transportation derived some benefit from AWB’s payments 
for transportation fees to Alia. 

Third, apart from the letters of Alia to AWB suggesting that it was in the business of providing 
transport services, a review of documents made available by AWB to the Committee did not 
disclose further documentation describing logistical details of trucking services rendered by Alia.  
In particular, the Committee did not come across communications describing the type of logistical 
challenges that ordinarily would arise in the course of efforts to transport millions of tons of 
wheat through the countryside.536   

                                                      

533 AWB letter to the Committee (June 29, 2005). 
534  Ibid.; AWB letter to the Committee (Oct. 12, 2005); Hussain Al-Khawan interviews (Feb. 23 and 26, 
2005) (noting that AWB had no contract with Alia). 
535 Michael Long interview (Mar. 1, 2005). 
536 During a visit to AWB’s corporate headquarters in February and March 2005, Committee investigators 
examined approximately 25,000 records pertaining to AWB’s participation in the Programme, including 
records relating to AWB’s payments to Alia.  When requested to disclose records detailing logistical issues 
in relation to trucking, AWB furnished documents concerning loading and unloading problems from ships, 
but not concerning difficulties with trucking services.  AWB letter to the Committee (Oct. 18, 2005) (with 
attachments).   
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Fourth, AWB received many documents from Alia and the Government of Iraq suggesting the 
likelihood that payments made by AWB were made to or for the benefit of ISCWT.  Several of 
these documents are discussed below.  Although AWB notes that many of these documents are 
written in awkward phrasing by non-native-English speakers, it does not appear that AWB took 
steps at the time of receiving these documents to investigate or clarify any ambiguous language, 
notwithstanding the concerns that the document should have raised. 

One early example of such correspondence is a fax in November 1999 from Alia to AWB 
reporting a complaint from ISCWT that AWB had not yet paid its inland transportation 
charge:537 

 

Figure: Alia fax to AWB (Nov. 24, 1999). 

The fact that ISCWT was complaining about non-payment of fees by AWB clearly suggests 
AWB’s awareness that the Government of Iraq was privy to its specific payments and 
arrangements with Alia and that the Government of Iraq possibly was the actual beneficiary of 

                                                      

537 AWB record, Alia fax to AWB (Nov. 24, 1999). 
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those payments.  Moreover, the fax states that funds were to be remitted to IGB and/or ISCWT 
through Alia.  When asked to comment on this document, AWB stated it had not considered it 
unusual “to find ISCWT (as port and vessel agent) taking a genuine interest in whether trucking 
fees had been paid to Alia.”  AWB also noted that it was not surprising that a liaison would be 
required between Alia, the IGB, and ISCWT in light of their respective roles as “buyer,” “ports 
and vessels agent,” and “supplier of trucks” into which wheat was discharged.538 

Another example of such correspondence is a fax sent in October 2001 from Alia to AWB in 
which Alia warned AWB that “[y]ou are totally aware of the instructions issued by the ISCWT to 
pay the inland transportation charges (5) days before vessel[s] arrive to the port” and stating that 
Alia customarily “notif[ied] the ISCWT that we have received the inland transportation charges 
for AWB’s vessels . . . before actually receiving the funds in our account.”539  When asked to 
comment on this document, AWB stated the arrangements it described were “in line with the 
agreement made between AWB and IGB,” which required the payment of trucking fees to Alia in 
advance of the discharging of wheat at Umm Qasr.540 

In September 2002, apparently in light of AWB’s failure to make a timely payment for a 
shipment that had arrived in port, Alia sent a fax marked “URGENT” to AWB warning that 
“ISCWT informed us that you should credit their account with the amount of Euro 203303 
immediately today otherwise they will stop the discharging of vessel and would not permit it to 
leave the harbour until money is received.”541 

                                                      

538 AWB letter to the Committee (Apr. 22, 2005). 
539 AWB record, Othman Al-Absi fax to AWB (Oct. 11, 2001). 
540 AWB letter to the Committee (Apr. 22, 2005). 
541 AWB record, Alia fax to AWB (Sept. 19, 2002) (emphasis added). 
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Figure: Alia fax to AWB (Sept. 19, 2002). 

AWB responded in an e-mail assuring Alia that “AWB Limited has remitted all inland transport 
payments for vessels currently discharging at Umm Qasr.”  AWB’s reply did not otherwise 
comment on the asserted role of ISCWT.  In a reply e-mail, Alia specified that AWB should 
confirm that it would send the fee to Alia so “we can notify the ISCWT that we have received the 
amount of 203303 Euro, & the discharge will continue for they have decided to stop the discharge 
& hold the vessel by the end of today’s work.”542 

This exchange of correspondence again suggests that AWB was placed on notice of ISCWT’s 
pecuniary interest in payments made by AWB.  When asked about this exchange of 
correspondence, AWB stated that it was uncertain why Alia had referred to the transfer of funds 

                                                      

542 Ibid. AWB e-mail to Alia (Sept. 19, 2002); Alia e-mail to AWB (Sept. 19, 2002). 
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to ISCWT’s account, further adding that AWB at no point had transferred funds to that 
account.543 

In addition to the foregoing communications between Alia and AWB, the files of AWB also 
contain messages from ISCWT on the subject of transportation fees.  In particular, AWB was 
copied on numerous invoices sent by ISCWT to Alia that related to the collection of 
transportation fees on AWB’s contracts.  These invoices notified Alia of future shipments of 
wheat and instructed the company to “coordinate” with AWB and “arrange for to pay the private 
sector cost of inland transportation.”  Many of the invoices received by AWB were printed on 
Ministry of Transportation letterhead and signed by a senior ISCWT officer.  None of the 
invoices indicated that Alia actually was expected to provide or arrange inland transportation 
services.  One example of such a document is set forth below:544 

                                                      

543 AWB letter to the Committee (Apr. 22, 2005).  In addition to the documents discussed above, other 
documents within AWB’s files suggest the involvement of the Government of Iraq in AWB’s payments to 
Alia.  See, e.g., AWB record, Alia e-mail to AWB (Apr. 25, 2002) (noting Alia’s receipt of a telex from 
ISCWT stating that “the amount [that] should be paid is 2770056 Euro”); AWB record, Alia fax to AWB 
(Dec. 30, 2002) (reflecting that ISCWT had advised Alia on the “difference in the amounts received in 
[c]omparison to [a]mounts due” on two of AWB’s shipments of wheat); AWB record, Alia fax to AWB 
(Jan. 21, 2003) (reflecting that ISCWT had informed Alia that AWB owed Alia $720,210). 
544 See, e.g., AWB record, ISCWT invoices to Alia (May 10, 2001) (containing Ministry of Transportation 
letterhead and relating to vessel Francesca), (May 10, 2001) (containing Ministry of Transportation 
letterhead and relating to vessel Panamax Power), (Sept. 17, 2001) (containing Ministry of Transportation 
letterhead and relating to vessel Lancelot), (Jan. 8, 2002) (relating to vessel Alfa Gemini), (Aug. 12, 2002) 
(relating to vessel Vitali). 
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Figure: ISCWT invoice to Alia (May 10, 2001). 

AWB has not commented specifically on the invoices it received from ISCWT.  It has stated 
repeatedly, however, that IGB informed it of the transportation fees levied on each of its contracts 
and that these fees were to be paid to Alia in exchange for actual trucking services.545 

AWB’s correspondence with IGB indicates that AWB routinely informed IGB of the timing and 
details of its transportation fee payments to Alia.  In February 2001, for example, AWB faxed a 
message to the Director of IGB that discussed a recent sale of 500,000 tons of wheat to Iraq and 
noted in part that “AWB will pay USD 14.00PMT in equivalent agreed currency for partial 
payment of transportation fee prior to the vessel arriving in Umm Qasr,” and that the “[b]alance 
of USD31.00 PMT will be paid as final payment of transport fee within 1 week of receipt of UN 
payment being received by sellers.”546 

                                                      

545 AWB letters to the Committee (Apr. 22 and June 29, 2005); Michael Long interview (Mar. 1, 2005).  
546 AWB record, AWB fax to Yousif Rahman (Feb. 2, 2001).   
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Figure: AWB fax to IGB (Feb. 2, 2001). 

AWB sent IGB other faxes describing its payment or intended payment of transportation fees to 
Alia.  One of these faxes noted that “an updated payment schedule for inland transport payments” 
executed in connection with two of AWB’s contracts was attached.  Another fax included “a copy 
of the latest payment situation from the UN to AWB Ltd. and from AWB Ltd. to Alia Transport 
Co.”  A third fax requested IGB to “advise” ISCWT about adjustments to inland transportation 
payments on rejected vessels.  This fax also noted that the “procedure” for transportation 
payments involved a remittance to Alia.547  These documents again suggest AWB’s awareness of 
the Government of Iraq’s high degree of interest in AWB’s payments to Alia. 

IGB occasionally reminded AWB of its obligation to pay transportation fees.  In May 2002, for 
example, IGB sent a telex to AWB instructing it to “contact Alia” in order to “transfer total 
amount of inland transport charges” for cargoes specified in an e-mail that AWB had sent to 

                                                      

547 AWB record, AWB fax to IGB (Jan. 14, 2002); AWB record, AWB fax to IGB (June 22, 2001); AWB 
record, AWB fax to IGB (Sept. 12, 2001). 
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ISCWT.  IGB noted that, once these payments had been made, AWB’s ships would be permitted 
to discharge.548 

 

Figure: IGB telex to AWB (May 27, 2001). 

Another AWB document reflects a communication from one AWB employee to another AWB 
employee reporting that IGB was “looking for” inland transportation fees:549 

                                                      

548 AWB record, IGB telex to AWB (May 27, 2001).  
549 AWB record, AWB internal fax (May 28, 2001). 
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Figure: AWB internal fax (May 28, 2001) (redacted in part by AWB). 

In addition to the foregoing documents from AWB, Alia has provided the Committee with a copy 
of a telex that it received from a former AWB employee in Baghdad.  In this telex, the AWB 
employee complained that AWB did not wish “to be threatened to stop vessel[s] from sailing 
unless trucking fees received” and warned that “any discussion/message concerning trucking/ and 
trucking fees should be sent only repeat only from your office in Jordan to myself or Mark Emons 
[another AWB employee] home fax—not by telex to AWB office and not from Basrah.”  The 
AWB employee also noted in the telex that he would send Alia “wording of 7 letters to cover 
trucking fees,” and that he would send this “wording” from his home fax and Alia should reply to 
the same coordinates.  Mr. Al-Absi of Alia stated that he could not recall the reasons for AWB 
sending this telex.550  

The Committee does not have evidence to indicate that the documents discussed above were 
transmitted to AWB’s senior management personnel.  Nevertheless, when AWB representatives 
met with the Committee, they acknowledged that these documents raised at least “debatable” 

                                                      

550 Alia record, AWB telex to Alia (undated); Othman Al-Absi interview (May 21, 2005). 
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questions about whether AWB employees should have known that AWB’s payments to Alia were 
channeled to the Government of Iraq.551 

In summary, based on the available evidence, AWB paid to Alia over $221.7 million for what it 
termed inland transport or trucking fees.  These payments were channeled to the Government of 
Iraq by Alia.  Both AWB and Alia deny that AWB knew of Iraq’s partial ownership of Alia, and 
there is no evidence to contradict these denials.  AWB also denies knowing that Alia did not 
actually transport its wheat from Umm Qasr and that Alia remitted the money paid by AWB to 
the Government of Iraq.  On the one hand, there is no evidence that Alia told AWB that it was not 
performing transport services for AWB’s wheat or that it was channeling AWB’s payments to the 
Government of Iraq.  On the other hand, numerous aspects of the AWB-Alia relationship, as well 
as the nature of many of the documents received by AWB and discussed above, suggest that some 
employees of AWB were placed on notice of facts strongly suggesting that AWB’s payments 
were in whole or in part for the benefit of the Government of Iraq.  Of particular significance is 
the degree to which Alia’s trucking prices rose sharply beyond what would apparently be a 
reasonable transportation fee and without other apparent justification.  Such increases, in 
conjunction with AWB’s knowledge that Alia had been nominated in the first place by the 
Government of Iraq, should have signaled AWB officials to the probability that the Government 
of Iraq stood to illicitly benefit financially from AWB’s payments to Alia.  In addition, IGB and 
ISCWT initiated or were party to communications concerning AWB’s payment of Alias fees, and 
AWB was warned that the Government of Iraq would not allow its ships to unload until Alia was 
paid. 

B. CHAIYAPORN RICE CO. LTD.  
Founded in 1968, Chaiyaporn Rice is a private rice trader based in Bangkok, Thailand.  Iraq had 
been a major market for Chaiyaporn since 1978 until the onset of sanctions in 1990, and 
Chaiyaporn viewed the Programme as a significant opportunity to reestablish its trading 
relationship with Iraq.  Between 1996 and 2003, Chaiyaporn sold more than $686.8 million worth 
of foodstuffs to Iraq—ranking Chaiyaporn as the fourth largest supplier to Iraq under the 
Programme.552 

                                                      

551 Committee meeting with AWB (Oct. 12, 2005).  AWB, however, did not concede either that it actually 
knew or that it should have known that its payments were channeled by Alia to the Government of Iraq.  
Ibid.; see also AWB letter to the Committee (Oct. 12, 2005) (contending that AWB did not and should not 
have known of the true relationship between Alia and the Government of Iraq). 
552 Phaiboon Kuonsongtum, Prasert Krits-Aramruang, and Sermsak Kuonsongtum (July 27, 2005) 
(hereinafter “Chaiyaporn interview”); see also BNP Paribas (Geneva) record, Chaiyaporn certificate of 
registration (June 18, 1997); Committee humanitarian contractor table, COMM nos. 3, 174, 671, 1011, 
1132, 3040, 3041, 3470, 4036, 50064, 50072, 50788, 600006, 600025, 600026, 700010, 700141, 700599, 
800001, 800006, 800007, 800020, 800092, 800093, 900026, 900027, 900324, 1000028, 1000106, 
1000331, 1100025, 1100026, 1100027, 1100028, 1100785, 1200231, 1300001.  Phaiboon Kuonsongtum is 
Chaiyaporn’s Managing Director, Mr. Krits-Aramruang is a manager, Sermsak Kuonsongtum is an 
assistant manager.  Chaiyaporn interview. 
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Chaiyaporn executed a total of thirty-seven contracts with IGB and the State Company for 
Foodstuffs Trading.  The majority of these contracts were for Thai rice, but a number were for the 
supply of sugar and vegetable ghee.  All but one of Chaiyaporn’s contracts called for delivery of 
procured goods through Umm Qasr.  As with AWB, for the first five phases of the Programme, 
Chaiyaporn’s contracts required shipment only to Umm Qasr.  However, from Phase VI through 
the remainder of the Programme, Chaiyaporn’s contracts provided for inland delivery to all Iraqi 
governorates.  The unit prices of goods ranged considerably between contracts and, in the case of 
rice and sugar, increased by fifty percent between Phases VIII and X in connection with the 
introduction of after-sales-service fees.553  

Chaiyaporn’s inland transportation costs sharply increased over time.  Chaiyaporn has provided 
records of its exchange with IGB indicating transportation payments of $12 to $15 pmt on goods 
delivered to Iraq during Phases VI and VII.  In addition to these communications, the Committee 
has identified transfers from Chaiyaporn’s account at the Geneva branch of BNP Paribas to 
various collection agents of the Iraqi regime, including approximately $24 million in payments to 
Alia and $7 million in payments to Arrow Trans Shipping (“Arrow”).  Many of these transfers 
contain payment details that expressly reference transportation fees and provide the name and 
tonnage of vessels that delivered Chaiyaporn’s goods under the Programme.  These records 
indicate that, corresponding to Iraq’s general increase in kickback demands in the summer and 
fall of 2000, Chaiyaporn paid between $45 and $71 pmt in transportation fees on contracts signed 
during Phases VIII through XII of the Programme.  Based on these figures, the Committee 
estimates that Chaiyaporn paid approximately $42.8 million in kickbacks to the Iraqi regime 
between 1999 and 2003.  This included about $18.3 million in the form of after-sales-service fees 
and nearly $24.5 million in the form of inland transportation fees.554 

According to Chaiyaporn, IGB instructed Chaiyaporn to pay transportation fees to Alia and 
Amman Shipping.  Iraqi officials characterized the collection of transportation fees as a means of 
offsetting costs incurred in the trucking of goods to internal warehouses.  Chaiyaporn also noted 
that the rate at which transportation charges first had been set ($12 to $15 pmt) likely had 
reflected the real cost of land freight, but that prices subsequently increased significantly and 
without explanation.  “Greediness is the nature of human beings,” stated a Chaiyaporn 

                                                      

553 Committee humanitarian contractor table and TaR (based on all COMM nos. cited above for Chaiyaporn 
from Phases VI to XIII).  
554 Chaiyaporn record, Chaiyaporn telex to IGB (Apr. 15, 2000); Chaiyaporn record, Chaiyaporn telex to 
ISCWT (Apr. 18, 2000); Chaiyaporn record, IGB telex to Chaiyaporn (Apr. 19, 2000); Chaiyaporn record, 
ISCWT telex to Chaiyaporn (Apr. 20, 2000); BNP Paribas (Geneva) record, Chaiyaporn bank account and 
statement (July 2001 to Dec. 2002); Committee humanitarian kickback table, COMM nos. 600006, 600025, 
600026, 700010, 700141, 700599, 800001, 800006, 800007, 800020, 800092, 800093, 900026, 900027, 
900324, 1000028, 1000106, 1000331, 1100026, 1100027, 1100028, 1100785; According to Mr. Phaiboon 
Kuonsongtum, Chaiyaporn never made payments directly to Rafidain Bank or at port through a chartering 
company.  Chaiyaporn interview.  The Committee’s calculation involved a review of contract values, 
disbursement dates, Cotecna inspection reports (including shipping information), Chaiyaporn’s bank debit 
advices (including tonnage fees), other documents furnished by Chaiyaporn, and documents from ISCWT. 
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representative, who suggested that the Iraqi regime had sought additional funds to spend on 
purposes other than inland transportation.555 

As for the use of specific front companies for payment, Chaiyaporn explained that IGB had 
provided the names and bank coordinates of Alia and Amman Shipping in order to facilitate 
payments.  However, Chaiyaporn had little communication with these companies about transport.  
Chaiyaporn used its own chartered ships, and the masters of Chaiyaporn’s ships were in constant 
contact with IGB and the State Company for Land Transport to ensure that there would be 
enough trucks to transport its rice from Umm Qasr.556 

When interviewed, Chaiyaporn denied that it was requested to pay after-sales-service fees.  But 
one of Chaiyaporn’s transfers to Arrow specified a shipment of ghee procured in Phase IX and 
provided compensation for “[additional] land transport and After Sales Serv[ice].”  A copy of this 
bank record is reproduced below.  When asked about this discrepancy, Chaiayporn stated that it 
did not know why this language was included on the transfer.557 

Figure: Chaiyaporn transfer to Arrow (Aug. 10, 2001). 

More recently, in response to the Committee’s advisory that Chaiyaporn would be discussed in 
this Report, Chaiyaporn informed the Committee that “we were asked to pay the ‘after sales 
service fees’ and ‘inland transportation fees’ as we were advised that the goods had to be carried 
from Umm Qaser [sic] to the final destination in Iraq.”  The letter further states that “who actually 
did the inland transportation from Umm Qaser [sic], we had no means of knowing.”  However, 
this is inconsistent with Chaiyaporn’s interview statement that transportation arrangements were 
made with entities of the Government of Iraq; Chaiyaporn’s letter does not explain further any 

                                                      

555 Chaiyaporn interview. 
556 Ibid. 
557 Ibid.; BNP Paribas (Geneva) record, Chaiyaporn bank account and statement (Aug. 10, 2001); 
Committee letter to Chaiyaporn (Aug. 25, 2005); Chaiyaporn letter to the Committee (Sept. 8, 2005). 
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basis for it to believe that an entity other than the Government of Iraq performed transportation 
services and benefited from transport and after-sales-service payments.558   

Apart from its sales to Iraq, Chaiyaporn also executed five oil contracts and purchased nearly 9.9 
million barrels of Iraqi oil.  When asked how a rice company became involved in purchasing oil, 
Chaiyaporn explained that payments for its rice were sometimes delayed, and Iraq provided 
Chaiyaporn with oil allocations as a means of compensation.  Chaiyaporn sold its oil to Glencore. 
Iraqi Ministry of Oil records reflect that Chaiyaporn paid approximately $1.5 million in illegal oil 
surcharges.  Chaiyaporn stated that it had been compelled to pay these surcharges, just as it had 
been compelled to pay kickbacks in connection with its food contracts.559 

In summary, based on the available evidence, Chaiyaporn knowingly paid kickbacks in the form 
of inland transportation and after-sales-service fees to the Government of Iraq.  The Committee 
estimates that Chaiyaporn paid more than $42.8 in humanitarian kickbacks and about $1.5 million 
in oil surcharges to the Iraqi regime.  

C. HOLDING COMPANY FOR FOOD INDUSTRIES 
Holding Company is a state-owned company based in Egypt.  It was established in the 1950s and 
subsequently expanded to include several subsidiaries specializing mainly in food production.560 

As a humanitarian vendor, Holding Company participated in all phases of the Programme—
executing seventy-five humanitarian contracts totaling about $766.2 million primarily for the 
supply of foodstuffs.  Holding Company’s sales amounted to more than two percent of Iraq’s 
humanitarian purchases—making Holding Company the third largest humanitarian supplier under 
the Programme.561 

                                                      

558 Chaiyaporn letter to the Committee (Oct. 4, 2005). 
559  Committee oil company table, contract nos. M/07/52, M/08/33, M/09/100, M/10/74, M/11/14; 
Committee oil surcharge table, contract nos. M/08/33, M/09/100, M/10/74, M/11/14; Chaiyaporn interview. 
560 Abd Al-Sattar Sliman, Tarek Shaalan, and Mahmoud Al-Ashmawy interview (Sept. 12, 2005) (“Holding 
Company interview”).  Mr. Sliman is the Vice Chairman and Managing Director of Holding Company; Mr. 
Shaalan and Mr. Al-Ashmawy are employees of Holding Company’s exports division.  Ibid.; see also K. T. 
Arasu, “U.S. wheat sale to Egypt lifts export outlook,” Reuters News, Aug. 6, 2003; “Egypt to sell state 
stake in food oil firm,” Reuters News, Oct. 5, 2005.   
561 Committee humanitarian contractor table and TaR, COMM nos. 68, 69, 611, 667, 668, 684, 1008, 1012, 
1013, 1036, 3057, 3065, 3073, 3105, 3743, 3745, 3746, 4059, 4277, 4287, 4322, 4331, 50131, 50279, 
50506, 50507, 50508, 50511, 50647, 600197, 600263, 600313, 600412, 600428, 600507, 700025, 700158, 
700301, 700423, 700841, 700972, 700973, 701809, 701810, 701811, 702720, 702802, 800039, 800061, 
800085, 800448, 800449, 800450, 800712, 800877, 802093, 900106, 900108, 900176, 900177, 900178, 
900449, 900815, 1000120, 1000122, 1000123, 1000129, 1000589, 1100201, 1100938, 1200184, 1200729, 
1300173, 1300594, 1300728.   
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The Committee calculates that more than $30.5 million was paid to the Government of Iraq in 
side payments on thirty-one of Holding Company’s humanitarian contracts.  This included nearly 
$19.3 million in the form of after-sales-service fees and more than $11.2 million in the form of 
inland transportation fees.562 

When interviewed by the Committee, Holding Company’s representatives confirmed that the 
company made side payments on humanitarian contracts executed after Phase VIII.  Side 
payments were made via bank transfers directly to Iraqi ministries, as well as through other 
entities, such as Alia.  When asked if the company was aware that these payments violated United 
Nations sanctions, Holding Company’s Managing Director stated that Iraq needed funds to 
maintain its administrative structure and pay salaries to government employees.  He further added 
that, since the payments for humanitarian goods derived from Iraqi oil proceeds, Iraqis could 
“surely do whatever they like.”563 

In summary, on the basis of available evidence, Holding Company knowingly violated the rules 
governing the Programme and United Nations sanctions against Iraq by paying more than $30.5 
million in kickback payments to the Government of Iraq. 

