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3.  All such letters of credit will hava to be directed by the.
purchaser’s bank to the bank holding the "Irag Account® with the
regquest that the latter adds its confirmation and forwards it to
the Central Bank of Irag for the purpose of advising SoMO.”

4. The sale of petroleum and petroleum products originating in
Iraq will be monitored by United Nations independent oil experts
appointed by the Secretary-Censral of the United Natians to
assist the €81 Committew. The monitoring of =il exports will be
carried out by independent inspecticn agents at the loading
facilities at. Ceyhan and Mina al-DRaky and, if. the 6461 Committesa
50 decides,-at the pipelinz metering station at the Irag-Turkey
border, and would include quality and guantity verification.
They would authorize the loading;—after-they-receive-the. . -
information frem the United Nations ©il experts that the relevant

wontract has been approved, and report to the United Nations.

5. The United RNations will receive monthly reports fram SOMO on
the actual volume and type of petroleum products exported under

the relevant sales contracts.

&, The United Natiocns Secretariat and SOHC shall maintain
centinuing contact and in particular United Nations oil experts
shall meet routinely with 30MD representatives teo review markst
conditions and il sales. :

iu0h  lETdb 2149845110 i P17
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Aathor:  Graham Brett/Savholt/NL at SAYBOLT
Date: 10.07.01 10:51 AM
Subjfect: 183-Day Repors

——————————————————————————————————— Message Contents

Pezr Richard,

For good order’'s saks, you may be interssted in the text of the finalised 180
day report, as attached, in respect of our submission, It doesn't look guite the
same but as long as we follaw the fermat you finally agreed with Georges Nasr we
should be in good shape.

Rindest regards,

Thanaa Sugi™ <sugisfun.org> on 1470672001 23:28:322

a1t Graham Bretti/Savbolt/NLESaybolt
Co

SubZect: LBO-Day Report
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United Nations

SiZUOifSUS

N Security Council

Distr.: General
18 May 2001

Original: English

Report of the Secretary-General pursuant to paragraph §

of resolution 1330 (2000)

I. Introduction

i, The present report i3 submitied pursuant to
paragraph 5 of Security Council resolution {330 (2060}
of § December 2000, in which } was requested to
provide a comprehensive repart to the Council 90 days
after entry into forge of the resolition on its
impiementation and again ar least one week prior 1o the
end of the 180-day period. It also describes
cevelopments in the implementation of the
humanitarian programme in lrag pursuam to resolution
286 (1995} since the period covered by my previgus
repott, which was submitted to the Council on 2 March
2001 {5/2001/186}. Unless stated otherwise, the cut-off
date for the data contained in the present report is 30
April 2001,

Il. Revenue generation

A. Oil production and sale of petroleum
and petreleum products

2. Since the beginning of the phase 1X on 6
December 2008, and as at 30 April 2001, the oil
overseers and the Security Council Commitiee
established by resclution 661 (1990) concerning the
situation between [raq and Kuwait, hereinafter referred
to as the Committee, have reviewed and approved a
wotal of 1589 contracts (including 59 contracts from
phase VIII extended into phase IX) involving
purchasers from 44 countries {figures in parentheses
indicate the number of comtracts for that coumtry):
Algeria (1); Austria (1); Belarus (4} Brazil (1}
Bulgaria (1); Canada {1}, China (6); Cyprus {7); Egypt

0(-37481 (E) 210501
*O0137481°*

(1} France (9); Greece (2); India (1); Indonesia (2
Ireland (Z): Italy (8); Jordan (4}, Kenya (1); Lebanon
{31); Liechtenstein (3); Malaysia {7}, Namibia (2);
Nigeria (1), Oman {1); Pakistan {5); Panama (1) Qamar
(2); Romania {3); Russian Federation {21}, Singapore
{13 South Africa (2); Spain (3); Suden (1); Switzerlend
{17); Syrian Arab HRepublic {2); Thailand (2}; Tunisia
(1), Turkey (6); Ukraine {4); United Arab Emirates
(i1); United Kingdom of (Great Britain and Northern
Ireland (3); United States of America {1); Venczuels
{1}; Viet Nam {1}; and Yemen (2).

3. The total quantity of ¢il zpproved for export
under those centracts amounts to approximately 490
million barrels, with an estimated value of 12.1 billion
euros, or USS 10.7 billion. However, the volume of oil
contracted far exceeds the atiticipated export volume of
290 millicn barrels under phase IX.

4.  The estimated total revenue forecast for phase IX
{before the deduction for pipeline fees) is 6.5 billion
euros, or $5.7 billion, at current prices and rate of
exchange. This is approximately 4.4 billion euros, or
$4 billion, less than that of phase VIII. This is
attributable in part to the decling in market prices over
the period, but predominantly to the reduced rate of oil
exports under the programme during the first part of
phase 1X, accounting for approximaicly 2.8 billion
euros, or $2.6 billion, of the revenue that was not made
available, Although the rate of export returmned w0 a
normal level of above 2 million barrels per day during
the latter part of phase 1X, the reduced tate of export at
the beginning of the phase resulted in the loss of
approximately 100 million barrels of crude oil.

5. Asat 30 April 2001, 139 loadings totalling 216.7
million barrels, with an estimated value of 4,816
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million euros, or 34,293 million, at the current rate of
exchange, have been completed.