D. VIETNAM NORTHERN FOOD CORPORATION AND VIETNAM 
DAIRY JOINT STOCK COMPANY 
Two state-owned companies of Vietnam—the Vietnam Northern Food Corporation (commonly 
known as “Vinafood”) and the Vietnam Dairy Products Company (commonly known as 
“Vinamilk”)—constituted respectively the second and fifth largest contractors under the 
Programme.  Combined, they accounted for $1.4 billion in total sales to Iraq under the 
Programme.564   

Vinafood and Vinamilk are both large corporate entities wholly owned by and under the direct 
supervision of the Government of Vietnam.  Vinafood is a state-owned company specializing in 

                                                      

562 Committee humanitarian kickback table, COMM nos. 700158, 700972, 701809, 701810, 701811, 
702720, 702802, 800039, 800061, 800085, 800448, 800449, 800450, 800712, 800877, 802093, 900106, 
900108, 900176, 900177, 900178, 900449, 900815, 1000120, 1000122, 1000123, 1000129, 1000589, 
1100201, 1100938, 1200184.   
563 Holding Company interview. 
564 Committee humanitarian contractor table and TaR, COMM nos. 177, 549, 550, 1020, 1026, 1027, 1131, 
3022, 3023, 4008, 4009, 4010, 4410, 50058, 50059, 50060, 50061, 50062, 50063, 50023, 600002, 600003, 
600004, 600005, 600915, 700005, 700007, 700008, 700009, 800002, 800003, 800213, 900005, 900006, 
900140, 1000055, 1000098, 1100017, 1100213, 1100217, 1100235, 1200016, 1200994, 1300015 
(involving Vinafood); 4007, 4117, 4118, 50157, 50265, 50266, 50513, 600014, 600092, 600093, 600094, 
700015, 700016, 700495, 800220, 800311, 800642, 900213, 900214, 900215, 1000214, 1000215, 
1200596, 1300169, 1300170 (involving Vinamilk).  Vinafood is commonly referred to as “Vinafood 1,” to 
distinguish it from a sister state-owned company, Vietnam Southern Food Corporation, which is known as 
“Vinafood 2.”   



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 330 OF 623 

producing, processing, trading, and exporting rice, beans, coffee, ground nuts, and other 
foodstuffs.  Vinamilk operates under the Vietnamese Ministry of Industry and sells dairy products 
such as powdered milk, baby formula, and yogurt.565 

These two suppliers operated within a formal trade framework established between the 
Governments of Iraq and Vietnam that dictated the volumes and values of the commodities that 
the suppliers provided to the Iraqi Ministry of Trade.  At the beginning of each phase of the 
Programme, a delegation of Vietnamese government officials and employees of state-owned 
companies traveled to Baghdad to discuss trade relations for the following six months.  These 
missions usually were headed by the Vietnamese Minister of Trade and Rural Development.  
While in Baghdad, the Vietnamese government officials ordinarily met with their Iraqi 
counterparts to determine the quantity of goods Vietnamese companies would sell to Iraq during 
the upcoming phase.  Once these figures had been set, the Government of Vietnam would allocate 
specific quantities of goods to individual Vietnamese companies and instruct them to contract 
with Iraqi SOEs, such as IGB.566   

The trade arrangements negotiated in Baghdad then were codified in agreements signed between 
the Governments of Vietnam and Iraq during annual sessions of the “Vietnamese-Iraqi Joint 
Committee.”  One such agreement, signed in 2002, noted the quantities of goods Vietnam would 
supply to Iraq under Phase XI of the Programme and set out the terms of Vietnam’s oil purchases 
from Iraq.567   

Vinafood signed contracts in all thirteen phases of the Programme and supplied nearly $891 
million in goods—principally rice—to IGB, the State Company for Foodstuffs Trading, and the 
Ministry of Agriculture.  Vinamilk dealt exclusively with the State Company for Foodstuffs 
Trading and sold $517 million in milk, baby formula, and baby food during Phases IV through 
XIII.  As was frequently the case with contracts requiring delivery to Umm Qasr, the pricing of 

                                                      

565 Luong The Phiet interview (July 19, 2005); Mai Hoai Anh interview (July 22, 2005).  Mr. Luong is 
Deputy General Director of Vinafood, and Mr. Mai is Import-Export Manager of Vinamilk.  Luong The 
Phiet interview (July 19, 2005); Mai Hoai Anh interview (July 22, 2005).  See also Vinafood brochure; 
Vinamilk, “History,” http://www.vinamilk.com.vn/homeeg.asp?vinamilk= eg_lichsu. 
566 Luong The Phiet interview (July 19, 2005); Mai Hoai Anh interview (July 22, 2005).  
567 Mai Hoai Anh interview (July 22, 2005); Government of Iraq record, Vietnamese-Iraqi Joint Committee 
meeting minutes (Mar. 15, 2002); Iraq official interview.  In addition, Vietnam also supplied goods to Iraq 
outside of the Programme under an intergovernmental barter arrangement that the Security Council does 
not appear to have approved.  This arrangement related to a debt Vietnam had accrued to Iraq prior to the 
first Gulf War, which Vietnam had agreed to repay through the provision of commodities in multiple 
installments.  In 2002, for example, Vietnam furnished $42 million in commodities to Iraq under the terms 
of this arrangement.  Mai Hoai Anh interview (July 22, 2005); Government of Iraq record, Vietnamese-
Iraqi Joint Committee meeting minutes (Mar. 15, 2002); Iraq official interview.   
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contracts for both Vinafood and Vinamilk changed in Phase VI from arrangements such as “CIF 
Free Out Umm Qasr” to arrangements such as “CIF Free on trucks to Iraqi Governorates.”568 

Vinafood stated that it began paying transportation fees to Alia and Amman Shipping in 1999.  
Although the Committee has not identified any payments by Vinafood to either of these 
companies prior to 2000, it has obtained a number of documents from Alia reflecting a steady 
increase in per-metric-ton transportation fees paid by Vinafood from 2000 to 2003.  For example, 
Vinafood paid Alia $15 pmt for one shipment of rice in Phase VII, $25 pmt for a shipment in 
Phase IX, and approximately €65 pmt for a shipment in Phase X.  In addition, the Committee has 
identified more than $10 million in transfers by Vinafood to Alia’s account at Jordan National 
Bank between May and December 2002.  Based on these figures, and the transportation rates 
applied to similar rice contracts (Chaiyaporn’s contracts) between Phases VI and XIII, the 
Committee estimates that Vinafood paid approximately $37.5 million in after-sales-service fees 
and inland transportation fees to the Government of Iraq, including through Alia and Amman 
Shipping.569  

When interviewed by the Committee, Vinafood denied any knowledge of Alia and Amman 
Shipping’s roles as collection agents for the Iraqi regime.  Vinafood stated that it was surprised to 
learn that neither Alia nor Amman Shipping provided trucking services at Umm Qasr.  Vinafood 
stated also that Iraq’s Ministry of Transportation advised Vinafood during a 1999 meeting that it 
would no longer provide transportation services from Umm Qasr and that this responsibility now 
fell on two private companies based in Jordan.  According to Vinafood, the Ministry of 
Transportation officials justified this new policy by asserting that the Government of Iraq was 
short on funds and needed suppliers such as Vinafood to pay Alia and Amman Shipping so Iraq 
could pay its truck drivers.  Moreover, the price for inland transportation was set by Iraq and 
incorporated by Iraq into Vinafood’s contracts.  Concerning the sharp increase in the 
transportation fees paid by Vinafood in 2001 and 2002, a Vinafood official stated that IGB had 
informed him that the initial rate charged by Alia had been insufficient to meet the needs of Iraqi 

                                                      

568 Committee humanitarian contractor table and TaR, COMM nos. 177, 549, 550, 1020, 1026, 1027, 1131, 
3022, 3023, 4008, 4009, 4010, 4410, 50058, 50059, 50060, 50061, 50062, 50063, 50023, 600002, 600003, 
600004, 600005, 600915, 700005, 700007, 700008, 700009, 800002, 800003, 800213, 900005, 900006, 
900140, 1000055, 1000098, 1100017, 1100213, 1100217, 1100235, 1200016, 1200994, 1300015 
(involving Vinafood); 4007, 4117, 4118, 50157, 50265, 50266, 50513, 600014, 600092, 600093, 600094, 
700015, 700016, 700495, 800220, 800311, 800642, 900213, 900214, 900215, 1000214, 1000215, 
1200596, 1300169, 1300170 (involving Vinamilk); Luong The Phiet interview (July 19, 2005) (discussing 
changes in the contract provisions); Mai Hoai Anh interview (July 22, 2005). 
569 Luong The Phiet interview (July 19, 2005); Alia record, Ministry of Trade contract status table (Mar. 13, 
2000) (reflecting that Vinafood was charged $15 pmt of rice in connection with contracts 700007, 700008, 
and 700009); Alia record, Alia invoices to Vinafood (Aug. 16, 2001) (reflecting a fee of $25 pmt of rice in 
connection with a contract signed in Phase IX), (May 15, 2002) (reflecting a fee of €65.25 pmt of rice in 
connection with a contract signed Phase X); Jordan National Bank record, Alia bank account and 
statements (May 1, 2002 to Dec. 31, 2002); Committee humanitarian kickback table, COMM nos. 600002, 
600003, 600004, 600005, 600915, 700005, 700007, 700008, 800002, 800003, 800213, 900005, 900006, 
900140, 1000055, 1000098, 1100017, 1100213, 1100217, 1100235, 1200016, 1200994, 1300015. 
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truck drivers.  Vinafood was told that refusal to pay transportation fees to Alia and Amman 
shipping would result in the cancellation of all future business between Vinafood and Iraq.570 

Vinafood also bought oil from Iraq under the Programme, including through a subsidiary named 
The Nghe An Petro Trading Services.  Vinafood’s Deputy General Director recalled personally 
visiting SOMO to negotiate the details of Vinafood’s allocations.  SOMO records reflect the 
payment of $322,928 in surcharges by Vinafood in connection with one of these oil contracts.  
This payment is confirmed by copies of receipts for this surcharge payment as made to the 
Embassy of Iraq in Hanoi.  Vinafood’s Deputy General Director denied that Vinafood paid 
surcharges; when shown the embassy receipts bearing Vinafood’s name as surcharge payor, he 
stated that Vinafood’s oil dealings had occurred several years ago and that he did not remember 
the details.571 

In contrast to Vinafood’s claim that it believed Alia to be providing transportation services, 
Vinamilk’s Import-Export Manager stated that his company understood that Alia did not provide 
any transportation services from Umm Qasr, but acted as an intermediary for the Iraqi regime.  
Vinamilk described how its payments to Alia began only after the company had tried 
unsuccessfully to remit transportation fees by more direct means to ISCWT.  Vinamilk initially 
was directed to pay fees directly to ISCWT, preferably in cash, but this arrangement proved 
logistically unfeasible because it required ship captains to carry large volumes of cash.  In an 
effort to improve the situation, Vinamilk approached the Iraqi Ministry of Trade for further 
instructions and was promptly referred to the Ministry of Transportation.  When the Ministry of 
Transportation proved unresponsive, Vinamilk appealed to the Vietnamese Embassy in Baghdad 
for assistance.  The Embassy approached both the Ministries of Trade and Transportation, but 
even these demarches did not alleviate the situation.572 

Eventually, the Ministry of Trade informed Vinamilk that the Government of Iraq had “changed 
methods,” and all payments could be made to a bank account in Jordan in the name of Alia.  
Shortly after this announcement, Alia contacted Vinamilk to arrange the transfer of funds.  From 
this point until the Programme’s end, Vinamilk paid all of its transportation fees through Alia.  
The Committee estimates that Vinamilk paid approximately $23.5 million in the form of after-
sales-service fees and an undetermined amount in the form of inland transportation fees.573 

                                                      

570 Luong The Phiet interview (July 19, 2005). 
571 Ibid.; Committee oil company table, contract nos. M/11/90 (contracting with Nghe An Petro Trading 
Services), M/13/10 (contracting with Vietnam Northern Food Corp.); SOMO record, Iraq Embassy in 
Hanoi letter to Iraq Foreign Ministry (Apr. 25, 2002); SOMO record, Iraq Ambassador to Vietnam letter to 
Iraq Foreign Ministry (Aug. 22, 2002); Committee oil surcharge table, contract no. M/11/90. 
572 Mai Hoai Anh interview (July 22, 2005). 
573 Ibid.; Committee humanitarian kickback table, COMM nos. 600014, 600092, 600093, 600094, 700015, 
700016, 700495, 800220, 800311, 800642, 900213, 900214, 900215, 1000214, 1000215, 1200596, 
1300169, 1300170. 
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Neither Vinafood nor Vinamilk said they were aware of the existence of after-sales-service fees.  
However, a Vinamilk representative recalled that the Coalition Provisional Authority (“CPA”) 
had requested Vinamilk to reduce the value of one of its contracts by ten percent following the 
fall of the Iraqi regime.  This request led the Vinamilk representative to suspect that a ten percent 
commission may have been included in Vinamilk’s payments to Alia.574 

In summary, based on the available evidence, Vinafood and Vinamilk knowingly paid kickbacks 
to the Iraqi regime in the form of what they were advised were “inland transportation fees” and 
that included over time a component for Iraq’s ten percent after-sales-service fees.  The 
Committee calculates that Vinafood paid approximately $37.5 in after-sales-service fees and 
inland transportation fees and Vinamilk paid about $23.5 million in after-sales-service and an 
undetermined amount in inland transportation fees.  In addition, Vinafood paid $322,928 in oil 
surcharges on oil contracts executed by one of its subsidiaries.575 

                                                      

574 Luong The Phiet interview (July 19, 2005); Mai Hoai Anh interview (July 22, 2005). 
575 In response to the Committee’s notification of the substance of Vinafood’s description in this Report, 
Vinafood has advised the Committee in part that the Government of Iraq “requested [Vinafood] to transfer 
such inland transportation charge to their nominated transportation companies then they arranged for cargo 
receiving and trucking at their end deliberately.”  Vinafood letter to the Committee (Oct. 4, 2005).  
Vinafood did not furnish any further basis for its belief that Alia was providing transportation services, and 
its acknowledgement that Alia was nominated by the Government of Iraq further suggests its awareness 
that its transportation payments were for the Government of Iraq’s use. 
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IX. MAJOR TRADING COMPANIES 
Some mercantile companies obtained very large shares of Programme contracts for products that 
they did not manufacture, but rather acquired from other companies and then resold to Iraq.  This 
Part examines several of these companies: (1) The Belhasa Group of Companies (“the Belhasa 
Group”) of the United Arab Emirates; (2) Belmetalenergo and Infobank of Belarus; (3) 
Bukkehave A/S (“Bukkehave”) of Denmark; (4) Ginza Co. (“Ginza”) of Egypt; (5) Jawala 
Corporation Sdn. Bhd. (“Jawala”) of Malaysia; (6) Phoenix Investment International (“Phoenix”) 
of Jordan; (7) Russian Engineering Company (“REC”) of Russia; (8) SES International Corp. 
(“SES”) of Syria; and (9) Sinochem Corporation (“Sinochem”) of China. 

A. BELHASA GROUP OF COMPANIES 
The Belhasa Group is a conglomerate consisting of approximately twenty-eight companies with 
business activities separated into four distinct groups: (1) automotive, industrial, and educational; 
(2) construction, technology, and petroleum; (3) trading; and (4) investment, real estate, travel, 
and tourism.  The Belhasa Group is headquartered in Dubai, United Arab Emirates and is chaired 
by its founder, Ahmed Saif Belhasa.  The day-to-day operations of the Belhasa Group are 
managed through a holding company, Belhasa International Company LLC (“Belhasa 
International”), of which Mr. Belhasa is also Chairman.  His four sons, Amer Ahmed Belhasa, 
Majed Ahmed Belhasa, Haithem Ahmed Belhasa, and Saeed Ahmed Belhasa, are company 
directors, each heading one of the four business groups.576 

Of the numerous companies comprising the Belhasa Group, four of them participated in the 
Programme.  These companies were: 

1. Belhasa Motors Company LLC (“Belhasa Motors”); 

2. Union Trading Company LLC (“Union Trading”); 

3. Al-Rowa’a General Trading Company LLC (“Al-Rowa’a”); and 

4. Safire Ltd. (“Safire”). 

The Belhasa Group was the largest provider of non-foodstuff goods to Iraq under the Programme.  
From Phase VI until the Programme’s end, the Belhasa Group was paid approximately $742.2 
million for goods supplied pursuant to 129 Programme contracts.  Belhasa Motors and Union 

                                                      

576 Ahmed Habboush, Dawood Mohammed, and Ra’ed Abu-Rumman interviews (May 2 and 4, 2005) 
(hereinafter “Belhasa interviews”); The Belhasa Group, “Belhasa International Company LLC,” 
http://www.belhasa.com/default.asp? displayid=1. Dr. Mohammed was the Chief Executive Officer and Dr. 
Habboush the Executive Manager of Ebtikar Investment Company LLC, which is a joint venture of 
Belhasa International and the Hartha Group of Iraq.  Ibid.; Ebtikar Investment Co. LLC, “About Ebtikar,” 
http://www.ebtikar-inv.com/profile.html.  Mr. Abu-Rumman was a legal advisor to the Belhasa Group.  
Belhasa interviews.  Iraqi records include one side agreement executed by Belhasa Motors and three 
executed by Union Trading in connection with funded contracts.  Belhasa interviews. 
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Trading Company accounted for the large majority of these contracts.  The contracts provided for 
the supply of automobiles and automobile-related parts to various Government of Iraq entities.577 

When interviewed, representatives of the Belhasa Group acknowledged that their companies paid 
inland transportation fees, stating their belief that such fees were required from the Programme’s 
inception.  Moreover, company officials acknowledged that the Belhasa Group also paid after-
sales-service fees of ten percent on Programme contracts.  According to these officials, the 
Government of Iraq initially insisted that companies sign side agreements committing to pay the 
after-sales-service fees; but, at some point, this requirement for a written side agreement was 
discontinued because it was impossible for a company to do business with Iraq without paying 
the fee.578 

The Committee calculates that on 108 Programme contracts issued under Phases VI through XII, 
the Belhasa Group paid more than $45.3 million in after-sales-service fees and an undetermined 
amount in inland transportation fees.  The Belhasa Group paid its after-sales-service fees by 
instructing its bank to pay the Rafidain Bank in Jordan.  If a particular ministry had an account 

                                                      

577 Ibid.; Committee humanitarian contractor table and TaR, COMM nos. 602010, 602013, 602035, 
602036, 700794, 701589, 701604, 702008, 702747, 7027480, 702750, 702751, 800941, 800951, 800952, 
801093, 801574, 801585, 801611, 801678, 802107, 802108, 802783, 802966, 802967, 900222, 900223, 
900224, 900488, 900527, 900888, 900893, 901298, 901528, 901529, 901645, 901646, 901647, 901648, 
901661, 901662, 901759, 902041, 902044, 902045, 902046, 1000188, 1000234, 1000828, 1000829, 
1000838, 1001293, 1001294, 1001295, 1001649, 1001651, 1100110, 1100308, 1100311, 1100549, 
1100550, 1100551, 1101125, 1200219, 1200326, 1200335, 1200430, 1200441, 1200498, 1200500, 
1200501, 1200502, 1200503, 1200504, 1200538 (involving Belhasa Motors); 601693, 601989, 702633, 
702908, 801091, 801092, 801677, 801797, 801798, 801799, 801801, 802105, 802106, 802113, 802210, 
802212, 802655, 900060, 900064, 900535, 900836, 900837, 900889, 900890, 900891, 900892, 901152, 
901539, 1000264, 1000265, 1000394, 1000531, 1000532, 1000533, 1000777, 1200349, 1200405, 
1200472, 1200540, 1200745, 1201410 (involving Union Trading); 1000986, 1000991, 1001379, 1201409, 
1201412, 1201414, 1201415, 1201423, 1201424, 1201425 (involving Safire); 1100557, 1201413, 1300126 
(involving Al-Rowa’a).  The contracting Iraqi government entities included: (1) General Establishment for 
Electricity Production; (2) State Company for Agricultural Supplies; (3) State Company for Foodstuff 
Trading; (4) Ministry of Irrigation; (5) Ministry of Transportation; (6) Ministry of Higher Education and 
Scientific Research; (7) Ministry of Agriculture; (8) General Company for Private Transport Management; 
(9) State Company for Marketing Drugs and Medical Appliances; (10) General Establishment for Water 
and Sewerage; (11) Ministry of Education; (12) Ministry of Interior; (13) Iraq Telecommunications and 
Postal Company; (14) State Company of Iraqi Airways; (15) Iraqi Railways General Company; (16) State 
Company for Transportation of Delegates; (17) General Automobile and Machinery Company; and (18) 
Board of Youth and Sports.  Ibid.   
578 Belhasa interviews.  .  See Company side agreements, COMM nos. 900064 (Mar. 2001), 1000264 (Aug. 
16, 2001), 1000265 (Aug. 16, 2001) (involving Union Trading); 902041 (Apr. 2002) (involving Belhasa 
Motors).  Iraqi records include one other side agreement for a Belhasa Motors contract, which was signed 
but ultimately not approved.  Company side agreement, COMM no. 802803 (Aug. 14, 2001). 
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with Rafidain Bank, the money then was transferred into the relevant ministry’s account.  If not, 
the money was transferred into the Rafidain account of ISCWT.579 

The payment of inland transportation fees proved more complicated.  These fees were paid to the 
Ministry of Transportation by making payments to the Rashid Bank, which dealt only in Iraqi 
dinars.  Because of the sanctions regime, currency could not be exchanged for Iraqi dinars outside 
of Iraq.  Consequently, a Belhasa staff member transported cash in United States currency 
sufficient to cover the fees to Baghdad, exchanged it for the dinars with private currency brokers, 
and then made payments at the Rashid Bank.  After Belhasa made these payments, the bank 
notified the relevant ministry.580 

In summary, based on available evidence, the Belhasa Group knowingly made kickback 
payments to the Iraqi regime outside of the Programme and in violation of the United Nations 
sanctions against Iraq.  The Committee estimates that these illicit payments totaled more than 
$45.3 million in after-sales-service fees and an undetermined amount in inland transportation 
fees. 