6. During the course of phase [X, two Irregularities
in crude oil export operations were identified and
reported by the ol overseers to the Secarity Council
Committee established by resolution 661 (1990)
{hereafter referred to as the Committee). Both cases
involved a potential loss of revenue for the United
Mations Iraq account owing to mon-compliance by
putchasers with the authorized discharge destination,
The revenues concerned were, hawever, recovered and
deposited into the United MNations Irag account. In
order to decrease the possibilities for such deviations to
oecur in the future, on | April 2001, the ofl overseers
initiated the issuance of notifications to ships’ masters,
advising them of the authorized export destination.

7. The Security Council, it paragraph 15 of its
resolution 1334 (20400), requested me, inter alia, 1o
make the necessary arrangements, subject to the
approval of the Council, to allow funds uwp to 600
millien euros deposited in the escrow account to be
used for the eost of installation and maintenance,
including training services, of the equipment and spare
parts for the oil industry which had been funded in
zcoordance with the provisions of resolution 986
{1995) and related resolutions. Accordingly, a team of
experis was dispatched to Iraq from 18 March to 1
April 2001, and is currently finalizing its report. 1
expect (¢ submit my recommendations, together with
an exectitive summmary of the report prepared by the
experis, (o the Counci] before the end of May. Copies
of the full report will also be made available.

Oil exports from Irag

8. The modus operandi for the inspection of oil
exports originating from lIraq has remained unchanged.
During the current phase, 14 independent inspection
agents from Saybolt were on site, based in Mina al-
Bakr and Zakho in Jraq and Ceyhan in Turkey.

Minz al-Bakr

% Crude oil loadings have continued from the Mina
al-Bakr oil platform under the supervision of the
Saybolt monitoring team, consisting of six monitors.
The total net volume of crude oil delivered to vessels
was 101,329,765 barrels, as ascertained by reference to
the vessels” calibration charts. This is equivalent to an
average of 1,138,531 barrels per day.

No improvements in the living conditions, general
safety arrangements or transportation facilities on Mina
al-Bakr have been reported,

MS-1 metering station, Zakho

10. The transfer of crude oil from Iraq via the Irag-
Turkey pipeline to the Botas terminal in Ceyhan,
Turkey, has continued under the supervision of the
Saybolt monitoring team, which consists of three
members, The volume of crude oil monitored throngh
the metering banks at the MS-1 metering station at
Zakho was 59,962,679 barrels. This is equivalent to an
average of 673,738 barrels per day.

Botas termina)l, Ceyhan

H. The receipt of crude oil from lrag via the
Iraq/Turkey pipeline at the Botas terminal has
continued under the supervision of the Saybolt
monitoring team, consisting of five members. The
valume of crude oil monitored as flowing into the
recelving storage tanks at the Botas terminal,
ascerfained by reference to storage tank calibration
charts, was 59,965,486 barrels, equivalent to an
average of 673,770 barrels per day. The total nat
voluge of crude oil delivered to vessels was
66,415,249 barrels, as ascermained by reference to the
vessels” calibration charrs. This is equivalent 1o &n
average of 746,239 barrels per day.

Total crude oif exports

12. During the period under review, the tofal net
volume of crude oil exported from Mina al-Bakr and
Ceyhan, as monitored by Saybolt, was 167,744,514
barrels, or an average of 1,884,770 barrels per day. Of
the total volume exported, 39.6 per cent was exported
through Ceyhan and 60.4 per cent was exported
thraugh Mina al-Bakr.

B, United Nations accounts pertaining to
the Iraq programme

13. The United Nations accounis pertaining to the
Irag programme are divided into seven separate funds
pursuant to paragraph 8§ {a} to (g) of Security Council
resolution 986 (1995). As at 30 April 2001, 3,253.8
milliont euros had been deposited in the accoumt for
phase IX, as authorized under Council resolutions 1284
(1999} and 1330 (2000), bringing the total oil sale
revenue since the inception of the programme to
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$37,333.9 million and 4,833.4 million euros. The
sliceation of tatal il revenue among the various funds
and corresponding expenditures, as at 30 April, are
reported in annex [ to the present report; the number
and value of letters of credit pertaining to oil proceeds
and humanitarian supplies are reported in annex IL.

14, In paragraph 9 of resolution 1330 (2000), the
Security Council requested that 1 take the nECessary
steps to transfer the excess funds drawn from the
account cremted pursuant to paragraph 8§ (d) of
resolution 986 (1995) for the purposes set out in
paragrapb 8 (a) of that resolution in order to increase
the funds available for humanitarian purchases. In my
previous report 1o the Council {$/2001/186, para. 25}, [
reported that a review to identify unencumbered funds
under phase VIII of the programme was under way.
However, 2s a result of the substantial decrsase in the
rate of oil proceeds during the first 90-day period of
the current phase, no excess funds were available for
redisiribution  towards the purchase of additional
humanitarian supplies during the current reporting
period. A further review will be conducted at the end
of the current phase and any excess funds idemtified at
that time will be made available for redistribotion
aggordingly,

II1. Processing and approval of
applications for contracts

i5. The Secretariat has regularly brought to the
attention of the Government of Iraq the inordinate
delays in the submissions of applicaticns. Much to my
regret, as at 14 May 2001, the Office of the Iraq
Progremme had not received a single application in the
sectors of health, education, water and sanitation and
il spare parts and equipment under phase IX, While
the value of submitted applications for the food basket
has exceeded 85 per cent of the revised allocation, the
average rate of submissions in other sectors of the
distribution plan stands at some 19 per cent of the total
allocations for these sectors. Applications submitted
under the housing, electricity, transporttelecommurications,
food handling and agriculture sectors account, respectively,
only for 59.2 per cent, 38 per cent, 30.2 per cent, 27.3 per
centand 4.2 per cent of the revised sectoral allocations,