B. BELMETALENERGO AND INFOBANK   
Belmetalenergo, a Belarus-based company specializing in trade, was established in the late 1990s.  
According to Vladimir Zhavrid, director of Belmetalenergo, export of goods to Iraq was one of 
Belmetalenergo’s main business activities.  Throughout its participation in the Programme, 
Belmetalenergo relied on financial support from Infobank, which was created in Belarus in 
November 1994 and traditionally has focused on transactions with Middle Eastern countries.  
According to Mr. Zhavrid and Victor Shevtsov, Chairman of Infobank’s Board of Directors, 
Infobank owned about ten percent of the shares of Belmetalenergo at the time of the 
Programme.581 

                                                      

579 Committee humanitarian kickback table, COMM nos. 602010, 602013, 602035, 602036, 700794, 
701589, 701604, 702747, 702748, 702750, 702751, 800941, 800951, 800952, 801093, 801574, 801585, 
801611, 801678, 802107, 802108, 802783, 802966, 802967, 900222, 900223, 900224, 900488, 900527, 
900888, 900893, 901298, 901528, 901529, 901645, 901646, 901647, 901648, 901661, 901662, 901759, 
902041, 902044, 902045, 902046, 1000188, 1000234, 1000828, 1000829, 1000838, 1001293, 1001294, 
1001295, 1001649, 1001651, 1100110, 1100308, 1100311, 1100549, 1100550, 1100551, 1101125, 
1200219, 1200326, 1200335, 1200430, 1200441, 1200501 (involving Belhasa Motors); 601693, 301989, 
702633, 702908, 801091, 801092, 801677, 801797, 801798, 801799, 801801, 802105, 802106, 802113, 
802210, 802212, 802655, 900060, 900064, 900535, 900836, 900837, 900889, 900890, 900891, 900892, 
901152, 901539, 1000264, 1000265, 1000394, 1000531, 1000532, 1000533, 1000777 (involving Union 
Trading); 1000986, 1000991, 1001379, 1201412 (involving Safire); 1100557 (involving Al-Rowa’a); 
Belhasa interviews. 
580 Ibid. 
581 Victor Shevtsov and Vladimir Zhavrid interview (Mar. 7, 2005); Vladimir Zhavrid interview (Aug. 26, 
2005); Olga Biryukova, “Was there a client?” Belorusskiy rynok, Sept. 6, 2004, 
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Belmetalenergo obtained seventy-one contracts from Iraq worth $249.3 million—ranking it as the 
thirteenth largest humanitarian supplier under the Programme.  The company had an office in 
Baghdad and began participating in the Programme during Phase VI and continued doing so until 
the Programme’s end.  The goods supplied under Belmetalenergo’s contracts primarily consisted 
of tractors, trucks, and construction equipment originating mainly from Belarus and Russia.582 

According to records obtained from Iraqi ministry files, Belmetalenergo entered into at least 
twenty written side agreements to make illicit payments in connection with its Programme 
contracts.  Some of these agreements include guarantee letters from Infobank assuring the 
Government of Iraq that Belmetalenergo would make its agreed-upon payments.583  In a letter to 
the Iraqi Ministry of Agriculture, Mr. Zhavrid emphasized the significance of Infobank’s 
guarantee of its side payment agreements: “[G]uarantees from ‘INFOBANK’ are accepted by 
ALL Iraqi companies and ministries that we [Belmetalenergo] are cooperating with . . . and 
‘INFOBANK’ has never broken them.”584  

The following two documents illustrate a Belmetalenergo agreement to pay an after-sales-service 
fee, coupled with an Infobank payment guarantee: 

                                                                                                                                                              

http://www.belmarket.by/index.php?article=22834&year=2004 (translated from Russian) (stating that 
Infobank was created in November 1994 and focuses on transactions with Middle East).   
582 Committee humanitarian contractor table and TaR, COMM nos. 600410, 600411, 600803, 600819, 
601219, 601306, 601331, 601332, 601333, 601334, 601373, 601380, 601692, 630522, 631147, 700487, 
700488, 700489, 701053, 701054, 701206, 701447, 701740, 701741, 701767, 701768, 701769, 702066, 
702125, 702126, 702127, 702201, 702202, 702359, 702515, 702529, 702596, 702641, 800772, 800773, 
800795, 801060, 801075, 801189, 801311, 801312, 801386, 801387, 801892, 801957, 802168, 802344, 
802559, 900559, 900633, 900758, 901102, 901541, 901807, 902048, 1000247, 1000438, 1000950, 
1001813, 1002029, 1030305, 1200117, 1230105, 1230391, 1300017, 1300018; Victor Shevtsov and 
Vladimir Zhavrid interview (Mar. 7, 2005); Vladimir Zhavrid interview (Aug. 26, 2005). 
583 Company side agreements, COMM nos. 631147 (Oct. 29, 2001), 801957 (Nov. 25, 2000), 802344 (June 
19, 2001) (issued by Infobank), 802946 (Sept. 29, 2001), 803053 (Dec. 9, 2002), 803054 (Dec. 9, 2002), 
803055 (Dec. 23, 2002), 803056 (Dec. 9, 2002), 803057 (Dec. 23, 2002), 803058 (Dec. 23, 2002), 803077 
(Dec. 23, 2002), 1000438 (Aug. 26, 2001) (one agreement issued by Infobank and one agreement issued by 
Belmetalenergo), 1030305 (Oct. 29, 2001), 1201403 (Dec. 9, 2002), 1201404 (Dec. 23, 2002), 1230105 
(Oct. 29, 2001), 1230652 (June 6, 200_) (exact year omitted on form), 1230657 (undated), 1230658 
(undated), 1230659 (undated). 
584 Belmetalenergo letter to Iraq Ministry of Agriculture (Jan. 13, 2002) (original text format). 
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Figure: Company side agreements, COMM no. 1000438 (Aug. 26, 2001) (including Belmetalenergo 
and Infobank agreements). 

When jointly interviewed in March 2005, Mr. Zhavrid and Mr. Shevtsov acknowledged that 
Programme contractors commonly made side payments to Iraq in connection with oil and 
humanitarian contracts.  When shown copies of Infobank guarantee letters, Mr. Shevtsov of 
Infobank acknowledged their authenticity and added that it was common to include built-in 
kickback payments into the contract price.  He further stated that Infobank did not keep its own 
copies of these letters because they lost their value once the actual payments were made.  During 
the joint interview, Mr. Zhavrid did not object to Mr. Shevtsov’s statements about the side 
payments.585 

However, Mr. Zhavrid has since denied that Belmetalenergo made illicit payments in connection 
with its humanitarian contracts.  Mr. Zhavrid has conceded that there were cases when signing of 
a side agreement was a condition for approval of a contract, but he has insisted that no actual 
payments were required.  When shown certain side agreements signed by Belmetalenergo 

                                                      

585 Victor Shevtsov and Vladimir Zhavrid interview (Mar. 7, 2005). 
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employees on Belmetalenergo’s stationary and with Belmetalenergo’s corporate stamp, Mr. 
Zhavrid stated that “some staff were authorized to negotiate and sign contracts, but not to execute 
payments.”  He added: “I don’t know who signed them and I never took them seriously.”  When 
shown copies of four side agreements signed in his own name, Mr. Zhavrid stated that the 
agreements were fake.586 

More recently, Belmetalenergo has written to the Committee to advise that “[a]ctually Iraqis 
required from time to time that representatives of our company provide[] guarantees on payment 
of ‘after sales service fee’ and ‘inland transportation fee’ but our company has never made such 
payments and did not plan to make them,” and such “signing” of guarantees were a “mere 
formality.”  This contention is contradicted by Iraqi ministry payment data that reflects actual 
payments made in connection with many of Belmetalenergo’s contracts.587  

Aside from actively selling goods to Iraq under the Programme, Belmetalenergo also purchased a 
total of 21.6 million barrels of Iraqi oil, paying nearly $464.2 million to the United Nations 
escrow account.  Four of Belmetalenergo’s six oil contracts were signed by Mr. Shevtsov.  
Belmetalenergo’s oil purchases were financed by Bayoil and Chevron, which took care of all 
necessary arrangements and paperwork and subsequently purchased oil from Belmetalenergo.  
For its participation, Belmetalenergo received a profit of about five cents per barrel, and Mr. 
Shevtsov estimated Belmetalenergo’s profits on oil contracts throughout the Programme at about 
$500,000.588 

In connection with Belmetalenergo’s oil contracts, a total of about $2.9 million was paid in 
surcharges to the Iraqi regime.  These payments were made through a number of conduit 
companies.  Although Mr. Shevtsov and Mr. Zhavrid stated that they were not familiar with these 
companies, bank records show numerous business transactions between Belmetalenergo, 
Infobank, and such companies.589 

                                                      

586 Vladimir Zhavrid interview (Aug. 26, 2005); see also Belmetalenergo letter to the Committee (June 7, 
2005) (stating that “Belmetalenergo has never paid surcharges or commissions to Saddam Hussein’s 
regime”). 
587 Belmetalenergo letter to the Committee (Oct. 6, 2005); Committee humanitarian kickback table, COMM 
nos. 702641, 800795, 801312, 801387, 802344, 802559, 900559, 901541, 1000247, 1000438 (reflecting 
records of actual payments as recorded in Iraqi ministry ledgers). 
588 Committee oil company table, contract nos. (contracting with Belmetalenergo) M/06/60 (signed by Mr. 
Shevtsov), M/07/74 (same), M/08/41 (same), M/09/08 (same), M/11/69, M/13/49; Committee oil financier 
table, contract nos. M/06/60 (one lifting financed by Bayoil), M/07/74 (one lifting financed by Bayoil and 
two liftings financed by Chevron Texaco), M/09/08 (two liftings financed by Chevron Texaco), M/11/69 
(one lifting financed by Chevron Texaco), M/13/49 (one lifting financed by Bayoil); Victor Shevtsov and 
Vladimir Zhavrid interview (Mar. 7, 2005). 
589 Committee oil surcharge table, contract nos. M/08/41 (containing payments by “Balmorals Ventures”), 
M/09/08 (same), M/11/69; Fransabank record, SOMO account, SWIFT message (Feb. 13, 2001) (payment 
of $558,900 from Hanner Tire Trading); Fransabank record, SOMO account, SWIFT message (Apr. 19, 
2002) (payment of $423,983 from Hi-Tech Technology Company Ltd.); Fransabank record, SOMO 
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According to the Committee’s calculations based on documents obtained from the Government of 
Iraq, Belmetalenergo paid approximately $15.7 million in the form of after-sales-service fees to 
the Iraqi regime in connection with twenty-six of its humanitarian contracts.  Additionally, an 
undetermined amount was paid in the form of inland transportation fees.590 

In summary, based on the available evidence, Belmetalenergo knowingly violated the rules 
governing the Programme and United Nations sanctions against Iraq by paying kickbacks on 
humanitarian contracts and surcharges on oil contracts.  Specifically, the Committee calculates 
that Belmetalenergo, with financial support from Infobank, paid approximately $15.7 million in 
kickbacks, and about $2.9 million in surcharges on oil contracts. 

C. BUKKEHAVE A/S  
Bukkehave is a global distributor of vehicles and spare parts headquartered in Svendborg, 
Denmark.  Bukkehave also has office locations in the United States, Japan, and Jordan.  The 
company has a longstanding tradition of selling vehicles and spare parts to the United Nations, 
the World Bank, the Red Cross, and government agencies throughout the world.591 

From 2000 to 2002, Bukkehave sold more than $24.4 million of vehicles and spare parts to the 
Government of Iraq under the Programme.  These goods, ranging from trucks and cars to station 
wagons and buses produced by manufacturers such as Isuzu, Kenworth, and Renault, were sold to 
the Iraqi Ministries of Electricity, Oil, and Trade.  During the Programme, Bukkehave had a small 
liaison office in Jordan, headed by Peter Post, a Bukkehave employee who served as “Area 
Export Manager” responsible for coordinating all sales to Iraq.  Bukkehave also used the services 
of a local agent in Jordan, Riad Marei, whose responsibilities included the handling of after-sales-
service arrangements.592  

In April 2001, the United Kingdom Mission sent a letter to the Danish Mission expressing 
concerns that three of Bukkehave’s contracts contained an “after-sales service” clause, which 

                                                                                                                                                              

account, SWIFT message (Dec. 11, 2001) (payment of $660,775 from Rouden Co. LLC); Victor Shevtsov 
and Vladimir Zhavrid interview (Mar. 7, 2005).  Mr. Shevtsov serves as the Chairman of the Board of 
Directors of Trustbank, whose founders include Belmoral International, a company associated with 
Belmoral Ventures.  Trustbank, “Management,” http://www.trustbank.by/en/about/managment; Trustbank, 
“History of PJSC ‘Trustbank,’” http://www.trustbank.by/en/about/history; Confidential source report. 
590 Committee humanitarian kickback table, COMM nos. 702641, 800772, 800773, 800795, 801060, 
801075, 801189, 801312, 801386, 801387, 801892, 801957, 802168, 802344, 802559, 900559, 900633, 
900758, 901102, 901541, 901807, 1000247, 1000438, 1000950, 1001813, 1002029. 
591 Christian Haar and Peter Barklin interview (Sept. 30, 2005); Bukkehave, “The role of Bukkehave,” 
http://www.bukkehave.com/About%20us.aspx. 
592 Committee humanitarian contractor table and TaR, COMM nos. 701399, 701480, 702866, 702870, 
730316, 730317, 730318, 730470, 802048, 802400, 802413, 830062, 830077, 830279, 830462, 830463, 
830511, 901527, 901561, 930044, 930263, 930277, 1030362, 1030451, 1030622, 1230593; Christian Haar 
and Peter Barklin interview (Sept. 30, 2005); Bukkehave letter to the Committee (Sept. 12, 2005). 
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would “appear to provide further evidence of Iraqi manipulation of the Oil for Food (OFF) 
programme.”  One of the contracts identified by the United Kingdom was for the supply of cargo 
trucks and spare parts, with a value of €160,000 (approximately $147,058), signed by Mr. Post on 
December 29, 2000.593 

The Danish Mission forwarded the United Kingdom’s inquiry directly to Bukkehave.  In 
response, Mr. Post wrote that the “after sales service mentioned in the three contracts is standard 
when selling factory new vehicles all over the world.”  Yet, contrary to Mr. Post’s 
representations, the after-sales-service component mentioned in Bukkehave’s contract was not 
used to provide legitimate after-sales services.  Instead, it was used to make an unauthorized 
payment to the Iraqi regime.  Records obtained from the Iraqi Ministry of Oil reflect that Mr. Post 
signed a side letter prior to the conclusion of the contract entered into with the Government of 
Iraq on December 29, 2000, in which he agreed on behalf of Bukkehave to pay the North Oil 
Company $36,109 (€41,087).  This side agreement explicitly covered payment of “after sales 
service” for two contracts, including the contract that the United Kingdom identified as a 
concern.594 

                                                      

593 United Kingdom Mission letter to Denmark Mission (Apr. 23, 2001) (referencing COMM nos. 830062, 
830076, 830077); Programme contract, COMM no. 830062 (Dec. 29, 2000) (signed by Peter Post).  As 
noted earlier in this chapter, the mere inclusion of an after-sales-service provision in a Programme contract 
was not against the Programme’s rules.  The inclusion of such a provision, however, often signaled an 
arrangement between a contractor and the Government of Iraq for the making of a side payment to the 
Government of Iraq in place of the contractor providing after-sales services. 
594 Bukkehave letter to Government of Denmark (Apr. 29, 2001); Company side agreement, COMM nos. 
830062, 830511 (Dec. 13, 2000). 
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Figure: Company side agreement, COMM nos. 830062, 830511 (Dec. 13, 2000). 

This was one of numerous illicit kickbacks made for Bukkehave contracts.  Iraqi ministry records 
reflect that Mr. Post signed more than a dozen side letters on behalf of Bukkehave, agreeing to 
make payments directly to the Iraqi regime.  Based on these side letters, as well as relevant 
ministry levy and payment data, it is calculated that more than $1.4 million was paid in the form 
of after-sales-service fees in connection with Bukkehave’s contracts under the Programme.595 

When contacted concerning evidence of these illicit payments, Bukkehave’s management  
informed the Committee that “[Bukkehave] has not made any unauthorized payments.  All 
dealings with the after sales service fee has [sic] been handled by our agent at the time in Jordan.”  
When later interviewed by the Committee, Bukkehave’s chairman stated that Bukkehave 
commonly included in its contracts with end customers an after-sales-service fee of five percent 
for warranty services on vehicles.  According to Bukkehave, this fee usually applies when the 

                                                      

595 Committee humanitarian kickback table, COMM nos. 70280, 802048, 802400, 802413, 830062, 
830076, 830279, 830462, 830463, 830511, 901527, 901561, 930044, 930263, 930277, 1030362; Company 
side agreements, COMM nos. 830062 (Dec. 13, 2000), 830279 (Feb. 26, 2001), 830462 (Mar. 27, 2001), 
830463 (Apr. 20, 2001), 830511 (Dec. 13, 2000), 930044 (May 24, 2001) (translated from Arabic), 930263 
(June 11, 2001), 930277 (May 27, 2001), 930279 (May 29, 2001), 1030362 (Oct. 24, 2001), 930517 (June 
20, 2001), 1030451 (Oct. 24, 2001), 1030622 (Nov. 10, 2001), 1130152 (June 2, 2002), 1230593 (May 24, 
2001). 
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manufacturer lacks a dealership or agency in a particular country to handle the after-sales-service.  
In such cases, Bukkehave either kept the five percent and assumed responsibility for the after-
sales services or paid a local agent to assume that responsibility.  Bukkehave’s chairman 
explained that under the Programme Bukkehave paid its agent, Mr. Marei, a commission of three 
percent for services rendered and a commission of ten percent for providing after-sales services.  
Bukkehave’s chairman also noted that Bukkehave’s contracts included an after-sales-service 
component that had been approved by the Danish government, OIP, and the 661 Committee.596 

Although Bukkehave’s contracts may have provided for Bukkehave to furnish after-sales 
services, it did not authorize Bukkehave simply to pay to the Government of Iraq the money set 
aside for the performance of after-sales services.  When questioned about the side letters signed 
by Mr. Post, Bukkehave’s chairman noted that he had never seen these agreements before being 
shown them by the Committee.  The chairman suggested that Mr. Post was a “rogue employee” 
who was not authorized to do “things . . . outside . . . what normal sales managers would do,” and 
that Mr. Marei was not authorized as an agent to sign contracts on Bukkehave’s behalf.  The 
chairman advised the Committee that Mr. Post had left the company two or three years before and 
that the chairman and Mr. Post were no longer on speaking terms.  Although Bukkehave has 
assisted the Committee in its efforts to locate Mr. Post and Mr. Marei, the Committee has been 
unable to interview them.597 

Bukkehave has acknowledged that it made payments to Mr. Marei and stated its view that these 
payments were for Mr. Marei to perform after-sales services.  For one of its contracts, Bukkehave 
has disclosed a bank wire record of its payment to Mr. Marei on March 20, 2002 for “ASF 
SERVICE FEE” in the amount of €62,071.  This amount is the same that Mr. Post previously 
agreed to pay the Ministry of Oil (State Company for Oil Projects) in a side agreement dated May 
27, 2001, and it is the same amount that is reflected in the Ministry of Oil’s payment data as 
having been paid to an account at Rafidain Bank on April 1, 2002—several days after Bukkehave 
sent the funds to its agent.598 

There is no evidence that Bukkehave made direct payments to the Government of Iraq.  Nor is 
there evidence that any employees of Bukkehave other than Mr. Post knew of the illicit payments 
made by Bukkehave’s agent using funds provided by Bukkehave.599 

                                                      

596 Bukkehave letter to the Committee (Sept. 12, 2005); Christian Haar and Peter Barklin interview (Sept. 
30, 2005). 
597 Ibid. 
598 Bukkehave letter to the Committee (Oct. 17, 2005) (stating and enclosing a receipt showing payments to 
the agent of €62,071 on March 26, 2002 for COMM no. 930277); Company side agreement, COMM no. 
930277 (May 27, 2001); Ministry of Oil record, Spreadsheet data for COMM no 930277 (reflecting 
payment €62,071 to Rafidain bank on April 1, 2002). 
599 Bukkehave letter to the Committee (Oct. 17, 2005).  For example, Bukkehave states that “[h]aving 
investigated this further, it is our understanding that these ‘side letters’ had to be signed to obtain any 
contract, there should be letters that afterwards are canceling these, since they were made for the Iraqi 
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In summary, based on the available evidence, Bukkehave provided funds that were used by its 
third party agent (Mr. Marei) to pay more than $1.4 million in kickbacks to the Iraqi regime in 
violation of United Nations sanctions and the Programme’s rules.  Bukkehave’s Area Export 
Manager (Mr. Post) was aware of and complicit in these payments by the agent.  The Committee 
does not have evidence that Bukkehave employees other than Mr. Post were aware of or took part 
in this scheme to make kickback payments to the Government of Iraq.   

D. GINZA 
Ginza Co. (also known as Ginza Company for Construction and Real Estate Development and 
collectively referred to herein as “Ginza”) is a subsidiary of the International Group for 
Investments (“IGI”), a holding company for various industrial and trading companies controlled 
by the Sheta family in Cairo, Egypt.  From 1999 to 2001, Ginza sold approximately $285.6 
million in construction products to the Government of Iraq—ranking as Iraq’s ninth largest goods 
supplier under the Programme.  The products sold to Iraq’s State Trading Company for 
Construction Materials and to the Ministries of Interior and Industry included primary 
construction materials such as reinforcing bars (flat and deformed), chequered plates, galvanized 
sheets, and window sections.  Ginza’s goods generally were shipped by vessel to Umm Qasr and 
then trucked to destinations inside Iraq.600 

According to Ginza, it learned at some point in 2000 of the Iraqi regime’s directive to “collect 
something extra from now on” with respect to its contracts under the Programme.  The respective 
Iraqi ministries issued payment schedules specifying per-unit fees for inland transportation.  
Sometimes, Ginza was told to give the fee a different name, like a “training fee.”  Ginza 
incorporated the new fees into the price it proposed to Iraq for each contract.  It decided to pay 
the requested transportation fees—even though it knew that the fees did not reflect a real cost 
factor for transportation of its goods within Iraq.601   

Ginza has advised the Committee that it did not pay what it deemed to be “after-sales-service 
fees.”  However, records obtained from Iraq reflect side agreements signed in connection with 
several of Ginza’s contracts.  The agreements provided for payment of an “after sales service” fee 

                                                                                                                                                              

officials to obey to guidelines issued by the Iraqi Government.”  Ibid.  Bukkehave, however, has not 
disclosed any information to suggest that such letters as signed by Mr. Post were cancelled at some later 
time. 
600 IGI, “Ginza,” http://www.igi.com.eg; Committee humanitarian contractor table and TaR, COMM nos. 
602017, 700117, 700159, 700208, 700209, 700839, 701093, 701094, 701939, 800094, 800095, 800371, 
800482, 800484, 800485, 800858, 800859, 800860, 801022, 801277, 900041; Hishan Sheta, Amr Sheta, 
Mohammad Al-Sayyed, and Adel Hafez interview (Sept. 18, 2005) (hereinafter “Ginza interview”).  
Hishan Sheta is vice chairman of the IGI Group; Mohammad Al-Sayyed is Legal Counsel to the IGI Group; 
Amr Sheta and Adel Hafez are vice chairmen of IGI subsidiary companies.  Ibid. 
601 Ibid. 
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of ten percent for each shipment before unloading the vessel.  Some of the agreements also 
included payments of “tender charges” of €1.02 per ton.602 

Based on twenty-one contracts issued during Phases VI through IX of the Programme, the 
Committee calculates that Ginza paid kickbacks of approximately $10.6 million in the form of 
after-sales-service fees and an undetermined amount in the form of inland transportation fees.  
Ginza representatives have described making payments by bank transfers from a company 
account in Egypt to bank accounts in Jordan, including in the names of Alia Transportation and 
Amman Shipping.  Sometimes an Iraqi ministry gave instructions to Ginza about payment of the 
fees, and sometimes instructions came from Alia or Amman Shipping.  Ginza understood that 
these fees had to be paid before its goods would be accepted for off-loading in Iraq.603  

In summary, based on the available evidence, Ginza knowingly made kickback payments to the 
Iraqi regime outside of the Programme and in violation of the United Nations sanctions against 
Iraq.  The Committee calculates that Ginza paid about $10.6 million in the form of after-sales-
service fees and an undetermined amount in the form of inland transportation fees to the 
Government of Iraq. 

E. JAWALA CORPORATION SDN. BHD. 
Jawala is a Malaysian-based corporation that was founded in 1984 as a sawn timber exporter.  It 
has since grown into a general trading company.  From Phases VII through XII of the 
Programme, Jawala sold approximately $24.2 million of goods, including plywood, teak, block 
board, and vegetable ghee, to the Government of Iraq pursuant to nine contracts.  Most of 
Jawala’s contracts were with the State Trading Company for Construction Materials, though the 
company dealt also with the State Company for Foodstuff Trading.604 

Jawala’s management has acknowledged that Jawala paid both inland transportation and after-
sales-service fees on its Programme contracts and that Jawala undertook in side agreements to 

                                                      

602 Ibid.; Company side agreements, COMM nos. 801022 (Nov. 22, 2000) (ten percent after-sales-service 
fee), 803020 (Dec. 15, 2002) (ten percent after-sales-service fee and tender charge), 803043 (Dec. 15, 
2002) (same), 803044 (Dec. 15, 2002) (same), 1101795 (Aug. 28, 2002) (same).  Although these contracts 
were signed by Ginza and approved by the United Nations, only COMM no. 801022 ultimately was 
consummated and funded from the United Nations escrow account. 
603 Committee humanitarian kickback table, COMM nos. 602017, 700117, 700159, 700208, 700209, 
200839, 701093, 701094, 701939, 800094, 800095, 800371, 800482, 800484, 800485, 800858, 800859, 
800860, 801022, 801277, 900041; Ginza interview. 
604 Jawala Corporation SDN. BHD., “Our Company,” http://www.jawala.com.my/the_company.htm; 
Committee humanitarian contractor table and TaR, COMM nos. 702279, 800264, 800271, 900001, 900002, 
1100118, 1100119, 1100120, 1100121. 
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pay these fees.  Jawala stated that it paid these fees because they were mandatory in order to do 
business with Iraq.605 

Based on side agreements and ministry data, the Committee calculates that Jawala paid more than 
$1.6 million in the form of after-sales-service fees and an undetermined amount in inland 
transportation fees relating to nine of its humanitarian contracts signed between Phases VII and 
XI.606 

Jawala management explained that the company initially made payments through Alia but found 
that Alia did not reliably notify ISCWT of Jawala’s payments.  Accordingly, Jawala began paying 
through its ship chartering company and the ship chartering company’s agent.  Because the ship 
chartering company stood to lose money from delays in unloading if the fees were not paid, 
Jawala believed that the ship chartering company had more incentive to ensure notification of the 
payment of fees to ISCWT.607 

Based on the commercial contacts it established with Iraq for humanitarian contracts, Jawala also 
obtained three oil allocations during the Programme—two of which it sold to Sinochem in 
London and the third it sold to Sempra, a Swiss energy trading company.  Iraqi records include 
correspondence from the Iraqi Embassy to SOMO demonstrating that Jawala made $910,000 in 
oil surcharge payments through the Embassy in Kuala Lumpur.  Jawala management did not 
recall making these specific payments, but remembered making many “donations” to the 
Embassy.608  

In summary, based on the available evidence, Jawala knowingly breached the Programme’s rules 
and United Nations sanctions.  It paid at least $1.6 million in kickbacks relating to nine of its 

                                                      

605 Chee Ah What and Hazmat Khan interview (July 25, 2005).  Mr. Chee is Jawala’s general manager, and 
Mr. Khan is Jawala’s executive director.  Ibid. 
606 Committee humanitarian kickback table, COMM nos. 702279, 800264, 800271, 900001, 900002, 
1100118, 1100119, 1100120, 1100121.  The Committee obtained seven side agreements signed by Jawala 
in connection with funded contracts.  Company side agreements, COMM nos. 702279 (Sept. 12, 2000), 
800264 (Sept. 18, 2000), 900001 (Jan. 23, 2001), 900002 (Jan. 23, 2001), 1100118 (Feb. 13, 2002), 
1100119 (Feb. 13, 2002), 1100120 (Feb. 13, 2002), 1200931 (Feb. 13, 2002), 1200932 (undated), 1201548 
(Jan. 16, 2003). 
607 Chee Ah What and Hazmat Khan interview (July 25, 2005).  When interviewed, Mr. What and Mr. 
Khan provided documents demonstrating Jawala’s use of Alia at one time and its later use of its ship 
charterer agent.  Ibid. 
608 Committee oil surcharge table, contract nos. M/09/46, M/11/12; Ministry of Oil record, Iraq Embassy in 
Kuala Lumpur letters to SOMO (July 9, 2001 and May 20, 2002); Chee Ah What and Hazmat Khan 
interview (July 25, 2005). 
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humanitarian contracts and, additionally, paid $910,000 in surcharges relating to two of its oil 
contracts.609  

F. PHOENIX INVESTMENT INTERNATIONAL 
Phoenix is a Jordan-registered trading company that was established in 1997.  Ranking among the 
largest forty suppliers to Iraq under the Programme, Phoenix sold approximately $139.5 million 
of goods through a total of one hundred contracts.  It provided goods, such as foodstuffs, 
construction supplies, vehicles and vehicle parts, musical instruments, detergent and soap, and 
office supplies, to a wide range of Iraqi ministries, such as the Ministries of Trade, Oil, and 
Irrigation.610 

In March 2000, an internal memorandum of the Ministry of Oil instructed all components of the 
Ministry to give priority to Phoenix’s bids.  This memorandum further stated that this priority 
was to be granted in accordance with instructions issued in January 2000 from President Hussein 
to Vice President Ramadan.611   

                                                      

609 Jawala has written to the Committee to advise of its view that it did not know that paying the 
Government of Iraq for after-sales-service fees and inland transport was wrong and that “[w]e certainly did 
not have prior knowledge that the ASSF was a payment outside the United Nations Oil-[f]or-Food 
Programme and that it contravened the United Nations sanctions.”  Jawala letter to the Committee (Sept. 
30, 2005).  Jawala, however, has not indicated any efforts that it made to determine the legality of such 
payments. 
610 Reza Maktabi interviews (July 22 and Sept. 25, 2005) (describing his involvement as Managing Director 
and a major shareholder of Phoenix); Committee humanitarian contractor table and TaR, COMM nos. 
40006, 601965, 601966, 602019, 602020, 602027, 700268, 700687, 730346, 730351, 730355, 730937, 
731024, 800019, 800117, 800118, 800168, 800169, 800254, 800289, 800376, 800516, 800517, 800522, 
800550, 800551, 800566, 800567, 800568, 800661, 801095, 801272, 801296, 801373, 801768, 801821, 
801865, 801958, 801959, 802134, 802290, 900119, 900120, 900121, 900124, 900156, 900505, 900506, 
900508, 900510, 900691, 900927, 900928, 900932, 901591, 901619, 901620, 901829, 901831, 901832, 
901935, 901976, 902076, 930315, 930434, 930438, 930581, 930594, 930605, 930677, 1000033, 1000034, 
1000037, 1000041, 1000239, 1000348, 1000474, 1000629, 1000692, 1000854, 1000949, 1001340, 
1001351, 1001352, 1001356, 1001417, 1001418, 1030168, 1100057, 1100077, 1100132, 1100434, 
1101463, 1101468, 1101469, 1101475, 1101995, 1200188, 1200198, 1230451.  The Committee is not 
aware of any relationship between Phoenix Investment International and Phoenix International, a company 
controlled by Samir Vincent of the United States that purchased oil under the Programme as discussed in a 
prior Committee report.  “Programme Management Report,” vol. II, pp. 95-96. 
611 Falleh Hassan Al-Khaya memorandum to Ministry of Oil company managers (Mar. 9, 2000) (translated 
from Arabic) (citing “the instructions by the President and leader, may god care for him and protect him, in 
a letter by the respected Vice President of the Republic numbered (99) on 29/1/2000,” and then requesting 
that the company general manager “give priority to bids submitted by Phoenix for International 
Investments Company, with the aim of preparing your companies with the required materials during the 
MOU”).  The Committee does not have a copy of the Saddam Hussein letter referenced in this 
memorandum.   
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When interviewed, Phoenix’s managing director stated that he was unaware of the Ministry of 
Oil’s instruction to give Phoenix priority status, and he believed that, for political reasons, 
Phoenix often lost its contract bids to companies from Russia, France, and China.  He stated that 
Phoenix was successful in obtaining contracts because its bids were priced very competitively 
and offered the best quality.612   

Phoenix has acknowledged paying inland transportation and after-sales-service fees, asserting 
that Iraq demanded these fees from all companies during the Programme.  After a contract price 
was approved, the fees were added to the final contract value that then was sent to the United 
Nations for approval.  According to Phoenix, it typically paid for inland transportation fees 
directly in USD to ISCWT bank accounts in Jordan or Baghdad.  For after-sales-service fees, 
Phoenix made direct payments to the Rafidain bank in Jordan and sometimes sent messengers in 
cars from Jordan to make cash payments to various ministries in Baghdad.613   

Iraqi ministry records contain numerous side agreements signed by Phoenix’s managing director 
and other company employees to make payments to the Iraqi regime in connection with 
Phoenix’s contracts.  Based on these agreements and other ministry levy and payment data, the 
Committee estimates that Phoenix paid about $9.5 million in the form of after-sales-service fees 
and an undetermined amount in the form of inland transportation fees.614  

                                                      

612 Reza Maktabi interview (Sept. 25, 2005).  
613 Reza Maktabi interviews (July 22 and Sept. 25, 2005).  Although many companies under the 
Programme were required to pay after-sales-service fees in advance of delivery of goods, Phoenix was 
granted dispensation to pay its fees after it received payment from the United Nations escrow account.  On 
some occasions, it obtained bank guarantees to secure its eventual payment of fees.  On other occasions, it 
obtained an agreement from its bank to assign a portion of funds received from the escrow account for 
payment to the relevant Iraqi ministry.  Reza Maktabi interview (Sept. 25, 2005). 
614 Company side agreements, COMM nos. 601965 (Dec. 19, 2000), 601966 (Dec. 19, 2000), 730971 (May 
13, 2002), 800374 (Sept. 26, 2000), 800516 (Oct. 5, 2000), 800517 (Oct. 5, 2000), 800518 (Oct. 5, 2000), 
800661 (Nov. 2, 2000), 801272 (Dec. 20, 2000), 801296 (Dec. 19, 2000), 801958 (Dec. 19, 2000), 801959 
(Dec. 19, 2000), 803118 (Dec. 4, 2002), 802957 (Feb. 21, 2002), 803098 (Dec. 4, 2002), 803099 (Dec. 4, 
2002), 901157 (Nov. 2, 2000), 1000246 (Oct. 5, 2000), 1000250 (Sept. 26, 2000), 1001356 (Nov. 21, 
2001), 1002209 (Apr. 21, 2002), 1030168 (undated), 1030447 (Oct. 30, 2001), 1100257 (Feb. 21, 2002), 
1100258 (Feb. 20, 2002), 1100329 (Mar. 12, 2002), 1101456 (Sept. 26, 2000), 1201558 (Dec. 4, 2002), 
1201777 (Jan. 16, 2003), 1201778 (Jan. 16, 2003); Committee humanitarian kickback table, COMM nos. 
40006, 601965, 601966, 700687, 730346, 730937, 800019, 800168, 800169, 800254, 800289, 800376, 
800516, 800517, 800522, 800550, 800551, 800566, 800567, 800568, 800661, 801095, 801272, 801296, 
801373, 801768, 801821, 801865, 801958, 801959, 802134, 802290, 900119, 900120, 900121, 900124, 
900156, 900263, 900505, 900506, 900508, 900510, 900691, 900927, 900928, 900932, 901591, 901619, 
901620, 901829, 901831, 901832, 901935, 901976, 902076, 930315, 930434, 930438, 930581, 930594, 
930605, 930677, 1000033, 1000034, 1000037, 1000041, 1000239, 1000348, 1000629, 1000692, 1000854, 
1000949, 1001340, 1001351, 1001352, 1001356, 1001417, 1001418, 1030168, 1100057, 1100077, 
1100132, 1100434, 1101463, 1101468, 1101469, 1101475, 1200188, 1200198. 
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In its communications with the Committee, Phoenix disputed that its payments to the Government 
of Iraq were illegal or known by Phoenix to be illegal.  Phoenix stated that it received assurances 
from the Ministry of Transportation that the United Nations had approved its inland 
transportation payments.  However, Phoenix has not disclosed any documentary evidence 
reflecting that it was given such assurances.  Nor has it asserted that it verified with the United 
Nations that such payments were legal.615   

Phoenix suggests also that it agreed to pay the ten percent “administrative” or after-sales-service 
fee only after Iraqi authorities showed Phoenix examples of other contracts that had been 
approved by the United Nations and that included such fees.616  However, Phoenix has not 
produced such contracts to the Committee.  To the extent that after-sales-service fees were 
referenced in Programme contracts, such contracts required suppliers to furnish such services and 
not to discharge obligations to provide services by making payments to the Government of Iraq.  
The United Nations’ contract files for Phoenix do not reflect that any of the numerous side 
agreements signed by Phoenix to pay the Government of Iraq were submitted for the United 
Nations’ review and approval. 

In summary, based on the available evidence, Phoenix knowingly breached the Programme’s 
rules and United Nations sanctions.  Phoenix paid about $9.5 million in after-sales-service fees 
and an undetermined amount in inland transportation fees to the Government of Iraq in 
connection with contracts under the Programme.  

G. RUSSIAN ENGINEERING COMPANY 
REC is a Russian-registered company located in Moscow that was created in the late 1990s.  
According to an article published by one of REC’s managers, the company specializes in “export 
of goods and technologies of leading Russian and foreign manufacturers to the Middle East” and 
views its participation in the Programme as its most successful business project.  Since the years 
of the Programme, REC has maintained an office in Baghdad.  REC staff members, including 
Sergei Issakov, Chairman of the Board of Directors, frequently traveled to Iraq during the 
Programme and reportedly met with high-level Iraqi officials, including Tariq Aziz and Saddam 
Hussein.617 

                                                      

615 Reza Maktabi interview (Sept. 25, 2005); Phoenix letters to the Committee (Sept. 16 and Oct. 10, 2005) 
(acknowledging payments and contending that the payments were approved by the United Nations or 
believed by Phoenix to be legal). 
616 Reza Maktabi interview (Sept. 25, 2005); Phoenix letters to the Committee (Sept. 16 and Oct. 10, 2005). 
617 Confidential source report; Confidential witness interview; Andrei Okhotkin, “Russian Engineering 
Company – Your Partner in Russia” (May 17, 2004), http://www.en.mirros.ru/economics/rikr; REC, 
“Company Structure,” http://www.rectrade.ru/mods.php?name=section&oid=3&bid=35 (identifying Sergei 
Issakov as “Chairman of the Board”); World of Russia (Mir Rossii), “Blood, Lies, and Tears: An interview 
with Sergei Isakov,” May 28, 2005, http://en.mirros.ru/politics/tears (quoting Mr. Issakov as stating that he 
started working in Iraq in 1997 and traveled to Iraq “four or five times a year”); Olga Proskurina, 
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REC began participating in the Programme during Phase VII and actively engaged in both the 
humanitarian and oil sides of the Programme.  Throughout the Programme, REC executed forty 
humanitarian contracts worth about $210 million—ranking as the sixteenth largest contractor 
under the Programme.  Among the goods supplied by REC were foodstuffs, cars, trucks, 
construction materials, and equipment.  In executing these contracts, REC relied on numerous 
intermediaries to supply the goods that it sold to Iraq, most of which were produced in Germany, 
Japan, India, Italy, and Russia.618 

Records obtained by the Committee from Iraq include thirty-two side agreements signed by REC 
representatives.619  Set forth below is one such document, in which REC agreed to pay nearly 
€180,000 in connection with one of its contracts to provide furnace equipment:620 

                                                                                                                                                              

Alexander Bekker, Ekaterina Derbilova, and Vasily Kashin, “Our man in Baghdad,” Vedomosti, May 20, 
2005, p. A1 (translated from Russian). 
618 Confidential witness interview; Confidential witness interview; Committee humanitarian contractor 
table, COMM nos. 701527, 800683, 800687, 801233, 901345, 901881, 901987, 902036, 902047, 1000139, 
1000146, 1000157, 1001403, 1030441, 1030526, 1100117, 1100269, 1100301, 1100335, 1100576, 
1100577, 1130010, 1130012, 1130013, 1130036, 1130060, 1130061, 1200068, 1200113, 1200144, 
1200145, 1200213, 1200248, 1200411, 1200744, 1230187, 1230189, 1230357, 1230543, 1300128; 
Committee oil company table, contract nos. M/11/05, M/11/07, M/12/17, M/12/69. 
619 Company side agreements, COMM nos. 631122 (Oct. 1, 2001), 631149 (Oct. 31, 2001), 730963 (May 
24, 2002), 901618 (July 21, 2001), 1000600 (Sept. 20, 2001), 1030294 (undated), 1030295 (Sept. 24, 
2001), 1030302 (Sept. 1, 2001), 1030320 (Sept. 1, 2001), 1030414 (Oct, 1, 2001), 1030441 (Oct. 27, 2001), 
1030526 (Oct. 1, 2001), 1030608 (Oct. 1, 2001), 1030686 (Jan. 5, 2002), 1030729 (Jan. 5, 2002), 1030747 
(Oct. 7, 2001), 1130010 (undated), 1130012 (undated), 1130013 (undated), 1130036 (undated), 1130060 
(undated), 1130061 (undated), 1130140 (undated), 1130142 (May 19, 2002), 1130288 (May 12, 2002), 
1130289 (June 12, 2002), 1130290 (June 12, 2002), 1230187 (undated), 1230189 (undated), 1230203 (May 
24, 2002), 1230357 (undated), 1230543 (Nov. 25, 2002).  To the extent that some of the contract numbers 
referenced for side agreements may not appear in the list of contract numbers referenced in the preceding 
footnote, this is because some of the contracts for which side agreements were entered did not end up being 
approved or funded by the United Nations. 
620 Company side agreement, COMM no. 1230357 (undated).  The side agreement contained reference to 
contract no. NR-12-03, which is the internal Iraqi number used for COMM no. 1230357.  Programme 
contract, COMM no. 1230357 (Nov. 5, 2002). 
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Figure: Company side agreement, COMM no. 1230357 (undated). 

REC’s corporate letterhead and seal on the side agreement above, as well as the name and 
signature of REC’s employee, correspond to the letterhead, seal, name, and signature appearing in 
United Nations records for official contracts approved by the United Nations, including the 
contract corresponding to this side agreement.621  On the basis of such side agreements and Iraqi 
ministry financial data, the Committee calculates that REC paid more than $5.8 million to the 
Government of Iraq in the form of after-sales-service fees in connection with nineteen of its 
contracts under the Programme.  Additionally, REC paid an undetermined amount in the form of 
inland transportation fees.622 

                                                      

621 See, e.g., Programme contracts, COMM nos. 901881 (July 31, 2001), 1200213 (May 21, 2002), 
1100576 (Apr. 9, 2002), 1230357 (Nov. 5, 2002).   
622 Committee humanitarian kickback table, COMM nos. 631122 (not executed), 800683, 800687, 801233, 
901345, 901881, 901987, 902036, 902047, 1000139, 1000146, 1000157, 1001403, 1100117, 1100269, 
1100577, 1130012, 1200113, 1200213; Confidential witness interview. 
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Mr. Issakov’s contacts with Iraq led to REC receiving rights to buy large amounts of Iraqi oil in 
addition to selling Iraq humanitarian goods.  Starting in Phase XI, REC contracted for 24.5 
million barrels of oil, for which approximately $517.4 million was paid to the United Nations 
escrow account.623  In relation to one of its contracts in Phase XI, REC made surcharge payments 
to the Government of Iraq, totaling at least $2.5 million.  These payments were made in cash to 
the Iraqi embassy in Moscow between February and August 2002.  Additionally, according to 
SOMO records, REC participated in surcharge payments of over $4 million on behalf of another 
Russian oil purchaser, Rosnefteimpex.  These payments were also made through the Iraqi 
embassy in Moscow between October and December 2001.624  Receipts for some of these 
payments reflect that Mr. Issakov personally brought the payment money to the embassy, 
including the payment of $150,000 as shown below:625 

                                                      

623 Committee oil company table, contract nos. M/11/05, M/11/07, M/12/17, M/12/69.   
624 Committee oil surcharge table, contract no. M/11/05 (involving its own contract); M/09/25, M/10/15 
(involving Rosnefteimpex); SOMO record, Iraq Embassy in Moscow payment receipts, nos. 2 (Mar. 23, 
2001), 3 (Apr. 5, 2001), 7 (Apr. 28, 2001), 10 (May 25, 2001), 12 (May 30, 2001), 20 (July 18, 2001), 43 
(Oct. 16, 2001), 45 (Oct. 23, 2001), 50 (Nov. 13, 2001), 53 (Nov. 22, 2001), 58 (Dec. 7, 2001), 63 (Dec. 
21, 2001), 87 (Feb. 26, 2002), 90 (Mar. 18, 2002), 108 (Apr. 26, 2002), 118 (June 21, 2002), 130 (Aug. 7, 
2002).  Additionally, the Committee obtained a record of payment made by the Iraqi embassy in Moscow 
of a $100,000 deposit by a representative of “Russian Engineering Company/Brenton Ventures.”  This 
payment, however, was not reflected in SOMO documents.  SOMO record, Iraq embassy in Moscow 
payment receipt, no. 109 (Apr. 26, 2002).   
625 SOMO record, Iraq Embassy in Moscow payment receipts, nos. 2 (Mar. 23, 2001), 3 (Apr. 5, 2001), 7 
(Apr. 28, 2001), 10 (May 25, 2001), 12 (May 30, 2001), 20 (July 18, 2001), 58 (Dec. 7, 2001), 108 (Apr. 
26, 2002); Iraq official interview (stating that Mr. Issakov personally brought cash to the embassy). 
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Figure: Iraq Embassy in Moscow payment receipt, no. 7 (Apr. 28, 2001) (translated from Arabic) 
(regarding contract no. M/09/25). 