16. canwhile, the Office of the Irag Programme
continued to provide the Committee with regular
comprehensive and  analytical reports and data

regarding applications processing, particularly on
programme-related reascns for the lifting of hoids
pleced on applications and the interrelationship among
supplies required for piven projects and activities.
Through providing examples of the detailed
specifications normally requested by the Secretariat
¢nd the holding missions, the Office of the Irag
Programme has continued lo assist the suppliers in
preparing the requested information in connection with
incomplete and mon-compliant applications and those
which are placed on hold. The Office of the Iraq
Programme, the United WNations Office of the
Humaniterian Coordinator for Iraq and United Nations
agencies and programmes have assisted the fraqi
institutions in developing the technical details of the
contracted items that are currently on hold, or are
likely to be subjected to holds. The annual briefing
organized by the Contracts Processing Section of the
Office of the Iraq Programme, on 10 April, provided a
useful forum for over 200 representatives of some 65
Member States and guests from their respective
business communities o firther acquaint themselves
with various aspects of the progremme and to discuss
all procedural and practical issues arising from
commercial activities under the programma.

Processing of applications received under the
ESB (59 per cent) acconnt

17, As at 9 May 2001, over $19.5 billion and vver 3
billion euros had been made available under the ESB
{59 per cent) account since the start of the programme
implementation, exchuding the amount of $1.04 billicn
reimbursed from the ESC (13 per cent} account for
supplies procured under the bulk purchase
arrangements and delivered by the Government of lrag
io the three northern gavernoraies. Furthermore, some
$138 million was paid from the ESC (13 per cent)
account for the cost of oil spare parts delivered to Iraq.
An additional amount of $881 million has been earned
from the interest on the funds in the Irag account.
Therefore, the total fumds available for contracting by
the Government of Iraq had recached some $24.24
billion, as at 9 May 2001. After deduction of the cost
of supplies paid for on arrival in Irag and the cost of
epproved applications, as at 9 May, $2.82 bhillion was
still available for new contracts. It should be bome in
mind that funds are segregated by the United Nations
Treasury only when applications are approved or are
“notified™ by the Secretariat,
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18. As at 14 May 2001, a total of 15,708 contract
applications, with a total value of $27.012 billion, had
been submitted under the ESB (59 per cent} account,
ander the distribution plans for phases 1 to IX. Out of
the above total, 1,150 contract applications were
subsequently declared null and void either by the
contracting parties or as a result of indefinite blocks
imposed by Cominittee members. A total of 12,373
applications, with a valwe of $21.79 billion, have been
approved by the Comminee established by resolution
€61 (1990), or pursuant to paragraphs 17 and 18 of
resolution 1284 (1999} and paragraph 8 of resolution
1362 (2000}, “notified” by the Secretariat, In nddition,
1,699 applications, with a total value of $3.71 billion,
were placed on hold in the Committee. Furthermore,
338 applications, valved at $1.11 billion, which were
Incomplete or did not comply with either the approved
distribwtion plans or the procedures of the Committee,
could not be processed by the Secretariat, Out of the
zbove total, 138 applications, vaiued at $185 miltton,
were iransferred to “inactive” statug owing to the lack
of response by the suppliers on the required
information, corrections or amendments. A further |28
applications, which had been received during the
month of May, with a total value of $385 million, were
heing actively processed.

19, Since the inception of the programme, the rates of
submission have varied grestly among different
sectors, with the food hsndling and electriclty sectors
exceeding the sectoral allucations by 14 per cent and 7
per cent, respectively, and the pil spare parts,
education, hesith, water/sanitation and
transport/communivations sectors having reached 71.9
per cent, 72.2 per cent, 79.7 per cent, 82.1 per cent and
86.7 per cent of the respective sectora! allpcations.

20. Supplies at a total value of %I1.} biilion,
including oil spare parts and equipment worth over
5700 million, hed been delivered to jraq as &t 30 Aprit
2001. Additional supplies valued at $10.36 billion,
including some $800 million worth of oil spare parts
and equipment, were in the production and delivery
pipeline,

ESC {13 per cent) acceunt

21, As at & May 2001, over $5.3 billion had been
made available under the ESC (13 per cent} account
since the beginning of programme implementation in
the three northern governorates. This amount includes
the funds subsequently reimbursed to the ESB (59 per

cent} accennt for supplies of food, medicine and
vaccines delivered by the Government of Irag to the
three  northern  governorates wnder the bulk
procurement  arrangements, as well as the funds
charged to the ESC (13 per cent) account for the cost of
oil spare parts delivered to lrag.

22, The United Nations agencies and programmes
involved in the implementation of the programme have
submitted a total of 3,567 applications under the ESC
(13 per cent) account, of which 174 appiications were
subsequently cancelied. A total of 3,334 applications,
valued at £1.062 billion, have been approved by the
Committee, or pursuant to parsgraph 17 of resolution
1284 (1999) and paragraph 8 of resolution 1302
(2000}, “notified” by the Secretariat. Two applications,
with a total value of $273,495, have been plazed on
hold, and 45 applications, with a total value of §11.7
million, are currently under processing or evaluation,
awaiting further clarifications,

23. I am concerned that there has not been much
improvement in the rate of submission of applications
by United Nations agencies and programmes, though
the reasons for the difficulties encountered ir tha
regard are different from those experienced under the
ESH (39 per cent) account, The Executive Directar of
the lraq Programme has taken up the matter with the
executive heads of the agencies and programmes
concerned in order w expedite the contracting of
supplies and equipment for the three northern
Bovemorates.