REC has declined to cooperate with the Committee, and Mr. Issakov has refused to be 
interviewed.  The Committee has furnished copies of documents obtained from the Government 
of Iraq and requested a meeting with company representatives.  Among the documents provided 
to REC by the Committee were copies of side payment agreements and receipts in the name of 
REC for oil surcharge payments made to the Iraqi embassy in Moscow.  In February 2005, Mr. 
Issakov signed a letter to the Russian Ministry of Foreign Affairs insisting that REC 
“undeviatingly followed all recommendations of the Ministry of Foreign Affairs and strictly 
observed all rules, norms, and restrictions of the sanctions regime.”  The letter also assailed the 
Committee’s purpose as “aimed solely at one goal - discrediting an active, developing and 
successful . . . Russian company.”  More recently, when advised of the Committee’s intention to 
include a discussion of REC’s and his activities in this Report, Mr. Issakov wrote to the 
Committee to state that his company had not made side payments and that the Committee’s 
conclusions were “evidently based on inadequate, false information with a definitive political 
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orientation, which has been incorrectly interpreted.”  REC otherwise has failed to explain or rebut 
the specific evidence reflecting its illicit payments to the Iraqi regime.626 

In summary, based on the available evidence, REC knowingly violated the rules governing the 
Programme and United Nations sanctions against Iraq by paying kickbacks on humanitarian 
contracts and surcharges on oil contracts.  Specifically, the Committee calculates that REC paid 
the Government of Iraq approximately $5.8 million in the form of after-sales-service fees and an 
undetermined amount in the form of inland transportation fees.  In addition, as reflected in Iraqi 
records and embassy payment receipts, REC paid at least $2.5 million in surcharges for Iraqi oil 
that it obtained in its own name and assisted in payment of over $4 million in oil surcharges for 
another Russian company. 

H. SES INTERNATIONAL CORP. 
SES is a Syrian-based company that initially specialized in construction and road-building, but 
subsequently became involved in the trading sector.  SES participated in the Programme 
beginning in Phase IX and executed a total of ten humanitarian contracts worth $216.9 million—
making it the fifteenth largest humanitarian supplier under the Programme.627 

According to SES managers interviewed by the Committee, SES acted as an intermediary agent 
for the sale of goods during the Programme.  Most of the goods sold under SES’s contracts 
originated from Ukraine, Romania, Russia, and Egypt, and they included construction materials, 
wood, foodstuffs, and trucks.  SES did not purchase any goods directly from manufacturers; 
instead, it entered into agent agreements with other intermediaries, primarily Ginza (Egypt) 
(discussed above), Samah (Jordan), and business ventures of Hassan Hamadani, a Jordanian 
national.  SES’s partners in Egypt and Jordan were responsible for finding manufacturers, 
preparing tender applications, and transporting goods to Iraq.  For its participation, SES received 
a share of the profit, sometimes up to fifty percent.  SES preferred to act through its partners in 
Egypt and Jordan because it lacked experience in international trade and did not have the 
financial resources necessary to finance purchases directly from manufacturers.628 

                                                      

626 Committee letters to REC (Feb. 7 and July 29, 2005); REC site visit report (Feb. 28, 2005) (regarding a 
visit to REC’s headquarters by Committee investigators); REC letter to Russia Ministry of Foreign Affairs 
(Feb. 11, 2005) (translated from Russian); REC letter to the Committee (Oct. 7, 2005).  
627 Committee humanitarian contractor table and TaR, COMM nos. 900530, 1000316, 1000820, 1100089, 
1100090, 1100743, 1101473, 1200286, 1200295, 1200522; Assef Shaleesh and Ibrahim Al-Rawi interview 
(July 6, 2005).  Mr. Shaleesh is the general manager of SES, and Mr. Al-Rawi is the commercial manager.  
Ibid. 
628 Ibid.; see, e.g., SES contract with Ginza, cl. 2 (Oct. 29, 2001) (stating that the SES and Ginza each 
would receive fifty percent of the profit). 
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The Committee has obtained eighteen side agreements related to SES’s humanitarian contracts.629  
An example of one of such letters is provided below:630 

 

Figure: Company side agreement, COMM no. 1000316 (June 20, 2001). 

The signature on the side agreement above belongs to Mr. Shaleesh, SES’s general manager, who 
confirmed to the Committee the authenticity of the SES stamp and his signature.  Mr. Shaleesh, 
however, denied writing or authorizing such letters.  Mr. Shaleesh explained that, for each of 
SES’s humanitarian contracts, he provided his partner companies in Egypt and Jordan about a 
dozen blank sheets signed by him and containing SES’s stamp.  Mr. Shaleesh stated that he did 
not know what happened with these sheets and insisted that the letters were most likely provided 
to the Government of Iraq by his partners.631 

                                                      

629 Company side agreements, COMM nos. 702885 (Jan. 30, 2002), 802943 (Jan. 2002), 802948 (Jan. 
2002), 802952 (Jan. 2002), 803025 (Nov. 24, 2002), 803039 (Nov. 24, 2002), 803145 (Nov. 24, 2002), 
803227 (Dec. 21, 2002), 803228 (Dec. 2002), 803229 (Dec. 2002), 803230 (Dec. 2002), 900530 (Feb. 24, 
2001), 1000316 (June 20, 2001), 1000820 (Oct. 1, 2001), 1000821 (Oct. 1, 2001), 1000822 (Oct. 1, 2001), 
1001975 (Jan. 30, 2002), 1100089 (Jan. 30, 2002). 
630 Company side agreement, COMM no. 1000316 (June 20, 2001). 
631 Assef Shaleesh and Ibrahim Al-Rawi interview (July 6, 2005).   
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Mr. Shaleesh nevertheless confirmed that there were side payments made on SES’s contracts for 
roughly ten percent of the original contract values.  He stated that SES’s role in side payments 
was limited, and the side payments were authorized and transferred by SES’s partners through 
SES’s bank account at BNP Beirut to the Government of Iraq.  According to Mr. Shaleesh, side 
payments were made on several of SES’s executed contracts, including the contract 
corresponding to the above side agreement.632 

Based on side letter agreements issued in the name of SES and other payment records obtained 
from the Government of Iraq, the Committee calculates that a total of about $16.2 million in the 
form of after-sales-service fees was paid to the Government of Iraq in connection with six of 
SES’s humanitarian contracts.  Additionally, an undetermined amount was paid in the form of 
inland transportation fees.633   

In summary, based on the available evidence, SES knowingly violated the rules governing the 
Programme and United Nations sanctions against Iraq by making side payments on SES’s 
humanitarian contracts.  The Committee calculates that approximately $16.2 million was paid in 
after-sales-service fees and an undetermined amount in inland transportation fees for SES’s 
humanitarian contracts to the Iraqi regime. 

I. SINOCHEM 
Sinochem is one of the world’s largest trading companies specializing primarily in the areas of 
petroleum, fertilizers, and chemicals.  Formerly known as China Import Company, Sinochem was 
founded by the Government of China in 1950 and remains a state-owned enterprise.  During the 
last decade, Sinochem has been listed consistently on the Fortune Global 500 list.  Its corporate 
structure includes dozens of companies registered in various countries.  Five of Sinochem’s 
subsidiaries participated in the Programme, namely: (1) Sinochem International Corp. (China); 
(2) Sinochem Tianjin Import and Export Corp. (China); (3) Sinochem Hebei Import and Export 
Corp. (China); (4) Sinochem International Tendering Co. Ltd. (China); and (5) Sinochem 
International Oil London Co. Ltd. (United Kingdom).634 

                                                      

632 Assef Shaleesh and Ibrahim Al-Rawi interview (July 6, 2005). 
633 Committee humanitarian kickback table, COMM nos. 900530, 1000316, 1000820, 1100089, 1100090, 
1100743. 
634 Sinochem, “2004 Annual Report,” http://www.sinochem.com/en/annual/download.asp (containing a list 
of Sinochem’s subsidiaries); Datamonitor Company Profiles, “Sinochem – SWOT Analysis” (July 21, 
2004) (stating that Sinochem was ranked fifth among the top five hundred Chinese companies in 2003); 
Hoover’s Company Basic Records, “China National Chemicals Import & Export Corporation” (Sept. 28, 
2005) (identifying Sinochem as the largest trading company in China and stating that it operates through 
more than one hundred subsidiaries); Fortune Asian Edition, “The Index” (Aug. 8, 2005); Sinochem, 
“About SINOCHEM,” http://www.sinochem.com/en/about/index.asp; Sinochem, “The ranking of 
Sinochem in FORTUNE,” http://www.sinochem.com/en/news/background3.asp. 
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Throughout the Programme, Sinochem companies executed a total of twenty-six humanitarian 
contracts with a total value of $20.6 million.  Under these contracts, which were signed between 
Phases V and IX, Sinochem primarily supplied Chinese-made pipes and related accessories.635 

The Committee has obtained from Iraq copies of several agreements signed by Sinochem 
representatives that guaranteed side payments to the Iraqi regime in connection with Programme 
contracts.  One example, set forth below, includes Sinochem’s promise to pay €300,000 to the 
North Oil Company in connection with a contract to furnish approximately €3.3 million of oil 
industry valves:636 

 

Figure: Company side agreement, COMM no. 830477 (Dec. 18, 2000). 

                                                      

635 Committee humanitarian contractor table and TaR, COMM nos. 53195, 53196, 53198, 53280, 53487, 
53535, 53615, 600476, 630321, 630326, 700510, 700511, 700512 (involving Sinochem International 
Corp.); 700513 (involving Sinochem Hebei Import and Export Corp.); 702575 (involving Sinochem 
Tianjin Import and Export Corp.); 730460, 730494, 730495, 730848, 800524, 801352, 801353, 830477, 
830478 (involving Sinochem International Corp.); 830606 (involving Sinochem International Tendering 
Co. Ltd.); 930228 (involving Sinochem International Corp.). 
636 Company side agreements, COMM nos. 830477 (Dec. 18, 2000), 830606 (Nov. 20, 2000), 830478 (Dec. 
12, 2000). 
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Based on documents obtained from the Government of Iraq, the Committee calculates that, in 
connection with nineteen of its humanitarian contracts, Sinochem paid the Iraqi regime $669,107 
in the form of after-sales-service fees and an undetermined amount in the form of inland 
transportation fees.637  Numerous bank records obtained by the Committee from the Housing 
Bank of Trade and Finance in Amman, Jordan reflect Sinochem’s payments to the Iraqi regime in 
connection with its contracts under the Programme.638   

Apart from its provision of goods to Iraq, Sinochem—through its United Kingdom-based 
subsidiary, Sinochem International Oil London Co. Ltd.—was the second largest oil contractor 
under the Programme.  It purchased 114.1 million barrels of Iraqi oil, paying nearly $2.2 billion 
to the United Nations escrow account.  SOMO records reflect the payment of a total of nearly 
$5.1 million in surcharges to the Government of Iraq for Sinochem’s oil contracts.639 

Sinochem has declined to cooperate with the Committee’s inquiry.  In January 2005, Committee 
investigators visited China to meet with diplomatic officials.  Before this visit, they requested an 
opportunity to meet with Sinochem officials concerning evidence of Sinochem’s payment of oil 
surcharges to the Iraqi regime.  Although Sinochem is owned by the Government of China, the 
Government did not arrange a meeting.  In July 2005, the Committee wrote to Sinochem 
concerning evidence of its payments of kickbacks in connection with humanitarian contracts, but 
has not received any response.  Most recently, in response to the Committee’s further 
notifications that Sinochem would be a subject of discussion in this Report, Sinochem has 
advised the Committee that these matters are now under investigation.640   

                                                      

637 Committee humanitarian kickback table, COMM nos. 600476, 630321, 630326, 700510, 700511, 
700512 (involving Sinochem International Corp.); 700513 (involving Sinochem Hebei Import and Export 
Corp.); 702575 (involving Sinochem Tianjin Import and Export Corp.); 730460, 730494, 730495, 730848, 
800524, 801352, 801353, 830477, 830478 (Sinochem International Corp.); 830606 (involving Sinochem 
International Tendering Co. Ltd.); 930228 (involving Sinochem International Corp.). 
638 See, e.g., Housing Bank for Trade and Finance record, Iraq-controlled bank account, credit advice (June 
9, 2002) (advising of an incoming transfer of €46,728 in relation to COMM no. 730848); Housing Bank for 
Trade and Finance record, Iraq-controlled bank account, credit advice (Apr. 16, 2002) (advising of an 
incoming transfer of €47,542 in relation to COMM no. 830478); Housing Bank for Trade and Finance 
record, Iraq-controlled bank account, credit advice (Apr. 16, 2002) (advising of an incoming transfer of 
€28,561 in relation to COMM no. 930228); Housing Bank for Trade and Finance record, Iraq-controlled 
bank account, credit advice (June 10, 2002) (advising of an incoming transfer of €300,000 in relation to 
COMM no. 830477). 
639 Committee oil company table, contract nos. M/02/28, M/03/29, M/03/42, M/04/14, M/05/42, M/06/04, 
M/07/05, M/08/12, M/09/84, M/10/44, M/11/02, M/12/38, M/13/08; Committee oil surcharge table, 
contract nos. M/08/12, M/09/84, M/10/44, M/11/02, M/12/38. 
640 Committee letter to China Permanent Mission (Jan. 3, 2005) (listing specific oil surcharge payments 
made on Sinochem’s oil contracts and requesting that the Government of China arrange a meeting with 
appropriate company representatives to discuss); China officials #1-2, 4-5 interview (Jan. 19, 2005); 
Committee letter to China Permanent Mission (Jan. 10, 2005); Committee letter to Sinochem (July 26, 
2005) (advising of the Committee’s information indicating Sinochem’s payment of ten percent kickbacks 
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In summary, based on the available evidence, Sinochem knowingly violated the rules governing 
the Programme and United Nations sanctions against Iraq by paying kickbacks on humanitarian 
contracts and surcharges on oil contracts.  Sinochem paid $669,107 in the form of after-sales-
service fees and an undetermined amount in the form of inland transportation fees on its 
humanitarian contracts.  Additionally, it paid nearly $5.1 million in surcharges on contracts for 
the purchase of oil by its United Kingdom subsidiary. 

                                                                                                                                                              

on humanitarian contracts and inviting Sinochem’s response); Committee letter to Sinochem (Sept. 29, 
2005); Sinochem e-mail to the Committee (Sept. 30, 2005); Committee e-mail to Sinochem (Sept. 30, 
2005); Sinochem letters to the Committee (Oct. 13, 2005) (responses from Sinochem International Corp., 
Sinochem International Tendering Co., Ltd., and Sinochem International Oil London Co. Ltd.). 
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X. MAJOR INDUSTRIAL COMPANIES 
The final category of companies includes major industrial manufacturing companies based in 
Europe and North America.  These include companies: (1) Atlas Copco Airpower N.V. (“Atlas”) 
of Sweden; (2) DaimlerChrysler AG (“DaimlerChrysler”) of Germany; (3) Maloney Industries 
Inc. (“Maloney”) of Canada; (4) Siemens companies; (5) Volvo Construction Equipment (“Volvo 
CE”) of Sweden; and (6) Weir Group PLC (“Weir”). 

A. ATLAS COPCO AIRPOWER N.V. 
Founded in 1873, Atlas Copco Group is a global industrial group of companies headquartered in 
Stockholm, Sweden, specializing in the production of compressors, generators, construction and 
mining equipment, and industrial tools.  The Group employs more than 25,000 people and 
manufactures products in forty-nine facilities in sixteen countries worldwide.  Atlas Copco 
Airpower N.V. (“Atlas”) is a company within the Group that specializes in compressed air 
technology and is based in Wilrijk, Belgium.641 

Through a subsidiary known as Atlas Copco Compressor International N.V. (“ACCI”), Atlas sold 
approximately $30.2 million of primarily air compressors and spare parts for air compressors to 
the Government of Iraq under the Programme.  These products were sold from 1997 to 2003 to 
the Ministries of Agriculture, Electricity, Health, Housing, Industry, Interior, Irrigation, and Oil, 
and to the Municipality of Baghdad.642  

For its sales in Iraq, Atlas used the services of a sales agent.  For its services, Atlas’s sales agent 
was paid a commission that was calculated as a percentage over Atlas’s total contract value.  Half 

                                                      

641 Geert Follens, Hans Sandberg, Alex Bongaerts interview (Sept. 26, 2005) (hereinafter “Atlas 
interview”).  Mr. Follens is President of Atlas Copco Airpower N.V.; Mr. Sandberg is Senior Vice 
President and General Counsel for Atlas Copco AB; and Mr. Bongaerts is Vice President for Finance and 
Administration of Atlas Copco Airpower N.V.  Ibid.; see also Atlas Copco, “Atlas Copco’s organization,” 
http://www.atlascopco.com/acgroup/acgroup.nsf/docs/organization (discussing Atlas Copco’s corporate 
structure).  References to “Atlas” herein also include Atlas Copco Compressor International N.V. 
642 Committee humanitarian company table, COMM nos. 5, 60, 169, 559, 577, 589, 3499, 4380, 4456, 
4757, 50106, 50438, 50439, 50688, 50786, 50873, 50935, 53091, 53375, 53412, 53416, 53510, 501034, 
6015659, 601570, 601687, 601891, 630068, 630807, 630808, 630809, 630810 630966, 63100, 631021, 
631061, 700524, 700563, 701366, 701851, 701867, 702195, 702196, 702307, 702356, 730059, 730151, 
730205, 730272, 730273, 730277, 730481, 730552, 730554, 730623, 730864, 730870, 731020, 800890, 
800996, 801038, 801448, 801449, 801755, 801855, 801965, 802004, 802034, 802248, 802391, 802678, 
830053, 830061, 830072, 830079, 830095, 830098, 830101, 830504, 830505, 830556, 830731, 830807, 
901158, 901262, 930064, 930066, 930496, 1000230, 1030544, 1101459, 1130056, 1200082, 1230241, 
1230397, 1230487. 
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of this commission was paid when Atlas’s sales agent placed an order with Atlas, and the 
remaining half was paid upon final invoicing from Atlas to the Government of Iraq.643 

Atlas concluded its first agency agreement with its sales agent in April 1999.  The initial 
agreement authorized the agent to “collect enquiries, submit Atlas quotations, accept orders, [and] 
sign contracts in accordance with submitted quotations.”  However, by e-mail to Atlas’s sales 
agent in April 2001, the General Manager of ACCI stipulated that pro forma invoices could be 
issued only by ACCI in Belgium or by “Mr. Antoine Santiago as a representative of ACCI, 
authorized by ‘Power of Attorney’ to sign official documents.”644 

In April 2000, Mr. Santiago signed a contract with the Ministry of Oil, on Atlas’s behalf, to 
furnish machinery and equipment for a price of €377,434.  Mr. Santiago’s signature appears in 
the contract alongside the title “Regional Manager” and also in the pro forma invoice that was 
submitted for approval through the Belgian Mission to the United Nations.645 

The contract includes a line-item for “after-sales-service” in the amount of €34,320.  As discussed 
earlier, under the Programme’s rules, such a provision could be included in a goods contract only 
if the company itself were providing the after-sales service and not simply paying the money to 
Iraq.  When this contract was submitted for United Nations approval, OIP’s contract review office 
noticed the provision and wrote to Atlas, in March 2001, asking whether the after-sales services 
actually would be provided.  Atlas sent a reply letter in April 2001, stating that “[a]n Atlas Copco 
engineer will visit the customer” to install the equipment, that the engineer “is part of Atlas 
Copco’[s] staff pool,” and that “[p]ersonnel are traveling in Iraq to complete these services.”  
Atlas submitted an amended pro forma invoice to reflect that the company would be providing 
this service.646 

Yet, by the time Atlas sent this letter to the United Nations, Atlas long had since committed—
through a side agreement signed together with the underlying contract—to pay the Ministry of Oil 
a total of €34,320, which was dubbed as a fee for “after sales service.”  This was precisely the 

                                                      

643 Atlas interview; Atlas letter to the Committee (Sept. 13, 2005).  Although the name of the agent is 
known to Atlas, the Committee does not disclose the sales agent’s name because he lives in Iraq and has 
stated safety concerns (unrelated to Atlas) if his name were publicly disclosed. 
644 Atlas interview; Atlas and Atlas’s sales agent representation agreement (Apr. 1, 1999); Jean-Pierre 
Fauque e-mail to Atlas’s sales agent (Apr. 2, 2001). 
645 Programme contract, COMM no. 830079 (Dec. 24, 2000); Atlas pro forma invoice, COMM no. 830079 
(Dec. 24, 2000).   
646 Programme contract, COMM no. 830079, para. 3(b) (Dec. 24, 2000); OIP letter to Atlas (Mar. 1, 2001); 
Atlas Copco fax to OIP (Apr. 4, 2001).  In contrast to Atlas’s representation to OIP that “an Atlas Copco 
engineer” of “Atlas Copco’[s] staff pool” would perform the start-up activity, Atlas Copco’s President 
more recently has advised the Committee that “service” in Iraq was performed by Atlas’s sales agent, and 
“it must be stressed that Atlas Copco did not have any staff in Iraq for the purpose of carrying out any 
activities in the areas of start up, commissioning, training, etc.”  Atlas letter to the Committee (Sept. 13, 
2005). 
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amount stipulated as an after-sales-service fee in the contract submitted to the United Nations.  
Consistent with Iraq’s general policy of requiring contractors to agree to ten percent kickbacks 
and then adding this amount to contract prices submitted for United Nations approval, the amount 
of €34,320 represented approximately ten percent of the contract price (€377,434), when reduced 
by the amount of the kickback.   

The side agreement—signed by Antoine Santiago as Atlas’s “Regional Manager” and bearing 
Atlas’s logo and seal—is reproduced below:647 

 

Figure: Company side agreement, COMM no. 830079 (Apr. 7, 2000). 