Qil spare parts and equipment

24. Against a total of $2 billion suthorized by the
Security Council for the procurement of oil spare parts
and equipment under phases IV to IX, the Office of the
Irag Programme has received a ftotal of 3,506
applications valued at some $2.158 billion. Dut of that
total, 2,679 applications valued at over 81.52 billion
have been approved, including 221 applications valued
at §161 million, which were approved by the group of
oif experts of the Office of the [raq Programme
pursuant to paragraph 18 of resolution 1284 (1999). A
total of 345 applications valued at $442 million have
been placed on hold, while 103 incomplete or non-
compliant applications, vaiued at %81.5 million,
remained idle pending further action, mostly by the
suppliers. Forty-seven applications valued at $92
million, which were submitted in May, were actively
being processed,
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25, With all the efforts made for the provision of
funding for oil spare parts and equipment, I can only
reiterate my regret expressed in previous reports that
there has been no major improvement in the
submission of oil spare parts applications. Some five
months afier the end of phase VI, the total value of
applications received by the Secretariat for oil spare
parts and equipment under that phase remains at sbout
one third the authorized alocation. This situation is
further compounded by the fact that, with only about
three weeks remaining to the end of phase IX, not a
singie application had been received by the Secretarias
under the current phase,

26, 1 should like to appeal to the Government of lrag
to ensure the submission of applications concerned as
expeditiously as possible. 1 should also like to appeal
to the Commitee to approve the applications
concerned and also to facilitate the implementation of
paragraph 18 of resolution 1284 (1999), in order to
ensure the atainment of its intended objective.
Although the project-based list of oil spare parts and
equipment for phase 1X was submitted by the
Secretariat to the Committee on 20 February, with only
three weeks before the end of the phase, the list had yet
to be approved.

27, The value of ofl spare parts and equipment
approved under earlier phases and deliversd to iraq
reached a total value of over $700 million as at 30
April 2001, with additjonal supplies valued at about
5808 willion sl in the production and deiivery
pipeline.

Incomplete and/or noen-campliant applications
under the ESB {59 per cent) acconnt

28. | have been concerned over the large volume of
incompiete  and/er  non-compliant  applications
submitted t¢ the Secretariat as well as the generally
slow rate of responses from the suppliers to the
requests for additional information, clarifications
and/or corrections. The Executive Director of the Iraq
Programme brought to the ateention of the Security
Council Committee, the permanent representatives of
27 Member States concerned, as well as to the
Permanent Representative of Iraq to the United Nations
the details of applications on which the Secretariat had
not received the required responses in excess of six
months, The Exetutive Dirzctor advised all concerned
that applications for which the required Information
had not been submitted in excess of 60 days would be

declared “inactive”, with no further action to be takan
by the Office of the Iraq Programme. | am pleased to
note that the letters expedited responses from the
suppliers, leadlng to some $232 million worth of
applications being circulated to the Committee or
notified by the Secretariat. Accordingly, the vzlue of
the applications that had remained idle for an average
period of vver six months decreased from $417 million
in mid-March to $185 milHon in mid-May,

Applications placed on hold

29. 1 am gravely concerned that since my previous
report in early March, the total value of holds has
increased from $3.1 billion to $3.7 billion, as at 14
Muy 2001, reaching the level of 17.8 per cent of the
value of all applications circulated to the Commitiee.

30. I welcome the Committee's decision to start a
fresh round of technical meetings in order to be
briefed, on each sector, by the relevaat United Narions
agencies and programmes, as well as to review the
holds placed on applications in those sectors. On 4
May 2001, the Commitiee was bricfed on the state of
the telecommunications sub-sector in Irag and on
issues pertaining to holds placed on applications
submitted under the sub-sector. which is the highest
relative percentage of holds in any secter. The next
technical brisfing, scheduled for & June, will be on the
agriculture sector,

Implementation of paragraph 25 of resolution
1284 {1999

31. Pursuant to paragrapk 25 of resclution 1284
(1999), the Secretariat corginued to notify  the
Commiitee of all applications containing items subject
o the provisions of the exporfimport mechanism
established by resolution 1051 {1996). The additional
information obtained by the Secretariat for the above
determyination is shared with the Committee with a
view to reducing the number of holds pliced on
applicatians for lack of technical specifications.

32, As at 14 May, there were 218 applications valued
at $462 million, on which ar least ane member of the
Committee disagreed with the determination of
Secretariat experts that they had not identified in those
applications any item included in the *“105Llist”
Although the above figure indicates a 56 per cent
increase during the reporting period, there has been an
increase of only about 3 per cent in the value of the
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applications concerned. Such disagreements are being
addressed by the Office of the Iraq Programme through
facilitating the exchange of technical information
between the experts of Secretariat and the Commitiee
members concerned on the basis of the informal points
of understanding reached at a meeting held on 23
January, with a view to improving the flow of
information, prieritization of reviews and greater
utilization of the Uniled Nations observation
mechanism as a condition for approving applications
containing items of potential “*dual use™.

33.  As requested in paragraph 19 of resolution 1330
{2001), the Executive Chairman of the United Nations
Monitoring, Verification and Inspection Commission
{(UNKMOVIC) and  the Direclor-Geseral of  the
International Atomic Enerzy Agency (IAEA) will
complete by the end of this period the revision and
updating of the lists of items and technologies to which
the import/export mechanism approved by resolution
F051 {1995} applies.

Approvals and/or reteases on the condition of
monitaring and observation

34, The further integration and consolidation of
observetion and monitoring resources of the Office of
the Iraq Programme and the United Nations Gffice of
the Humanitarian Coordinator for Iraq, the United
Nationg agencies and programmes and the indepeadent
inspection agents, Cotecna and Saybolt, have
significantly helped in the approva! and/or release from
hold by the Committee of 676 applications valued at
$1.316 billion, on the condition that special targeted
monitoring and observation is carried out. 1 stronghy
urge the Committee to place grearsr confidence in the
United Natiors observation and monitoring system in
order to approve or release from hold the applications
containing items that are on the list provided for under
resclution 1051 (1996). The Office of the Iraq
Programme has established a special database for
rracking items approved or released from hold on
condition of targeted end-use observation/monitoring,
and is working on improving access to it by the
Committee members,

Natificatians and approvals by the Secretariat

35. Pursuant to the relevant provisions of resclutions
1284 (1999) and 1392 (2000), the Secretariat notified
the Committee that 2,173 applications, with a total
value of 34.69 billion, were eligible for payment,

including 221 applications for ofl spare parts and
equipment worth $161 million, which were approved
by the group of oil experts. The above total amount
tepresents an increase of almost 50 per cent since 28
February 2001, which Is mainly atributable to the
early submission of the food applications, and partly to
the approval by the Committee, in Febtuary, of the lists
of additional items in the agriculture, education, food
and food-handling, heaith, znd water and sanitation
sectors, pursuant to paragraph 11 of resolution 1330
{2000}. The categorized lists of itemns for the housing
and electricity sectors were submitted to the Committee
in February, as requested in paragraph 10 of resolution
1330 (2000). While the housing sector list was revised
and approved by the Committee on 27 February, the
electricity sector list still remains on hold.

Letters of credit

36. Just as I am gravely concerned over the
unacceptably high fevel of holds placed on
applications, | am very much concerned about she
delays experienced with the Central Bank of frag in
taking the necessary measures 1o expedite the issuance
of letters of credit. According o the records of the
United Nations Treasury. as at 14 May, BNP-Paribas
hed issued a total of approximately $20.190 billion
worth of latters of credit and had paid the suppliers a
total amount of approximately $11.653 billion for the
supplies delivered to Iraq. With some (45 letters of
credit actively being processed at present, there was no
major backlog in the issuance of letters of credit by
BNP-Paribas. However, as at [4 May, there was a total
of 717 aiready approved applications valued at $1.15]
billien, for which BNP-Paribas had no: received
requests from the Central Bank of Iraq to issue etters
of credit. The above figures represent an increase of
over 31 per cent in the number, and over 34 per cent in
the value of applications in that category as at 28
February 2001.

37. The Government of Iraq has been kept fully up to
date on this unsatisfactory situation and bas been
repeatedly reminded of the need for & determinad effort
1o address this persistent problem. On several
oceasions the Central Bank of lrag has been requested
o expedite its instructions regarding the opening of
letters of eredit soon after the approval of applications
and 1o reduce the time it takes 1o respond fo the
requests for clarification by BNP-Paribas. In this
connection, | welcome the ongoing visit to New York
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of a representative of the Central Bank of Irag 10
expedite activities related g banking arrangements and
to resolve some pending matters. I do wish to express
the hope, however, that the current visit of the
representative of the Central Bank of Irag constitutes a
first  step towards implementing my repeated
‘ecommendation that the Government of Iraq deploy to
New Yoark a representative of the Central Bank of Irag,
at (he appropriate lavel, as envisaged in paragraph 13
of the Memorandum of Understanding between the
United Nations Secretarizt and the Govemment of Iraq
€5/19926/356).

Commercial protection

38. There is no sign of a decrease in the estimated
number of 1,500 to 2,000 disputes arising annually
from commercial malpractive by the suppliers of goods
to Iraq under the programme. This is bome out by the
comparable number of applications submitted for the
export of free-of-charge goods as compensation,
warranty or replacement items in return for incompletz
shipments and defective or non-compliant items, which
provides an indication of the magnitude of the disputed
cases, which the contracting parties appear to have
resolved through bilateral negotiations. Despite efforts
by the Government of Irag, including measures 1o
avoid intermediaries and delinquent suppliers and o
engage only reliable producers and manufacturers, the
number of cases where supplies are not delivered in
full or do not comply with contractya) specifications
will increasa further, as the volume, variety and
complexity of suppties delivered to Iraq continue to
increase,

39, AsIstated in my maost recent report (5/2001/186,
para. 60), the useful unilatera measures liken by the
Governmenmt  of Iraq to reduce the number of
commercial disputes alone are not a remedy for such
cases where a one-time supplier defies its contracnia)
responsibilities and takes undye advantage of the
existing vacuum in the cammercial safeguards under
the programme. Furthermore, bilateraj resolution of
disputes is effective and useful enly if both parties act
in good faith in discharging their contractual
obligaticns. Regrettably, this has nat always been the
<ase with regard (o some suppliers, as evidenced, inter
alia, by the large number of unresoived letters of
discreparcy filed in connection with the shipments of
oil spare parts.