Records obtained from Iraq reflect many more side payment agreements for Atlas contracts.  
Some are signed by Mr. Santiago; others are signed by Atlas’s sales agent or one of the agent’s 
employees on behalf of Atlas.648   

                                                      

647 Company side agreement, COMM no. 830079 (Apr. 7, 2000). 
648 Company side agreements, COMM nos. 731020 (undated), 830053 (Nov. 7, 2000), 830061 (undated), 
830072 (undated), 830079 (Apr. 7, 2000), 830098 (undated), 830505 (Apr. 7, 2001), 830731 (undated), 
830807 (undated), 930064 (May 17, 2001), 930066 (undated), 1230241 (May 12, 2002), 1030544 (Oct. 28, 
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In addition to these side agreements, bank records from an Iraqi-controlled account at the 
Housing Bank of Trade and Finance reflect six deposit receipts referencing kickback payments 
for Atlas contracts.649  On the basis of these agreements, as well as payment data spreadsheets 
from various Iraqi ministries that reflect amounts levied and paid for some of Atlas’s contracts, 
the Committee calculates that more than $1.3 million in after-sales-service fees and an 
undetermined amount in inland transportation fees was paid to the Government of Iraq in 
connection with Atlas contracts under the Programme.650 

Atlas has advised the Committee that “[n]either [Atlas] Airpower nor ACCI have ever paid any 
commission to an Iraqi end-customer.”  Atlas has stated also that the side letters “were not known 
by [Atlas] Airpower or ACCI prior to your communication” and that “the agent” had not been 
granted the authority to sign the side agreements.  Atlas has contended further that “none of [its 
Atlas] companies made any payments whatsoever to the Government of Iraq in connection with 
the Programme.”651 

When asked about Mr. Santiago, Atlas company officials stated that the company had employed 
him for many years until 1999, when he began working for Atlas’s sales agent, before retiring in 
2003.  Therefore, according to Atlas, at the time that Mr. Santiago signed contracts and side 
agreements as “Regional Manager” for Atlas, he in fact was an employee of Atlas’s sales agent.  
Despite the Committee’s request, Atlas has not provided documents to the Committee clarifying 
Mr. Santiago’s employment status and has not furnished any contact information for Mr. 
Santiago.652 

                                                                                                                                                              

2001), 1030566 (Nov. 7, 2001), 1130230 (May 12, 2002), 1230397 (Nov. 7, 2001), 1230487 (Apr. 29, 
2001), 1230687 (Dec. 10, 2002), 1230688 (undated). 
649 Iraq officials interviews; Housing Bank for Trade & Finance record, Iraqi-controlled account, deposit 
receipts (Dec. 24, 2002) (deposit of €17,066 corresponding to COMM no. 830056), (June 19, 2002) 
(deposit of €38,000 for COMM no. 930496), (Dec. 12, 2002) (€35,000 for COMM no. 830098 and 
English-language notation “atlas cop co” on deposit receipt), (Jan. 9, 2003) (€5,377 for COMM no. 
1230241 and English-language notation “ATLAS COPCO” on deposit receipt), (Jan. 16, 2003) (€1,954 for 
COMM no. 930180 and English-language notation “ATLAS COPCO” on deposit receipt), (Nov. 27, 2002) 
(€83,226 for COMM no. 1030146 and English-language notation “atlascopco” on deposit receipt), (Jan. 9, 
2003) (€12,618 for COMM no. 1030826).  These deposit receipts do not reflect the COMM numbers 
assigned by the United Nations, but are linked to Atlas by reference to Atlas Copco’s name in the receipt, 
or by reference to the Iraqi-assigned contract number, or correlation with Iraqi ministry levy/payment data 
reflecting the deposit of specific amounts for Atlas contracts to the Housing Bank.  
650 Committee humanitarian kickback table, COMM nos. 631061, 701851, 702196, 702356, 730554, 
730864, 730870, 731020, 800890, 800996, 801449, 801755, 801855, 801965, 802004, 802034, 802248, 
802391, 802678, 830053, 830061, 830072, 830079, 830095, 830098, 830101, 830504, 830505, 830556, 
830731, 830807, 901158, 901262, 930064, 930066, 930496, 1000230, 1130056, 1200082, 1230241. 
651 Atlas letters to the Committee (Sept. 12 and Oct. 14, 2005).   
652 Atlas interview. 
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Atlas further advised the Committee that, in June 2000, its agent requested in writing that Atlas 
increase the agent’s commissions by ten percent.  Atlas’s sales agent based this request on the 
need for additional funds to cover service, installation, start up, training, and after-sales repairs.  
In response to the agent’s request, Atlas agreed to increase its agent’s commissions “depending 
on the profit reached on a deal.”  When interviewed, Atlas stated that the company was not aware 
of what was going on and that, in hindsight, it should have looked more closely at this matter.653  

When the Committee first interviewed Atlas’s sales agent, he claimed that the after-sales-service 
fees were levied for actual service and support and that the numerous companies that he 
represented in Iraq, such as Atlas, believed they were paying for legitimate after-sales services to 
be performed by a private company known as the “Industrial Services Company.”  Three days 
later, the Committee again interviewed Atlas’s sales agent.  At this time, he acknowledged that all 
his clients knew money was being paid to the Government of Iraq: “Nobody can say they didn’t 
know it.  Everybody knew.  I always discussed [this] with companies.”  He explained that side 
letters were prepared for companies, and the companies added the kickbacks to what they paid 
him as commissions.  He reiterated that he never agreed to pay the fee to Iraq without the 
knowledge of his client company.654 

In summary, based on available evidence, approximately $1.3 million in the form of after-sales-
service fees and an undetermined amount in inland transportation fees was paid in connection 
with Atlas’s contracts under the Programme.  Atlas denies that it knew of these payments.  The 
degree of its knowledge is unclear.  As an initial matter, the kickbacks were known to Mr. 
Santiago, who—regardless of his formal employment status—was explicitly authorized by Atlas 
to enter into contracts in its name.  Although Atlas’s sales agent said that Atlas knew of the 
kickbacks, the agent has not specified the Atlas employees with whom he discussed the matter.  
The Committee does not have evidence that other persons at Atlas—beyond Mr. Santiago—knew 
of the kickback payments to the Iraqi regime.  Moreover, Atlas stated that its sales agent 
presented his request for higher commissions as based on genuine increases in costs. 

                                                      

653 Ibid. 
654 Atlas sales agent interviews (Sept. 26 and 29, 2005).  The Atlas sales agent further explained that a 
ministry sometimes exempted a company from making the ten percent payment—for example, if the 
company was the sole supplier of particular goods or the goods were urgently needed.  Without identifying 
with whom he spoke at Atlas, Atlas’s sales agent stated that he discussed this exemption with Atlas and that 
Atlas believed it should qualify for an exemption because it separately paid its agent for what it believed to 
be after-sales services.  Atlas’s sales agent stated: “Our staff would go to the ministry every time” to ask for 
an exemption, and “Atlas Copco expected this.”  Ibid. 
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B. DAIMLERCHRYSLER AG 
DaimlerChrysler is a global German car manufacturer of both commercial and personal vehicles 
and trucks.  The company resulted from a 1998 merger between the German- and American-
based companies Daimler-Benz AG and Chrysler Corporation.655  

During the Programme, DaimlerChrysler had four direct contracts with the Government of Iraq 
that were submitted to and approved by the United Nations.  These contracts were for the supply 
of vehicles and spare parts to the Ministry of Oil and the State General Automobile and 
Machinery Company.  In total, DaimlerChrysler received about $5.2 million dollars for these 
contracts.656 

One of DaimlerChrysler’s contracts was to furnish to the Ministry of Oil a Mercedes mobile box 
truck—the equivalent of an armored van.  The stated purpose for this purchase was to allow the 
Ministry of Oil to transport money from banks to its offices.  The contract for this purchase was 
signed in Baghdad on July 8, 2001, on behalf of DaimerChrysler, by Wolfgang Denk, who was 
identified by his signature on the contract as “Area Manager.”657 

                                                      

655 See DaimlerChrysler, “DaimlerChrysler – Home,” http://www.daimlerchrysler.com (linking to 
information on the “Company at a Glace” and its “Heritage”). 
656 Committee humanitarian contractor table and TaR, COMM nos. 50664, 50952, 830815, 930572; see 
also DaimlerChrysler e-mail to the Committee (Sept. 20, 2005) (listing nine “indirect” transactions 
involving third-party sales of DaimlerChrysler products to the Government of Iraq).  The Committee does 
not have evidence that DaimlerChrysler was responsible for any illicit payments made in connection with 
the nine “indirect” contracts that it has identified to the Committee.  
657 Programme contract, COMM no. 830815 (July 8, 2001); OIP customs report, S/AC.25/2001/986/ 
COMM.830815 (Oct. 30, 2001). 
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Figure: Programme contract, COMM no. 830815 (July 8, 2001) (signature block). 

At the time, Mr. Denk worked in Stuttgart, Germany as Area Sales Manager for the 
DaimlerChrysler Overseas Department.  He had worked for the company since 1975, including in 
the Middle East and for several years during the 1980s in Iraq.  In 1997, he moved back to 
Germany and assumed responsibility in the DaimlerChrysler Overseas Department for sales in 
Jordan and other Middle Eastern countries.658   

In 1998, with the Programme already in progress, Mr. Denk traveled to Baghdad—where 
DaimlerChrysler maintained a service office—and resumed DaimlerChrysler’s business in Iraq.  
He soon learned, however, that Iraq had blacklisted DaimlerChrysler from receiving Programme 
contracts because DaimlerChrysler had filed a pending claim against Iraq with the United Nations 
Compensation Commission (“UNCC”) for compensation arising from damage caused by Iraq 
during the first Gulf War.  In order to clear the way for DaimlerChrysler to seek contracts from 
Iraq, senior company management decided in 2001 to withdraw DaimlerChrysler’s UNCC claim.  
Mr. Denk continued to work at DaimlerChrysler’s office in Germany, but traveled to Iraq on 
company business two or three times per year from 1998 to 2002.  This travel included a trip in 
July 2001—when he signed the contract for DaimlerChrysler to sell a mobile box truck.659   

                                                      

658 Wolfgang Denk and Gert Uebel interview (Sept. 27, 2005).  Mr. Uebel was Mr. Denk’s supervisor.  
Ibid. 
659 Ibid.; Eric Jonscher interview (Oct. 18, 2005) (describing Wolfgang Denk’s authority to sign contracts 
on behalf of the company and the company’s decision to withdraw its UNCC claim).  Mr. Jonscher is 
President of DaimlerChrysler Overseas.  OLA letter to UNCC (May 27, 1999) (attaching “E” Claims-
Withdrawal Requests as of April 1998).  Although Mr. Denk recalled that the company did not withdraw its 
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As reflected in records obtained from Iraq, Mr. Denk also signed a side agreement in connection 
with this contract for DaimlerChrysler to pay the Ministry of Oil ten percent of the contract’s 
value—specifically, 13,589 German deutsche marks (“DM”).  This side agreement was signed on 
June 28, 2001—ten days before the date of signature appearing on the official contract submitted 
for United Nations approval:660 

 

Figure: Company side agreement, COMM no. 830815 (June 28, 2001). 

The above side agreement indicated a contract price of DM135,895.  However, consistent with 
the practice of inflating official contract prices to account for kickback payments, the contract and 
pro forma invoice submitted for United Nations approval reflected a price of DM149,484.50—
corresponding to the pre-kickback contract amount of DM135,895 plus the kickback amount of 
DM13,589.50.661 

As noted, the Committee obtained this side agreement from the Government of Iraq.  For its part, 
DaimlerChrysler did not disclose this agreement or any documents in response to the 

                                                                                                                                                              

claim until 2001, United Nations records reflect that DaimlerChrysler sought to withdraw its claim in 1998.  
Wolfgang Denk and Gert Uebel interview (Sept. 27, 2005); OLA letter to UNCC (May 27, 1999).   
660 Company side agreement, COMM no. 830815 (June 28, 2001) (bearing Iraq contract no. SADOP/08/66, 
which appears both on the official contract and the pro forma invoice prepared on Mercedes-Benz 
letterhead, signed by Mr. Denk, and submitted to the United Nations for approval); Programme contract, 
COMM no. 830815 (July 8, 2001); DaimlerChrysler pro forma invoice (Oct. 3, 2001) (“Ref. Enq. No. 
SADOP/08/66”).  
661 Programme contract, COMM no. 830815 (July 8, 2001); DaimlerChrysler pro forma invoice (Oct. 3, 
2001) (“Ref. Enq. No. SADOP/08/66”). 
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Committee’s request for documents, including any documents reflecting kickbacks paid to the 
Iraqi regime.662 

The kickback ultimately was paid by bank wire transfer to an Iraqi-controlled account at the 
Housing Bank for Trade and Finance in Jordan.  Housing Bank records reflect a payment of 
€6,950 on December 19, 2002.  Bank records further reflect a source bank account for the 
payment at Banque Cantonale de Fribourg in Switzerland for an account controlled by an attorney 
and associates of Hussam Rassam—a former sales agent for Mercedes-Benz in Iraq.  During the 
Programme, Mr. Rassam operated various service centers for Mercedes-Benz vehicles in Iraq.663 

The Swiss bank record reflects that the account was opened in 1999 by Azar Bawwab.  When 
interviewed, Mr. Bawwab stated that he was previously the Mercedes-Benz representative in 
Jordan, Lebanon, and Palestine.  He knew Hussam Rassam for many years as the Mercedes-Benz 
sales agent in Iraq.  Mr. Bawwab stated that he was asked by Mr. Rassam to open the account, 
and it was Mr. Bawwab’s understanding that the purpose of the account was to conduct business 
between Mercedes and Iraq under the Programme, including illegal payments to Iraq.  Mr. 
Bawwab was not familiar with the payment of €6,950 in December 2002.664 

Although Mr. Bawwab asserted that the source of funds in this account were from 
DaimlerChrysler, it is not possible to determine from the bank record the source of funds that 
were used for the kickback payment.  This account was not very active in terms of number and 

                                                      

662 Nor has DaimlerChrysler responded to the Committee’s request for copies of any corporate policies, 
instructions, or other communications regarding illegal payments in connection with the Programme or 
DaimlerChrysler’s business in Iraq.  Committee letter to DaimlerChrysler (Sept. 21, 2005) (requesting such 
information).  The President of DaimlerChrysler Overseas has advised that it was against the company’s 
policy to make payments to the Government of Iraq for any reason.  Eric Jonscher interview (Oct. 19, 
2005).  To date, there is no proof of such policy or that it was communicated in a meaningful manner to 
DaimlerChrysler representatives in Iraq. 
663 Housing Bank for Trade & Finance record, Iraqi-controlled account, deposit receipt (Dec. 19, 2002) 
(involving a payment of €6,950, corresponding to DM13,593, or $7,134 as of December 19, 2002); 
Committee humanitarian kickback table, COMM no. 830815 (showing a payment of €6,950, corresponding 
to $7,134 as of December 19, 2002); OANDA, “Currency Converter,” http://www.oanda.com (converting 
euros to DM and USD as of December 19, 2002); Wolfgang Denk and Gert Uebel interview (Sept. 27, 
2005) (including the explanation of DaimlerChrysler attorney Rene von Samson-Himmelstjerna, 
accompanying the interview of Wolfgang Denk and Gert Uebel, that Mr. Rassam was distributor/agent for 
DaimlerChrysler in the early 1990s); Banque Cantonale de Fribourg record, debit advice (Dec. 18, 2002) 
(reflecting transfer of funds to Housing Bank account); Eric Jonscher interview (Oct. 19, 2005) (describing 
Mr. Rassam’s operation of service centers during Programme); Azar Bawwab interview (Oct. 17, 2005) 
(identifying other account holders, including Ronald Farage as a business advisor for Hussam Rassam and 
Louay Rassam as the son of Hussam Rassam). 
664 Azar Bawwab interview (Oct. 17, 2005).  Mr. Bawwab further stated that he is involved in litigation 
against Mr. Rassam.  Ibid.; see also Eric Jonscher interview (Oct. 19, 2005) (stating that Azar Bawwab had 
worked for Mercedes distributorship in Jordan). 
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size of transactions; it has not been determined that other payments to or from this account 
involved illicit funds. 

Mr. Bawwab identified two of the three names that appear as signatories on the account: Ronald 
Farage as Mr. Rassam’s accountant and Louay Rassam as Mr. Rassam’s son.  The third account 
holder, Jacques Buchi, has identified himself as Mr. Rassam’s attorney in Fribourg.  Mr. Buchi 
advised that Mr. Rassam would not consent to be interviewed.  According to Mr. Buchi, Mr. 
Rassam denied involvement in transactions under the Programme.  Mr. Buchi further stated his 
own understanding that the payment of €6,950 was a commission that had nothing to do with the 
Programme.  Mr. Buchi disclaimed having personally authorized the transaction and said he 
could not comment on who did as this was subject to attorney-client privilege.665 

When interviewed, Mr. Denk remembered negotiating and signing the contract for the mobile box 
truck.  He stated that he had heard rumors that Iraq was requiring vendors to make side payments 
in the form of after-sales-service fees.  However, when he was shown the side agreement 
obtained from Iraq and signed in his name, he stated that he could not remember this 
agreement—though conceding that the signature appeared to be his.  Mr. Denk stated that it was 
possible that he signed the document not understanding what he had signed.  When asked whether 
he knew Mr. Rassam, Mr. Denk stated that he had met him several times on a friendly basis, 
twice in Stuttgart, Germany and also in Baghdad.666 

Further records obtained from the Ministry of Oil reflect that Mr. Denk signed two more side 
agreements with entities of the Government of Iraq.  Mr. Denk agreed on behalf of 
DaimlerChrysler to pay €39,384 to the Iraqi Gas Filling Company and €47,460 to the Oil 
Products Distribution Company:667 

                                                      

665 Azar Bawwab interview (Oct. 17, 2005); Jacques Buchi interviews (Sept. 26 and Oct. 18, 2005). 
666 Wolfgang Denk and Gert Uebel interview (Sept. 27, 2005). 
667 Company side agreements, Iraq contract nos. GF/09/43 (undated), SADOP/09/36 (July 3, 2001).  These 
contracts were never executed or assigned official United Nations COMM numbers.   
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Figure: Company side agreements, Iraq contract nos. GA/09/43 (undated), SADOP/09/36 (July 3, 2001).  

When Mr. Denk was shown these two additional side agreements, he stated again that the 
signatures appeared to be his, but he questioned their authenticity, claiming that “you can do 
funny things with a computer.”  DaimlerChrysler, however, has not challenged the authenticity of 
these side agreements, and neither Mr. Denk nor DaimlerChrysler have offered any basis to 
believe that Mr. Denk did not know what he was signing.668 

For these two side agreements, however, the underlying contracts for the sale of DaimlerChrysler 
goods do not appear among the OIP records.  The Committee has no additional information or 
evidence that the agreed-upon payments were made.  Nor does the Committee have evidence of 
side payments in connection with DaimlerChrysler’s three other contracts with Iraq under the 
Programme.669 

                                                      

668 Wolfgang Denk and Gert Uebel interview (Sept. 27, 2005). 
669 In addition, two DaimlerChrysler contracts preceded the time when Iraq imposed its broad kickback 
policy.  Programme contracts, COMM nos. 50664 (Feb. 22, 1999), 50952 (Feb. 22, 1999).  Furthermore, 
the DaimlerChrysler contract was not executed until after the spring of 2003 and was reduced by ten 
percent.  Programme contract, COMM no. 930572 (undated); Programme contract amendment, COMM no. 
930572 (Oct. 7, 2003); Peter Waskonig, Gerd Kenner, and Thomas Laubert interview (Aug. 4, 2005) 
(containing comments of three DaimlerChrysler employees); Wolfgang Denk and Klaus Euler interview 
(Sept. 27, 2005). 
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Mr. Denk’s immediate supervisor has advised the Committee that he had heard rumors of the 
Iraqi regime requiring side payments for after-sales-service fees, but he had not seen the side 
agreements that were signed in the name of Mr. Denk.  The President of DaimlerChrysler 
Overseas stated that he did not know of side payments made by the company to the Government 
of Iraq and said that he did not recognize the side agreements signed by Mr. Denk.  The 
Committee does not have evidence that other employees of DaimlerChrysler were aware of or 
authorized Mr. Denk’s side agreements.670 

DaimlerChrysler has written to the Committee to suggest that it did not “knowingly” pay a 
kickback because Mr. Denk “expressed his confusion about the program’s rules and regulations” 
and did not remember signing the letters.  However, DaimlerChrysler did not dispute that Mr. 
Denk signed the side letters and does not suggest a basis for him to have been confused about the 
sanctions rules.  DaimlerChrysler also questioned “whether the Committee has sufficient 
evidence to impute Mr. Denk’s knowledge and actions to DaimlerChrysler.”  However, Mr. Denk 
held a managerial position and, as the President of DaimlerChrysler Overseas made clear, he was 
authorized to sign sales contracts on the company’s behalf in Iraq.671 

In summary, based on the available evidence, DaimlerChrysler knowingly made or caused to be 
made a kickback payment of approximately €6,950 (about $7,134) to the Government of Iraq 
outside the Programme and in violation of the United Nations sanctions against Iraq.  Although 
the Committee does not have evidence that other persons at DaimlerChrysler knew of this 
kickback payment, the payment was known to Wolfgang Denk who, as Area Sales Manager, held 
a managerial position with the company at its office in Germany.  Mr. Denk further signed two 
more side agreements to pay more than €80,000 in kickbacks, relating to anticipated but 
unexecuted Programme contracts for which no payment appears to have been made.   