40, Accordingly, it is essential to provide legitimate
tommercial protection o the Iragi buyers. 1 regret that,
after the much delayed resumption of discussions on
the sobject in February 2001, these informal
discussions of the Commirtee on the options submitted
by the Office of the Iraq Programme in July 1999,
concerning payment clauses for the ESB (59 per cent)
account, have been suspended once again. I reiterate
my appeal to the Committes to accord the highest
priority to this matter and te take the measyres
hecessary to protect the ESB (39 per cent) account
against commercial malpractice  or  occasional
fraudulent practices.

IV. Observation and monitoring
activities

A. Inspection and authentication of
humanitarian supplies

41.  The operation of the Unijted Nations independent
inspection agent, Cotecna Inspection S A., has
continued at the border eniry points to ITrag at Al-
Waleed, Trebil, Umm Qasr and Zakho, with tha
authentication of the arrival jn Iraqg of supplies
procured under the ESB (59 per cent) and ESC (13 per
cent) accounty. The sampling, inspection and testing
procedures have been further streamlined and the
process  of authentication and repotting  further
expedited through the stationing of an additional five
staff’ in the ficld and the more frequent electronic
transmission of data to the Office of the Irag
Pragramme.

42.  There has been some inprovement in the logistics
and handling conditions in the port of Unim Qasr,
whers there was considerable congestion as a result of
late action by some Iragi buyers to take delivery of
their respective goods and 1o remove them from the
port area, with the consequent delays in authenticating
some of the discharged gocds. The Office of the Irag
Programme has informed the Government of frag of
the complaints lodged by tmany supplicrs regarding the
ensuing defays in the autheniication of and payment for
the discharged goods and has urged that the buyers
concerned take urgent measures o address those
delays. As part of normal monitoring of the agent’s
cemplisnce and with a view to resalving the recurrent
problems in carrying out the inspection mandate,
particularly at the port  of Umm  Qasr, the
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authentications expert of the Office of the Iraq
Programme is curently touring the four authorized
entry points in Irag.

43. The electronic certification of authentications,
which was implemented in February by the Office of
the Irag Programme and the Unrited Nations Treasury,
has reduced considerably the time and resources
required for finalizing the payment process.

B. Monitoring of oil spare parts and
equipment

44, During the period under review, 292 shipments of
oil spare parts and equipment were received, of which
supplies covered by 327 contracts were confirmed as
having been fully delivered and monitored. An
additicnal 72 partial deliveries had begen made. The
value of supplies delivered during the reporting period
i $137.5 million. The total value of deliveries made
since phase 1V is $701.1 million. There have been no
deliveries of oil spare parts and equipment under phase
IX.

45, The cil spare parts and equipment monitoring
team carried out 782 site visits throughout fragq. The
team is based in Baghdad and consists of six members
plus an office manager. Members routinely visit the
southern and northem parts of Irag once a week,
covering various warehouses in each area,

46. Owing to the increase in the arrival of oil spare
parts and equipment, each monitoring visit to the
southern part of the country now takes at least four
days to complete, an increase of one day since the
period covered in my previous report. Warchouses in
the vicinity of Baghdad are covered by the monitors
from the Baghdad office and require four days per
visit, representing an increase of three days since the
previous reporting period,

47.  The number of storage locations requiring visits
by the monitors has also increased, as original
warchouses have reached storage capacity and spare
parts and equipment are being increasingly sivred on or
near end-use sites. The fact that these sites are often
located at some distance from one another has placed
additional demands on the monitoring team and
coniributed to the longer time required for monitaring
visits. Furthermore, there has also been s greater
number of deliveries that require special monitoring
and’or end-use or end-user monitoring.

48. I view of the abave, consideration is being given
to the need for an incremental increase in the number
of menitors correspending to the increase in the rate of
oil spare purts and equipment, and the required
monitering activities. Based on current estimates, it is
envisaged that an immediate increase of two monitars
is necessary. Another four monitors may be required as
the rate of arrival of oil spare parts and equipment
increases. Further monitors may be required depending
on the frequency of follow-up visits under the end-user
monitoring scheme.

49. The monitoring team continues to undertake the
special operating procedures instituted by the Office of
the kraq Programme with regard to the specialized
monitering of certain contracts. Examples of this
include the inspection of ultrasonic aquipment
imported under a service contract for the Northemn Qil
Company. An inspection of the equipment in question
confirmed that it had arrived and was operating on site.
All equipment was tagged with a unique reference
number (URN) seal for re-export upon completion of
the contract, as per the puidelines for special
monitoring procedures. Upon the re-export of such
equipment from Iraq, the independent inspection
agents, Cotecna, found that all RN seals were intact,

C. United Nations observation mechanism

50.  As indicated in my previous report (S/2001/186,
para. 70}, pursusnt to paragraph 3 of resolution 1330
(2000}, the recruitment of the full coraplement of (S8
international observers has been completed. In ordet to
meet the needs and concerns of the Security Council
and its Committee established by resolution 661
(1990), generalists currently eccupying observer posts
are gradually being replaced by specialists, with the
requisite technical qualifications and experience. The
specialist abservers from all tiers are pooled in sectoral
working groups, which plan, deploy and report as
single entities. In addition o tracking and observing
the distribution of supplies, the specialized observers
have canducted an increased number of assessments on
the effectiveness of programme implementation and its
impact on the humanitarian sityation, including the
impact on programme implementation by holds placed
on applications, and the adequacy of available
resources. A number of these reports have led to an
enhanced understanding by members of the Committes
of sectoral issues and prioritization by the Commiree
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in the approval of applications for contracts reflecting
the most pressing civilian needs of the fraqi population.