C. MALONEY INDUSTRIES INC. 
Maloney Industries (now known as “Hanover Canada Corporation”) is a Canadian company that 
designs and manufactures production equipment for the oil and gas industry.  Among such 
products are skids for oil production and testing the potential of oil wells.672 

In January 2001, Maloney executed a contract with the Iraqi Ministry of Oil to sell a set of four 
well potential testing skids for DM2,359,837.  The invoice adjoining the contract reflected two 

                                                      

670 Wolfgang Denk and Gert Uebel interview (Sept. 27, 2005).   
671 DaimlerChrysler letter to the Committee (Oct. 14, 2005); Eric Jonscher interview (Oct. 18, 2005). 
672 Hanover Compressor Company e-mail to the Committee (Oct. 21, 2005); Dean Poohachow interview 
(Oct. 20, 2005); Mike McCarthy interview (Oct. 4, 2005); Schlumberger, “Oilfield Glossary,” 
http://www.glossary.oilfield.slb.com/search.cfm (containing a definition of “skid”).  Mr. Poohachow was 
formerly a project manager at Maloney, and Mr. McCarthy is presently the Director of Manufacturing of 
Hanover Canada Corporation, which is a subsidiary of Hanover Compressor Company of the United States.  
Dean Poohachow interview (Oct. 20, 2005); Mike McCarthy interview (Oct. 4, 2005). 
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price components: an equipment price of DM2,145,307 plus a ten percent charge of DM214,530 
for “supervision, testing & commissioning.”673 

Maloney’s contract was signed on its behalf by Dr. A. Hamid Majid, an oil industry consultant 
with extensive experience in the Iraqi oil industry.  Dr. Majid was not an employee of Maloney.  
Rather, he furnished services to Maloney pursuant to a consultancy agreement.674  Within a few 
weeks after signing the contract with Iraq on behalf of Maloney, Dr. Majid entered into two 
follow-up contracts with Maloney, namely: (1) a contract to receive a 7.2 percent commission 
from Maloney upon payment to Maloney by the United Nations for the equipment component of 
the contract; and (2) a contract delegating to Dr. Majid the responsibility to fulfill Maloney’s 
contractual obligation “to conduct the supervision, testing, and commissioning part of the [Iraq] 
contract.”  With respect to this second contract, Maloney agreed to furnish the services of an 
engineer for the commissioning process, but Dr. Majid otherwise was responsible for “all the 
facilitation aspects in Iraq which include the approval of the completion of the commissioning by 
[the South Oil Company] and the UN representative in Iraq.”675 

After Maloney’s contract with Iraq was submitted for United Nations approval, OIP’s Contracts 
Processing Section wrote to Maloney, inquiring about the nature of and arrangements for the 
“supervision, testing and commissioning” specified in the contract.  On July 23, 2001, Maloney’s 
project manager replied to OIP, indicating that this contract component would involve two 

                                                      

673 Programme contract, COMM no. 730924 (Jan. 3, 2001) (containing an invoice dated December 10, 
2000).  In addition, Maloney Industries (France) S.A.—a Maloney foreign affiliate—previously executed a 
contract during Phase IV of the Programme to sell SOMO approximately $6.1 million of oil production 
equipment.  Committee humanitarian contractor table and TaR, COMM no. 464. 
674 Programme contract, COMM no. 730924 (Jan. 3, 2001) (involving Maloney and signed by Dr. Majid); 
Hamid Majid e-mail to the Committee (Oct. 12, 2005) (noting his industry experience, particularly in 
relation to Iraq, and noting his work through “[m]y company, Canadian International Petroleum 
Consultants Ltd,” since 1995, on behalf of another company as “a special consultant to conduct technical 
and legal negotiations with the Iraqi Ministry of Oil on Production Sharing Contract on several oil field 
developments in Iraq”); see also CWC Group, “The Rehabilitation and Development of Iraq’s Petroleum 
Sector,” http://www.thecwcgroup.com/UserFiles/Con_File/Iraqfinal.pdf (providing a brochure for a 
conference in Geneva in October 2003 that featured Dr. Majid as a panelist on the topic of “Legal and 
Contractual Aspects Affecting Investments” and also featured panels including the Chief Executive Officer 
of the Iraqi Ministry of Oil and several senior representatives of the Iraqi Ministry of Oil); Hanover 
Compressor Company record, Maloney consultancy agreement with Global Business Group Inc. (May 12, 
1998) (signed by Dr. Majid); Hanover Compressor Company e-mail to the Committee (Oct. 14, 2005) 
(describing terms of Dr. Majid’s consultancy).  Dr. Majid’s consultancy expired in 2003, and he no longer 
furnishes services for Hanover Canada Corporation or Hanover Compressor Company.  Ibid.  A review of 
United Nations records reflects that Dr. Majid was associated with additional contracts under the 
Programme for companies other than Maloney.  Programme contracts, COMM no. 464 (Oct. 10, 1998), 
53310 (Mar. 24, 1999), 630836 (June 30, 2000), 730851 (July 2, 2000), 830884 (Aug. 9, 2001), 930223 
(May 23, 2001), 930591 (May 22, 2001), 1230057 (May 21, 2000) (involving other contractors under the 
Programme); SOMO sales contract, no. M/05/54 (Jan. 25, 1999). 
675 Hanover Compressor Company record, Maloney agreements with Hamid Majid (Feb. 5, 2001). 
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Maloney staff for a total of seventeen days with a “cost per man day” of “$ 1,500.00 USD plus 
expenses.”676 

In response to Maloney’s letter, OIP sent a follow-up request for a cost itemization of the 
“supervision, testing and commissioning” component of the contract.  Maloney replied that “we 
have re-evaluated the service requirement for the supervision, testing and commissioning” to 
require the services of three Maloney staff members for a total of forty-one man days—more than 
double the amount of expert labor that Maloney had identified in its previous letter.  Maloney 
included a chart detailing labor, travel, and other expenses, which totaled DM214,481—the 
designated cost for “supervision, testing and commissioning” in the contract.677 

As noted earlier in this Chapter, in cases where a humanitarian contractor agreed to furnish after-
sales-service in connection with its sale of goods to Iraq, OIP conditioned payment for the after-
sales-service component of the contract on authentication by Cotecna personnel that such services 
actually had been performed by the contracting company.  Maloney advised the United Nations 
that it understood this requirement.678 

The United Nations ultimately approved the contract, and Maloney’s goods entered Iraq on 
February 24, 2003.  On January 15, 2003, several weeks before these goods entered Iraq, Dr. 
Majid made a wire transfer of €109,688 (approximately $115,786), from the account of Canadian 
International Petroleum Consultants—a Canadian oil consulting company that he owned—to an 
Iraqi-controlled account at the Jordan Housing Bank of Trade and Finance.  This Housing Bank 
account, which was held in the name of two Iraqi government employees, frequently was used by 
the Iraqi regime for the collection of kickback payments from Programme contractors.  The 
amount wired was the equivalent of the amount that appeared on Maloney’s contract with Iraq as 
the purported cost that Maloney would incur for airfare, lodging, and labor to send personnel 
from Canada to Iraq to supervise, test, and commission the equipment after it arrived in Iraq.  
This demonstrates that the payment by Dr. Majid was not intended to cover the airfare and 
lodging for Canadian engineers, as was represented to the United Nations.679 

                                                      

676 Dean Poohachow letter to OIP Contracts Processing Section (July 23, 2001). 
677 Dean Poohachow letter to OIP Contracts Processing Section (Aug. 22, 2001).  Small discrepancies in 
the costs of “supervision, testing and commissioning” throughout 2001 were due primarily to currency 
exchange fluctuations. 
678 Dean Poohachow letter to OIP Contracts Processing Section (July 23, 2001). 
679 Cotecna authentication sheet, COMM no. 730924 (showing an inspection date of February 24, 2003); 
Iraq official interview (interview of one of the account holders describing the use of this account for receipt 
of contractor kickbacks); Housing Bank for Trade and Finance record, Iraq-controlled bank account, credit 
advice (Jan. 15, 2003) (translated from Arabic) (showing a deposit of  €109,688); Housing Bank for Trade 
and Finance record, Iraq-controlled bank account, SWIFT message (Jan. 15, 2003) (showing “Canadian 
International Petro” with a corporate address in Calgary, Canada, as the source of funds); OANDA, 
“Currency Converter,” http://www.oanda.com (converting  €109,688 to $115,786, or DM214,531, as of 
January 15, 2003). 
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When contacted by the Committee about this payment, Dr. Majid declined to be interviewed, but 
he responded by e-mail to written questions.  He admitted that he made the payment and claimed 
that it was “for the cost of commissioning and start up of the project.”  When asked about 
Maloney’s letters to the United Nations stating that the commissioning costs would be spent to 
send company personnel from Canada to Iraq, Dr. Majid replied: “I am not here to defend or to 
respond to what Maloney sent and/or did not send to the UN with reference to airfare from 
Canada and travel cost.”  According to Dr. Majid, he did not send “any note or form to the UN 
representing Maloney.”680 

With respect to why he made his payment to a bank account in Jordan in the name of two 
individuals, Dr. Majid stated that he had “no relationship” to the two individuals whose names 
appeared on the account.  He explained: “I received this account number from my contact (not an 
employee of the Ministry of Oil) in Iraq and on a piece of paper.”  Then, before making the 
payment, he “visited the Housing Bank for Trade and Finance in Amman to do [his] due 
diligence and to find out about the citizenship of the persons [naming the two names listed as 
account holders] and also whether or not this account was controlled by the Government of Iraq.”  
According to Dr. Majid, “I was told by the bank verbally that the Government of Iraq does not 
have any account at their bank.”  The bank would not identify the citizenship of the two persons 
whose names appeared as owners of the bank account.  Following this, according to Dr. Majid, he 
made the payment.681 

Although Dr. Majid has admitted to making the payment, Maloney has stated that it did not know 
he was doing so.  According to Maloney, it “did not authorize or finance, nor was it aware of, any 
payment by ‘Canadian International Petro’ . . . to any Iraqi-controlled bank account,” and 
“Maloney had no knowledge of improprieties in connection with this contract.”  When 
interviewed, Maloney’s project manager who corresponded with OIP concerning this contract 
stated that he was not aware of Dr. Majid’s payment to the Government of Iraq.682 

Maloney has stated further that its personnel never performed the anticipated commissioning 
services, because “military hostilities commenced before the supervision/testing/commissioning 
services could be rendered.”  Indeed, the United Nations contract file does not reflect any 
authentication of services by Cotecna and does not reflect that payment was requested by or made 

                                                      

680 Hamid Majid e-mails to the Committee (Oct. 12 and 24, 2005).   
681 Ibid.  In his most recent e-mail to the Committee, Mr. Majid reiterated that he was not aware that the 
recipient of the payment was the Government of Iraq.  Hamid Majid e-mail to the Committee (Oct. 24, 
2005). 
682 Hanover Compressor Company e-mail to the Committee (Oct. 14, 2005); Dean Poohachow interview 
(Oct. 20, 2005). 
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to Maloney for the after-sales-service component of the contract price.  In turn, both Maloney and 
Dr. Majid state that Maloney did not pay Dr. Majid for this service.683   

In summary, based on the available evidence, Dr. Majid knowingly paid a kickback of €109,688 
(about $115,786) to the Iraqi regime in connection with Maloney’s contract to furnish oil 
production equipment to Iraq.  The available evidence, however, does not reflect that Maloney 
financed this kickback payment or that Maloney’s officers or employees were aware of or agreed 
to the kickback payment made by Dr. Majid. 

D. SIEMENS COMPANIES 
Siemens AG of Germany is one of the world’s largest electrical engineering and electronics 
companies, with more than 400,000 employees across 190 countries and sales exceeding €75 
billion in its most recent fiscal year.  Siemens subsidiaries or affiliates that supplied Iraq with 
goods under the Programme included: (1) Siemens S.A.S. of France (“Siemens-France”); (2) 
Siemens Sanayi ve Ticaret A.S. of Turkey (also known as Simko Ticaret ve Sanayi and referred 
to herein as “Siemens-Turkey”); and (3) Osram Middle East FZE of the United Arab Emirates 
(“Osram-Middle East”).  These three companies collectively accounted for approximately $124.3 
million in Programme sales.  Most of these three companies’ contracts were with the Ministry of 
Electricity to provide electrical-related equipment such as switch gear, control protection and 
measuring systems, circuit breakers, transformers, and street lighting.684 

As discussed below, each of these Siemens-related companies paid kickbacks to the Iraqi regime 
in order to obtain Programme contracts.  These kickbacks are reflected in accounting records 
maintained by the Ministries of Electricity and Oil.  In addition, several of the kickback payments 
are corroborated by records independently obtained by the Committee from a bank in Jordan to 
which some of the kickback payments were made.   

                                                      

683 Hanover Compressor Company e-mail to the Committee (Oct. 14, 2005); TaR, COMM no. 730924 
(showing the disbursement of funds only for the equipment portion of contract); Hamid Majid e-mail to the 
Committee (Oct. 12, 2005).  
684 Siemens AG, “Global network of innovation,” http://www.siemens.com (providing a general corporate 
overview and website pages for Siemens’s operations throughout the world); see also Siemens, “Siemens 
France,” http://www.siemens.fr (providing information on Siemens’s French subsidiary); Siemens, 
“Siemens Türkiye,” http://www.siemens.com.tr (providing information on Siemens’s Turkish subsidiary); 
Committee humanitarian contractor table, COMM nos. 601701, 701256, 701411, 701532, 701696, 701844, 
701876, 701877, 702664, 801337, 801930, 802005, 802006, 802009, 802268, 802393, 901462, 1200846 
(involving payments of approximately $45 million to Siemens-France for eighteen Programme contracts); 
702892, 800589, 801171, 801541, 802070, 802073, 802330, 901471, 1000844, 1101329, 1102002, 
1200855, 1300342 (involving payments of approximately $77.8 million to Siemens-Turkey for thirteen 
Programme contracts); 730985, 701259, 730527, 730528, 730530, 830186, 901649, 930139 (involving 
payments of approximately $1.5 million to Osram-Middle East for eight contracts).  Osram Middle East 
FZE is a subsidiary of Osram GmbH, a German company that is owned by Siemens AG.  See Osram 
Middle East, “The Company,” http://www.osrammiddleeast.com/company/index.html.   
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For example, Siemens-France entered into a contract in November 2000 with the Ministry of 
Electricity to sell turbine system equipment and spare parts for €538,175.  This contract is 
reflected in the following approval request form that was obtained from the United Nations 
contract file:685 

 

Figure: Contract approval request, Iraq contract no. 5/2/1M/3684 (Nov. 9, 2000) (relating to COMM 
no. 801930). 

For purposes of obtaining United Nations approval of this contract, Siemens assembled a pro 
forma invoice itemizing each component and claiming that the “total value” of the goods sold 
was €538,175.686  In fact, the Ministry of Electricity’s records reveal that the contract price was 
purposely inflated.  As shown in the excerpt of the Ministry of Electricity’s records below, the 
contract price was derived by taking a pre-kickback contract “price” of €489,250 and then adding 
a ten percent charge for “services” of €48,925—resulting in a kickback-inflated price of 
€538,175, which then was submitted for United Nations approval:  

                                                      

685 Contract approval request, no. 5/2/1M/3684 (Nov. 9, 2000) (relating to COMM no. 801930). 
686 Ibid.; Pro forma invoice, purchase order no. 5/2/1M/3684 (Nov. 9, 2000). 
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Figure: Ministry of Electricity Excel spreadsheet (translated from Arabic) (excerpt) (relating to 
Siemens’s payment for Iraq contract no. 5/2/1M/3684). 

The Ministry of Electricity spreadsheet above further shows that the kickback for this contract 
was made in two payments—one for €5,000 and the other for €43,925—and that both payments 
were made “abroad.”  Although the Ministry’s record does not further reflect the location of these 
“abroad” kickback payments, the Committee has obtained a deposit record for €43,895 from a 
Ministry-controlled account at the Housing Bank for Trade & Finance in Amman, Jordan.  
Significantly, this deposit record notes reference number “3684”—corresponding to the last four 
digits of the contract number assigned by the Ministry for this transaction with Siemens-
France.687 

                                                      

687 Housing Bank for Trade & Finance record, Iraqi-controlled account, deposit receipt (June 5, 2002) 
(reflecting payment of €43,925 for “Source no. 3684”). 
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Figure: Iraqi-controlled account, deposit receipt (June 5, 2002) (translated from Arabic) (names of 
nominee bank account holders redacted) (reflecting payment of €43,925 for “Source no. 3684”). 

As discussed previously in this Chapter, Iraq commonly used bank accounts in Jordan to receive 
kickback payments.  These bank accounts were held in the names of individual nominees in order 
to disguise the government’s control of the accounts.  In the case of the Housing Bank account to 
which Siemens’s payments were made, two individual names appear on the account record.  The 
Committee has located and interviewed one of these persons (an Iraqi national whose name 
cannot be disclosed) and confirmed that person’s role as a nominee bank account holder on behalf 
of the Ministry of Electricity.  This person had responsibility for tracking kickback payments 
made for the benefit of the Ministry of Electricity.  When shown one of the bank deposit receipts 
for Siemens, this person confirmed that the receipt was authentic and that the funds had been 
brought to the Housing Bank by a Siemens employee in Jordan.688 

For Siemens-France, the Ministry of Electricity’s accounting spreadsheets reflect that the 
Ministry levied a total of $418,891 in after-sales service fees in connection with eleven contracts 
for Phases VII through XII.  The Ministry’s data further reflects $321,256 in actual payments 
from the amounts levied.  This information is partly corroborated by deposit records for four 

                                                      

688 Iraq official interview. 
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deposits to the Housing Bank in Jordan, totaling €104,735.  In addition, the Committee estimates 
that Siemens-France paid an undetermined amount in the form of inland transportation fees.689 

For Siemens-Turkey, the Ministry of Electricity’s accounting records reflect that the Ministry 
levied a total of more than $6.1 million in connection with twenty contracts for Phases VII 
through XIII.  The Ministry data shows actual payments of more than $1.2 million.  The 
Committee has obtained a Housing Bank deposit slip showing a $500,000 kickback payment—to 
an account controlled by the Iraqi regime—for one Siemens-Turkey contract under the 
Programme and also a Ministry of Electricity receipt for $20,000 in connection with the same 
contract.  In addition, the Committee estimates that Siemens-Turkey paid an undetermined 
amount in the form of inland transportation fees.690 

The Housing Bank deposit slips for both Siemens-France and Siemens-Turkey bear a depositor 
name of “Dikran Melkon Sarkis.”  The Committee has been unable to locate this person or obtain 
other identifying information.  Yet the appearance of the same name for both companies, and the 
fact that all contracts of Siemens-France and Siemens-Turkey were with a single Iraqi ministry, 
suggests a degree of coordination among these two Siemens subsidiaries. 

While Siemens-France and Siemens-Turkey did business with the Ministry of Electricity, Osram- 
Middle East entered into several contracts with the North Oil Company of the Ministry of Oil.  
The North Oil Company was one of the Iraqi entities that most commonly required that kickback 

                                                      

689 Committee humanitarian kickback table, COMM nos. 702664, 801337, 801930, 802005, 802006, 
802007, 802009, 802268, 802293, 901462, 1200846; Ministry of Electricity record, Spreadsheet data for 
COMM nos. 702664, 801337, 801930, 802005, 802006, 802009, 802268, 802293, 901462, 1200846; 
Housing Bank for Trade & Finance record, Iraqi-controlled account, deposit slips, COMM nos. 702664 
(June 5, 2002) (relating to Iraq contract no. 224-5/2/39/3647 and involving a €5,810 deposit for source 
number “3647”), 801337 (May 12, 2002) (relating to Iraq contract no. 31-5/2/1/3989 and involving a 
€50,000 deposit for source no. “3989”), 801930 (June 5, 2002) (relating to Iraq contract no. 34-
5/2/1M/3684 and involving a €43,925 deposit for source no. “3684”), 1200846 (Apr. 28, 2002) (relating to 
Iraq contract no. 210-5/2/39/85 and involving a €5,000 deposit for source no. “85”).  As noted elsewhere in 
this Chapter, kickback payments were made to a variety of bank accounts and sometimes directly to an 
Iraqi ministry.  Beyond the four Housing Bank deposit records for Siemens S.A.S., the Committee does not 
have third-party payment confirmation of the remaining kickbacks reflected as paid in the Ministry of 
Electricity’s records. 
690 Committee humanitarian kickback table, COMM nos. 702892, 800589, 801541, 801171, 802070, 
802073, 802330, 901471, 1000844, 1101329, 1102002, 1102013, 1200420, 1200519, 1200571, 1200572, 
1200574, 1200855, 1300342, 1300428; Ministry of Electricity record, Spreadsheet data for COMM nos. 
702892, 800589, 801541, 801171, 802070, 802073, 802330, 901471, 1000844, 1101329, 1102002, 
1102013, 1200420, 1200519, 1200571, 1200572, 1200574, 1200855, 1300428; Housing Bank for Trade & 
Finance record, Iraqi-controlled account, deposit slips, COMM no. 802073  (May 1, 2002) (translated from 
Arabic) (relating to Iraq contract 106-5/2/40/3813 & 38 and involving a €500,000 deposit and a memo 
noting: “The Turkish Company Simko for order 3813. Paid in full”); Ministry of Electricity record, 
payment receipt (Dec. 8, 2002) (translated from Arabic) (“We confirm receipt of $20,000, twenty thousand 
U.S. Dollars/price of first shipment Company SIMCO/Turkish for services after sales of order number 
3813.”).   
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side agreements be in writing.  The Committee has recovered from Iraqi files three signed side 
agreements by Osram-Middle East; each of these agreements is signed in the name of Wilfried 
Grunewald, Sales Manager.  According to Iraqi ministry data, Osram-Middle East paid a total of 
$85,673 of kickbacks in connection with six contracts under the Programme.  Furthermore, the 
Committee estimates that Osram-Middle East paid an undetermined amount in the form of inland 
transportation fees.691 

The Committee forwarded the kickback payment data and underlying ministry spreadsheet and 
bank deposit information to Siemens, requesting a response to this evidence suggesting that 
kickbacks were paid in connection with these contracts.  On October 2, 2005, Siemens’s chief 
compliance officer and representatives of Siemens-France advised Committee staff members that 
Siemens-France had conducted a review of its contracts, but could not identify evidence of illicit 
payments, including any evidence of payments to Jordan or Iraq.  Siemens stated that its own 
employees, not agents, conducted its business transactions in Iraq, but that the employees who 
had signed contracts for which there were payment confirmations from Housing Bank deposit 
records had left the company.692 

More recently, Siemens has advised the Committee by letter that “it cannot confirm the 
Committee’s allegations and we see the Committee’s conclusions regarding [Siemens-France, 
Siemens-Turkey, and Osram-Middle East] as . . . premature [and] unjustified.”  Siemens has not 
further substantiated its position to contradict the evidence of payments made in connection with 
its contracts.693 

In summary, based on the available evidence, three Siemens companies—Siemens-France, 
Siemens-Turkey, and Osram-Middle East—knowingly paid kickbacks on humanitarian kickbacks 
in violation of the rules of the Programme and the United Nations sanctions resolutions against 
Iraq.  The Committee calculates that these Siemens’s companies paid more than $1.6 million in 
after-sales-service fees and an undetermined amount in inland transportation fees. 