5L One of the major tasks performed by the sectoral
working groups during the reporting period was the
updating of existing “preen lists™ and submission of the
Proposal for new sectoral “green lists™ for fast-track
approval  of contract applications  pursuant 1o
paragraphs 10 and 11 of resolution 1330 {2000). The
sectoral working groups have also ensured the
ebservation of items approved by the Security Council
Committes on the condition of “end-use observation”,
which hes helped in expediting the approvat or release
from hoid of 676 applications (with a total value of
31316 billion), which constitutes an increase of about
33 per cent since the fast reporting period. In this
respect, despite cecasional difficulties encouniered,
relating particularly to the collection of statistical data,
| am satisfied with the cooperation received from the
Government of Fraq,

32. The distribution of observations by sector and
type a5 conducted by the sectoral working groups
during the reporting peried is reflected in annex HI to
the presznt report.

Y. Programme implementation
A. Sectoral focus

Foud

33, As st 14 May 2001, a total of 278 applications for
contracts valued at aver 81.1 billion had been approved
against the allocated $1,275 million for food purchases
under the distribution plan for phase IX., ot
programme stocks at the end of April 2001 stood at
885,040 metric tons. However, stocks of pulses and
dried whole milk were very low throughout the period
under review owing to delayed and irregular arrivals,
Also, as a result of the irregular arival of wheat under
the programme, the Government of Irag decided to
supplement 25 per cent of the requirements from its
anational stock. However, aotwithstanding sufficient
stocks of vegetable oil, toilet soap, tea, infant forrula
and detergent, the Government continued the practice
of substituting rations with its national stock as part of
its combined management of programme and non-
programme stocks. The imported programme and non-
programme stocks are generally of the same quality
and come from paraile] procurement of tommodities,

54. The food ration distributed during the reporting
pericd provided an average of 2,209 kilocalories and
46.33 grams of protein per person/day, which corresponds
to 89 per cent and 77 per cent, respectively, of the 2,472
keal and 60.2g of protein per person/day contained in the
approved distribution plan for phase |X (87200007333,
Cbservation spot-checks revealed that 100 per cent of the
food agents in the centrefsouth of Iraq had received their
allocations on time, but only 92.5 per cent had received
them in full. This was aftributed to low stocks and
disruptions in the cammodity pipeline for sal, white
beans and weaning cercals.

55. The majority of houscholds observed reported
that their monthly ration lasted less than 30 days and a
number of households admirted that they bartered part
of the commodities. However, during the period under
review, the full approved ration of 2472 keal was
distributed only in December 2000, which also
coincided with the Muslim holy month of Ramadan,

36. Resulls of observations idicated  that
beneficiaries would like to have an increase in fation
sizes and the addition of other commodities such as
lomato paste, chicken, meat and <ggs into the food
basket. This underscores a suggestion made by the
United Nations during the discussions held on the
distribution plan for phase IX for the qualitative
enhancement of the food basket, with the passible
introduction of a coupon systemn 1o enable sections of
the population to purchase these commodities from
among available farm products marketed through
mobile government stores. However, in the absence of
a cash component and a local purchase system in the
programme, this could not be implemented in the
centext of the distribution plan.

57. In the three northern govermnorates of Dahuk,
Erbil and Sulaymaniyah, the rate of commadity arrivals
is higher than the rate at which they are distributed,
creating pressure ¢n storage capacities. This followed
similar critical storage constrzints in the south and
centre of Iraq, caused by a surge in the arrival of some
food commodities like rice. The results of 2 hovsehold
survey/assessment of the adequacy of rations
conducted in the three northern governorates are
currently being analysed,

Traonsport and food handling

58. Assessments by United Nations observers have
highlighted the problems facing this sector, particularly
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the need for massive rehabilitation of the existing
infrastructure. Observers have cenducted a number of
special studies to assess the status of the port, railways,
roads, flour milis and ather facilities within the sector.

59. Observation and assessments of the railway
facilities confirmed the wunsafe conditions and
insufficient capacity to meet transportation demands
for both humaniwarian supplies and passengers.
However, some applications for contracts, including
rehabilitation equipmenl and materials for immediate
operational requirements, and a $5¢ milkion application
for locomotives, were recently released from hold.
While tangible achievements have been realized, the
‘ong iead tme between contracting and delivery of
material constraing the operational capacity of the
railways,

60. Road transport continues to experience increasing
demands as a direct resuft of the greater volume of
humanitariar cargo arriving in the country. The state of
deterioration of road transport vehicles has been
exacerbating demand on the sector. The very poor state
of the railway system aiso implies that the majority of
humanitarian goods and passengers must be transported
by road. Consequently, there is an increased demand
for various types of vehicles, tyres, batteries and spare
parts, Owing to the deteriorating condition of the
public buses and the reduction in their number, the Iraq
Transportation Company, prior to the programme, had
been forced to reduce its route coverage by aver 30 per
tent in spite of an increased demand on both intra-city
and inter-city routes. While 6919 vehicles have
already been approved and 993 are already in use in
Iraq, the further release from hold of applications for
400 buses, 1,145 mucks and other fleet support vehicles
would further enhance the sub-seclor's cepacity for
both passenger and cargo transport.