                                                      

691 Company side agreements, COMM nos. 730985 (Dec. 11, 2000), 830186 (Dec. 11, 2000), 930139 (Dec. 
11, 2000); Committee humanitarian kickback table, COMM nos. 730527, 730528, 730985, 830186, 
901649, 930139. 
692 Committee letter to Siemens AG (Sept. 26, 2005); Michael Fichtmueller, Albrecht E.H. Schafer, and 
Ludwig Hahn interview (Oct. 2, 2005).  Mr. Schafer is Vice-President of Compliance for Siemens AG; Mr. 
Fichtmueller is Director of Management of Siemens-France; and Mr. Hahn is Siemens-France’s Chief 
Financial Officer.  Ibid.  When the Committee requested an opportunity to interview a Siemens-France 
employee, Pascal Lullier, who signed contracts for Siemens, Siemens advised that Mr. Lullier was not 
longer employed by the company.  Ibid.  However, further independent inquiry by a Committee 
investigator disclosed that Mr. Lullier is presently an employee at another French office of Siemens-France.  
Pascal Lullier interview (Oct. 11, 2005) (confirming that he had worked for Siemens during the 
Programme).  Siemens now disputes that it told the Committee that Mr. Lullier had retired from Siemens.  
Siemens letter to the Committee (Oct. 19, 2005).  Siemens did not make Mr. Lullier available for interview. 
693 Siemens letter to the Committee (Oct. 17, 2005). 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 381 OF 623 

E. VOLVO CONSTRUCTION EQUIPMENT  
Volvo Group of Sweden describes itself as “one of the world’s leading manufacturers of heavy 
commercial vehicles and diesel engines.”  Among its business subsidiaries is Volvo CE, a large 
manufacturer and worldwide seller of heavy construction equipment vehicles, including 
excavators, haulers, wheel loaders, and motor graders.694 

Volvo CE sold approximately $11.8 million of equipment directly to Iraq under the Programme.  
In December 2000, Volvo signed its largest Programme contract for the sale of thirty-five wheel 
loaders to the Ministry of Housing and Construction for approximately €6.6 million.  The contract 
was signed in Baghdad on December 19, 2000 by Hakan Nirstedt, Volvo’s Marketing Director 
based at Volvo’s office in Eskilstuna, Sweden.695 

Two weeks after Volvo CE signed this contract, it announced its intention to do business with 
Iraq through a Jordanian agent rather than directly with Iraq.  Volvo CE’s President Rune 
Lundberg signed an “Authorization Announcement” appointing M/S International Engineering 
Group (“IEG”) of Jordan to act as “our sole distributor and consultant for the Iraqi market” and 
“authorized to bid and submit offers on our behalf, enter into contracts with Iraqi purchasers, 
supply spare parts to Iraq as well as handle all aftersales [sic] services.”696 

Volvo CE previously had secured five contracts under the Programme, and it is unclear why it 
chose this time to do its business through an exclusive arrangement with a Jordanian sales agent.  
This shift, however, occurred within a few months after Iraq started requiring its vendors to pay 
ten percent kickbacks.  Because Volvo CE has declined the Committee’s requests for information 
about its business dealings with Iraq under the Programme, the Committee does not have 
information on why Volvo CE decided to do business in Iraq under the name of an agent from 
Jordan.697 

                                                      

694 Volvo Group, “Volvo Construction Equipment,” http://www.volvo.com/group/global/en-
gb/Volvo+Group/our+companies/volvoconstructionequipment; Volvo Group, “A Group of High-Power 
Companies,” http://www.volvo.com/trucks/global/en-gb/aboutus/about_Volvo_group.  Volvo Group’s 
headquarters is in Sweden, and Volvo CE’s headquarters is in Belgium.  Contract documents reflect that 
Volvo’s business in Iraq was conducted from its office in Eskilstuna, Sweden.  See, e.g., Programme 
contracts, COMM nos. 630686 (Oct. 25, 1999), 702206 (July 22, 2000) (contracting with Volvo CE). 
695 Committee humanitarian contractor table and TaR, COMM nos. 630686, 630819, 701956, 702206, 
901216; Programme contract, COMM no. 901216 (Dec. 19, 2000) (originally assigned COMM no. 801979 
in Phase VIII and subsequently transferred to Phase IX and dated March 2, 2001) (noting on the original 
contract that it was “signed in Baghdad” by Hakan Nirstedt, Marketing Director, on behalf of Volvo).  
696 Rune Lundberg, “Authorization Announcement” (Jan. 1, 2001).  
697 In addition to the contract described above for thirty-five wheel loaders, Volvo entered into four more 
contracts with Iraq in Phases VI and VII of the Programme.  Committee humanitarian contractor table and 
TaR, COMM nos. 630686, 630819, 701956, 702206; Volvo e-mail to the Committee (Oct. 3, 2005) 
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In any event, on May 31, 2001, IEG signed a contract with the Ministry of Housing and 
Construction to sell ten Volvo CE wheel loaders and spare parts.  The contract documentation 
does not make clear who acted on behalf of IEG.698 

Banking records show that kickbacks were paid for both Volvo CE’s own contract to provide 
thirty-five wheel loaders and IEG’s contract to furnish ten more wheel loaders.  For Volvo CE’s 
contract, deposit records show, in early April 2002, two deposits totaling €346,248 (about 
$317,336) to Iraq’s Central Bank account at the Housing Bank for Trade and Finance in Amman, 
Jordan.  According to notations on the banking records, these transfers were made from the 
account of “Al-Adreesi for Engineering Consultancy” by “Khalil Yasr Hussein.”  Both credit 
advices to the Central Bank of Iraq’s account state that the transfer was on behalf of “the Swedish 
company Volvo Contract no. MHC/MOU/VIII/024/2000.”  This contract number is the same 
number that appears as the Iraqi-assigned contract number for the Volvo CE contract in the 
United Nations contract file.699 

Bank records for the IEG contract further show a kickback payment of €191,275 on March 20, 
2002.  Like the kickbacks paid for Volvo CE’s other contract, this payment was made from the 
“Al-Adreesi Center for Engineering Consultancy,” and the debit advice reflects that the 
transaction was made by “Mohammed Abdullah” of the “International Engineering Group.”700 

The Committee interviewed Mohammad Al-Farraj, the general manager of IEG.  Mr. Al-Farraj 
acknowledged Iraq’s ten percent kickback policy and that he personally paid kickbacks on behalf 

                                                                                                                                                              

(declining the Committee’s request for meetings with Volvo personnel familiar with Volvo’s business in 
Iraq under the Programme). 
698 Programme contract, COMM no. 1000400 (May 31, 2001). 
699 Housing Bank of Trade and Finance record, Al-Adreesi Center for Engineering Consultancy account, 
debit voucher (Apr. 8, 2002) (translated from Arabic) (debit of €146,248), Central Bank of Iraq account, 
credit voucher (Apr. 4, 2002) (translated from Arabic) (credit of €146,248), Al-Adreesi Center for 
Engineering Consultancy, account deposit form (Apr. 2, 2002) (translated from Arabic) (deposit of 
€200,000), Central Bank of Iraq account, credit voucher (Apr. 4, 2002) (translated from Arabic) (credit of 
€200,000); Programme contract, COMM no. 901216 (Dec. 19, 2000) (contract signed by Hakan Nirstedt 
and indicating Iraq contract no. MHC/MOU/VIII/024/2000); Volvo letter to 661 Committee (Jan. 19, 2000) 
(indicating Iraq contract no. MHC/MOU/VIII/024/2000); Committee humanitarian kickback table, COMM 
no. 901216 (noting payment of a $317,336 kickback on a levy of $555,397).  The Committee does not have 
further information concerning the identity of Khalil Yasr Hussein or Al-Adreesi Engineering Consultancy.  
Efforts to locate them in Jordan were unsuccessful. 
700 Housing Bank of Trade and Finance record, Al-Adreesi Center for Engineering Consultancy account, 
debit voucher (Mar. 20, 2002) (translated from Arabic) (debit of €191,275), Central Bank of Iraq account, 
credit voucher (Apr. 8, 2002) (translated from Arabic) (credit of €146,248); Committee humanitarian 
kickback table, COMM no. 1000400 (noting payment of a $163,884 kickback).  The debit advice is 
inscribed with the Iraqi-assigned contract number of “MHC/MOU/IX/146/2001,” which corresponds to the 
Iraqi-assigned contract number in the United Nations contract file for this contract.  Housing Bank of Trade 
and Finance record, Al-Adreesi Center for Engineering Consultancy account, debit voucher (Mar. 20, 
2002) (translated from Arabic); Programme contract, COMM no. 1000400 (May 31, 2001). 
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of Volvo CE.  According to Mr. Al-Farraj, Volvo CE was aware of everything, and no 
transactions were conducted without Volvo CE’s full knowledge.  Mr. Al-Farraj did not identify 
specific persons who knew at Volvo CE, and he did not furnish documents to the Committee.701 

IEG obtained three other contracts under the Programme, including one more involving Volvo 
CE equipment.  For these contracts (including the one with Volvo CE equipment), Iraqi ministry 
data reflects kickback payments.  However, the Committee does not have confirming bank 
transaction data for these payments.  Based on the timing of the contracts and Mr. Al-Farraj’s 
concession that IEG paid kickbacks, the Committee calculates that IEG paid kickbacks in total of 
about $580,000 for all three of these additional contracts.702 

As for the Volvo-related wheel loader contracts, the Committee contacted Volvo CE and 
disclosed the bank transaction information that is discussed above.  The Committee requested an 
opportunity to speak with relevant Volvo CE personnel concerning Volvo CE’s contracts under 
the Programme, its relationship with IEG and any payments made to it, and the evidence of 
kickbacks.  In response, Volvo CE denied having made any illicit payments, but declined to make 
witnesses, documents, or any other information available to the Committee.703 

In summary, based on the available evidence—and in light of Volvo CE’s decision not to furnish 
any contrary evidence—Volvo CE knowingly caused IEG to pay kickbacks in connection with 
Volvo CE’s contract to sell thirty-five wheel loaders under the Programme.  Based on the contract 
price, the bank record evidence of two payments totaling €346,248, and the known policy and 
practice to pay approximately ten percent of the pre-kickback-adjusted contract price, the 
Committee calculates that Volvo CE caused about $535,000 in kickbacks to be paid in connection 
with one of its own contracts and two IEG contracts as Volvo CE’s agent.  For its part, IEG paid 
kickbacks of more than $740,000 on four contracts, which included about $215,000 in kickbacks 
relating to two contracts involving Volvo CE equipment and sold by IEG as Volvo CE’s 
exclusive sales agent in Iraq. 

                                                      

701 Mohamed Al-Farraj interviews (Oct. 6-7, 2005).  Although the bank records indicate that the Volvo-
related kickbacks were made to a bank account in Jordan, Mr. Al-Farraj recalled that kickback payments 
for Volvo were made in cash directly to Iraqi ministries.  Ibid. 
702 Committee humanitarian contractor and kickback tables, COMM nos. 800838 (involving non-Volvo 
equipment and a projected kickback payment of $359,068, where no ministry or bank data is available), 
802522 (involving non-Volvo equipment, with bank deposit data showing a payment of €99,095 and a  
projected total kickback payment of $167,239 based on ministry levy amount), 901289 (involving the sale 
of three Volvo motor graders and spare parts, and a projected kickback payment of $54,028); see also 
Housing Bank for Trade and Finance record, Iraqi-controlled account, account deposit (Sept. 29, 2002) 
(deposit of €99,095 for Iraq contract no. 8/44/2000). 
703 Committee letters to Volvo (Sept. 21, 26, and 29, 2005); Volvo e-mail to the Committee (Oct. 3, 2005).  
Volvo not only refused to make its own present employees available, but also declined to allow the 
Committee to speak with its former employee, Hakan Nirstedt, who had stated that he would be willing to 
speak with the Committee if Volvo consented.   
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F. WEIR GROUP PLC 
Weir of Scotland in the United Kingdom is a large engineering services company that employs 
nearly 8,000 people and conducts business operations in numerous countries across the world.  In 
addition to one contract for Weir Engineering Services of the United Kingdom, Weir had two 
subsidiaries that participated in contracts under the Programme: WEMCO Envirotech Pump 
Systems (“WEMCO Envirotech”) of France and Weir Engineering Services Co. (“WESCO”) of 
the United Arab Emirates.  These two companies collectively accounted for $78.7 million in sales 
under the Programme to the North and South Oil Companies of the Ministry of Oil, as well as to 
the Baghdad Mayoralty.  The companies sold a variety of pumping equipment and spare parts 
generally related to water and sewage treatment plants, oil field water injection operations, and 
pipelines.704 

In July 2004, Weir issued a press release announcing that it had conducted an internal review of 
its Programme contracts and learned that “payments in addition to normal commissions were 
made to an agent acting on behalf of [Weir] Group subsidiaries.”  According to the press release, 
Weir’s contract prices were inflated “at the request of certain Iraqi customers” by a total of £4.2 
million and that “equivalent sums, in addition to normal commissions, were paid to [the] agent 
acting on behalf of Group subsidiaries.”  Weir’s press release further stated that the company’s 
“investigations have not been able to establish the ultimate recipients of the payments [made by 
Weir] to the agent,” and “[t]herefore the Group cannot rule out the possibility that sums [paid by 
Weir to the agent] may have been returned to Iraq.”705 

When contacted by the Committee, Weir explained that since 1987 it had worked through an 
agent in Baghdad.  According to Weir, this agent advised Weir in June 2000 that the Baghdad 
Mayoralty was requiring that ten percent be added to tendered contract prices.  Weir stated that it 
was “not prepared initially to alter the prices,” but then “[t]he impasse was resolved by [Weir’s] 
agent,” and Weir’s unnamed “representative” signed “a revised version of the contract which had 
been revised to increase the price by 10%.”  As a result, Weir “ultimately paid additional 
commission, on the instruction of its agent, to designated accounts in Switzerland.”  Weir further 
stated that “additional payments were made over a period from September 2001 to April 2004 on 
sixteen of Weir’s thirty-eight [Programme] contracts,” and “[t]hese sums amounted to circa 
£4.3m in total.”  According to Weir, the company was unable to establish the ultimate recipients 

                                                      

704 Weir Group PLC, “Weir Group Profile,” http://www.weir.co.uk; Weir Group PLC, “Press Release -- Oil 
for Food Programme Contracts” (July 22, 2004); Committee humanitarian contractor table and TaR, 
COMM nos. 50708 (involving Weir Engineering Services); 342, 343, 344, 3573, 53247, 53248, 53252, 
53494, 601561, 601632, 630970, 630971, 630972, 730541, 730839, 730919, 800972, 800998, 830455, 
830470, 930195, 930196, 930197, 930219, 1001412, 1001460, 1001461, 1001462, 1200426, 1230248 
(involving WEMCO); 1030484 (involving WESCO). 
705 Weir Group PLC, “Press Release -- Oil for Food Programme Contracts” (July 22, 2004). 
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of these additional payments.  On July 8, 2005, Weir provided the Committee with relevant 
documents.706 

Weir declined the Committee’s request to meet with employees who were involved in Weir’s  
business in Iraq.  Most significantly, the Committee requested to speak with Andrew Macleod, a 
current Weir employee who appears as the contract signatory for WEMCO Envirotech and 
WESCO contracts in Iraq.  Instead, Weir responded to inquiries through Alan Mitchelson, one of 
Weir’s managing directors, who stated that he is familiar with Weir’s internal investigation of this 
matter.  According to Mr. Mitchelson, Weir was assured by its agent that the commission 
payments Weir was making would not go to the Iraqi regime.  Weir identified two companies to 
which it had made its payments: Inprojex Establishment (“Inprojex”) and Corsin Financial Ltd. 
(“Corsin Financial”) of Switzerland.  Mr. Mitchelson stated that Weir’s own investigation has not 
revealed evidence of any agreement between one of its own employees and the Iraqi regime to 
pay contract kickbacks.  Accordingly, Mr. Mitchelson advised that none of Weir’s own 
employees—including the contract signatory, Mr. Macleod—had been terminated from 
employment with Weir as a result of the payments made by Weir to its agent.707 

Despite Weir’s insistence that its agent was to blame and that there was no agreement by its own 
employees to pay kickbacks to Iraq, documents obtained by the Committee from Iraq reveal that 
Mr. Macleod signed several agreements to pay kickbacks on Weir’s behalf.  These documents 
include four side agreements signed by Mr. Macleod, agreeing on behalf of WEMCO Envirotech 
to make kickback payments totaling €714,336 and to make the payments “in cash or through a 
mechanism, which is to be agreed upon between the two sides.”  These agreements make no 
mention of any agent acting on Weir’s behalf.708 

An example of one of these kickback agreements signed by Mr. Macleod is reproduced below.  It 
promises the payment of €461,910 in relation to a WEMCO Envirotech contract for the sale of 

                                                      

706 Weir e-mail to the Committee (July 8, 2005) (attachment – filename “05-OFF Background – 
270605.doc”).  Weir identified two companies to which it had made its commission payments: Inprojex 
Establishment (“Inprojex”) and Corsin Financial Ltd. (“Corsin”) of Switzerland.  It furnished a schedule of 
payments for each of sixteen contracts, totaling £2,688,676 and €7,801,944 paid by Weir to Improjex and 
£1,848,829 and €3,581,535 paid by Weir to Corsin.  Weir e-mail to the Committee (July 8, 2005) 
(attachments – filenames “04-Agents Details– 070705.doc” and “05-Schedule of Commission Payments-
060705.doc”).  
707 Alan Mitchelson interviews (June 22 and Oct. 6, 2005); Weir Group e-mails to the Committee (Oct. 7 
and 18, 2005) (confirming that Andrew Macleod refused to meet with the Committee and that the Weir 
Group would not “compel employees to consent to interview”).  Although Weir Group offered to make 
documents available for review at its office in Scotland, this request was declined because Weir refused to 
allow copies to be made of any relevant documents.  Alan Mitchelson interview (Oct. 6, 2005). 
708 Company side agreements, COMM nos. 830470 (Jan. 31, 2001) (agreeing to pay €461,910), 730919 
(Jan. 31, 2001) (agreeing to pay €23,898), 830455 (Jan. 31, 2001) (agreeing to pay €16,562), 1230248 (Jan. 
11, 2002) (agreeing to pay €211,986).  The dates reflected for these side agreements refer to the dates that 
appear in type under the signature of Mr. Macleod; the last of the agreements bears the date of June 22, 
2002 in the upper right hand corner. 
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approximately €5 million in oil pumping equipment parts.  The contract was later approved by the 
United Nations. 

 

Figure: Company side agreement, COMM no. 830470 (Jan. 31, 2001) (relating to Iraq contract no. 
NOC/08/8100). 

The signature of Mr. Macleod and the corporate stamp on this side agreement appear to be 
identical to the signature and stamp that appear on the official Programme contract that was 
signed later and obtained by the Committee from the United Nations contract file:709 

                                                      

709 Programme contract, COMM no. 830470 (Apr. 22, 2001) (involving WEMCO and the Ministry of Oil). 
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Figure: Programme contract, COMM no. 830470 (Apr. 22, 2001) (excerpt). 

According to a kickback payment summary maintained by the Ministry of Oil, a kickback of 
€461,906 was paid in connection with this contract.  The payment was made to an Iraqi-
controlled bank account at the Rafidain bank in Amman, Jordan on February 18, 2002.  The 
Ministry’s payment summary further reflects receipt of kickbacks for two of the three other side 
agreements signed by Mr. Macleod.710  In addition, the Committee has obtained from Rafidain 
Bank the deposit records reflecting payment of €61,020 on behalf of WEMCO Envirotech for 
three of its contracts with the South Oil Company.711 

More recently, the Committee interviewed Weir’s agent, who furnished further information 
reflecting Weir’s knowledge of the illegal nature of the payments it made.  According to the 
agent, he dealt with Mr. Macleod, who came to Baghdad to negotiate Weir’s contracts.  After Iraq 
initiated its policy of requiring after-sales-service kickbacks, Mr. Macleod talked with the agent 
about a mechanism to pay the fee.  Mr. Macleod suggested that the agent act as an intermediary, 
and the agent offered not only to be an intermediary, but also to provide the bridge financing for a 

                                                      

710 Ministry of Oil record, Kickback payment summary.  The Ministry of Oil furnished this summary 
spreadsheet in electronic form.  In addition to reflecting receipt of a kickback on COMM no. 830470 
(€461,910), it reflects kickback payments relating to two other side agreements signed by Mr. Macleod, 
corresponding to COMM nos. 730919 (€23,898) and 830455 (€16,562).  The spreadsheet also indicates 
illicit payments in connection with COMM nos. 930219 ($322,229) and 1030484 (€221,876).  Ibid.  The 
Committee does not have internal summaries of kickback payments from the Mayoralty of Baghdad, with 
which Weir entered into several of its contracts.   
711 Rafidain bank record, Iraqi-controlled account, credit note (Feb. 18, 2002) (reflecting payments 
corresponding to COMM nos. 930195, 930196, 930197). 
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fee.  The agent arranged for payments to be made through Corsin Financial to his account in 
Jordan and then to the Rafidain Bank.  The agent made arrangements for his own commissions to 
be paid through the Inprojex account.712 

To corroborate his account, the agent provided copies of two e-mails from Mr. Macleod in 
January 2002 that requested the agent’s assistance with kickback payment arrangements.  In one 
of these e-mails, WEMCO Envirotech’s Financial Manager advised Mr. Macleod of “this ‘10% 
AFTER SALES TAX’” and the need to make sure that the shipping company had proof of 
payments before “Iraqi Authorities” will “let the vessel discharge the goods.”  Mr. Macleod 
forwarded the e-mail to the agent with a list of four contract numbers and asked the agent to 
“supply” the payment information for these contracts: “Trust you will action accordingly.”713 

                                                      

712 Weir agent interview (Oct. 21, 2005). 
713 Weir agent record, Andrew Macleod e-mail to agent (Jan. 24, 2002) (forwarding an e-mail from Thierry 
Lestra to Andrew Macleod).  The four contracts referenced in this e-mail correspond to contracts for which 
the Committee’s data reflects Weir paid more than $430,000 in after-sales-service kickbacks plus payments 
for inland transportation fees.  Committee humanitarian kickback table, COMM nos. 930195, 930196, 
930197, 930219. 
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Figure: Andrew Macleod e-mail to Weir agent (Jan. 24, 2002). 

The Committee calculates that a total of $4.3 million was paid in the form of after-sales-service 
fees and an undetermined amount in inland transportation fees in connection with WEMCO’s 
Programme contracts.  Additionally, nearly $200,000 was paid in after-sales-service fees in 
connection with a WESCO Programme contract.714 

The Committee contacted Mr. Macleod by telephone to request an opportunity to interview him 
about the side agreements that he signed to make cash payments to the Iraqi regime.  Mr. 
Macleod advised: “I work for the company and I did as I was told.” He further stated that he 
knew that it sounded like a “soldier’s excuse, but I’m sure you understand I did what was 

                                                      

714 Committee humanitarian kickback table, COMM nos. 730541, 730919, 800972, 800998, 830455, 
830470, 930195, 930196, 930197, 930219, 1001412, 1001460, 100461, 100462, 1200426, 1230248 
(involving WEMCO Envirotech); 1030484 (involving WESCO).   
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required in Baghdad.”  Mr. Macleod stated that he otherwise would take the advice of counsel 
and declined a formal interview.715 

In summary, based on the available evidence, Weir knowingly paid kickbacks in connection with 
sixteen of its contracts under the Programme.  The Committee calculates that Weir made about 
$4.5 million in illicit payments to the Iraqi regime. 

                                                      

715 Andrew Macleod interview (Oct. 6, 2005). 
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XI. RESPONSES OF HUMANITARIAN GOODS COMPANIES 
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A. RESPONSE OF ALIA FOR TRANSPORTATION AND GENERAL 
TRADE CO. 
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B. RESPONSE OF ATLAS COPCO N.V. 
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C. RESPONSE OF AUSTRALIAN WHEAT BOARD 
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D. RESPONSE OF BELMETALENERGO 
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E. RESPONSE OF BUKKEHAVE 
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F. RESPONSE OF CHAIYAPORN RICE CO, LTD. 
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G. RESPONSE OF DAIMLER CHRYSLER AG 
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H. RESPONSE OF INTERNATIONAL ENGINEERING GROUP 
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I. RESPONSE OF JAWALA CORPORATION SDN BHD 
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J. RESPONSE OF MALONEY INDUSTRIES 
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K. RESPONSE OF PHOENIX INVESTMENT INTERNATIONAL 
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L. RESPONSE OF RUSSIAN ENGINEERING COMPANY 
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M. RESPONSE OF SIEMENS AG 
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N. RESPONSE OF SINOCHEM INTERNATIONAL CORPORATION 

 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 423 OF 623 

 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 424 OF 623 

 



INDEPENDENT INQUIRY COMMITTEE INTO THE UNITED NATIONS OIL-FOR-FOOD PROGRAMME  

REPORT ON PROGRAMME MANIPULATION 
CHAPTER THREE 
HUMANITARIAN GOODS TRANSACTIONS AND ILLICIT PAYMENTS         
 

REPORT ON PROGRAMME MANIPULATION–OCTOBER 27, 2005 PAGE 425 OF 623 

O. RESPONSE OF VIETNAM NORTHERN FOOD CORPORATION 
(VINAFOOD 1) 
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P. RESPONSE OF VOLVO CONSTRUCTION EQUIPMENT 
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Q. RESPONSE OF THE WEIR GROUP PLC 
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R. RESPONSE OF ZARUBEZHNEFT 
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