&!.  An {mpact assessment and observation of the port
of Umm Qasr also revealed that limited draugnt
stemming from an absence of dredgers and the
presence of wrecks in the port and channels is one of
the many major constraints in the port’s operational
vapacity. The wrecks continue to pose safety hazards to
vessels calling at the port and the reduced number of
usabie berths is impeding the timely handiing of cargo
as a result of port congestion. The urgent release of a
number of major applications for contracts valued at
8§21 mitlion for equipment and services to carry out
dredging, wreck removal and other ancillary services is
essential to improve the ports operation,

1

62. An assessment of the operational requirsments of
silos and mills for ensuring the adequare and efficient
supply of wheat flour fo the population revealed that
the Umim Qasr port, which should handle all bulk
supplies, actually handles only 85 per cent of the
country’s grain imports. The remaining 15 per cent has
to be bagged and brought in through other more costly
eniry points owing to the lmited discharge capacity at
the port. The assessment further showed that the other
21 silos used by the programme in the centre/south are
on average 25 years old and operate below design
capacity owing to 2 lack of spare parts and essential
equipment. Construction of additional silos has begun,
including the construction of & new silo complex in
Khan Dari. The assessment reports also confirm the
existence of inadequate equipment and materials in the
food quality control laboratories for performing normal
quality control tests. OF greatest concern are the lack of
reagents and the state of the laboratory equipment,
allowing only basic food quality tests, which are
subject lo inaccuracies. Once more, the arly
consideration and approval of 23 epplications for
contracts worth $7.8 million, currently on hold, would
be necessary to improve this situarion,

63. In addition, an assessment by United Nations
observers indicated that electrical generalors  waorth
$197 million have arrived under the programme, of
which Y0 per cemt have been installed in foed
processing and handling facitities while the remaining
10 per cent, mostly smaller, 2.5 kV to 7.5 kV
generators, are being sold to the general public at
subsidized rates to meet domestic power shortages,
United Nations chservation of these smaller generators
is carried out through the food agems where recipients
are also registered.

Health

64. In spite of some notable improvements in the
health sector relative to the situation prior te the
commencement of the programme, shortages of drugs
and hospital equipment are still being reported. Tals is
aftributable to fate and inadequate contracting  in
respect of drugs and, uniil recently, vaccines, as well as
holds placed on appiications in respect of hospitai
equipment such 83 autoclaves. About 98 per cent of the
applications placed on hold during the period under
review are for hospital equipment. 1t is a major concern
to note, however, that not a single application for the
health sector had been submitted under phase 1X of the
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programme, despite indications by the Government to
the Unfied Nations Humanitarian Coordinator for Irag
that it had signed many contracts. Unless the
Gevernment informs the United Nations about the
number of contracts signed in advance of the
submission of the relevant applications by the suppliers
to the Office of the Iraq Programme, it is difficuls for
the Office to determine the reasons for the delays in the
submission of applications. The results of observation
have showed that cnly 30 per cent of the essentjal
drugs at hospitals were received in adequate quantities.
Some essential medicines like aminophyliine (a
bronchodilatory) injections and sodium valproate {an
anti-epileptic} and basic medicat equipment, laboratory
reagents and hospizal supplies are still in short supply
ewing to either late submission of contracts or holds on
applications or erratic arrivals. However, chronic drugs
to treat chronic diseases are now generally available in
the country.

65.  The stock of human vaccines in the country falls
short of annual requirements. Only 3.5 million doses
for measles (abowt an eight months’ supply} and about
I million of diphteria-pertussin-tetanus (DPT} doses (a
two  months”  supply) were available as at
30 April 2001, The present stock of oral polio vaccine
(OPV), baciilus of calmerte and guerin for tuberculosis
and biadder cancer (BCG), fetanus, and paediatric
hepaiitis-B vaccines would Iast for only the next six
months. Nevertheless, three successfyl rounds of
national immunization days for polic eradication were
conducted, with 95 per cent caverage.

66. During the reporting period, United Nations
observers carried out six observation visits to Samarra
Drug Industries (SDI} plants. Findings from these visits
showed that the plants have started benefiting from
programme inputs. The plants recently received
laboratory equipment, three production lines and 30
manual visual units for ampoules. However, the
laboratory equipment is vet to be instalied. All
production lines have been instailed, but are not yet
operational owing to the unavailability of some
complementary squipment, such as aufoclaves, heating
jackets and compounding vessels, which are on hold. In
additicn, some machines and equipment at the factories
are old and due for replacement. As at 30 April 2001,
out of $148 million worth of applications submitted for
8D, only $36 million worth of ilems {37.8 per cent)
had arrived. Forty applications with a value of §38
million are at present on hold. The current output is

less than 7 per cent of needs and urgent rehabititation
is overdue.

67. The distribution of items from Kimadia to
Eevernorate warehouses has improved as a result of the
arrivel  of programme trucks, ambulances and
refrigerated vehicles. So far, of 1,200 ambulances
approved, 800 have arrived in the country. In additien,
another 292 of 2 total of 1,424 approved vehicles for
the transportation of medical goods have also arrived in
the country. However, the ambulances were delivered
without radics, which had to be removed from
contracts as a condition for the lifting of holds on the
applications. in addition, 209 refrigerated trucks
ordered for the Ministry of Health and SDI are still on
held.

58. The problem of inedequate sysiems for the
management and monitoring of voluminous supplies of
programme data at Kimadia hus persisted. Three
applications for computers and accessories valued at
$7.8 miltion. which have remained or hold for almosta
year, need to be released.

69, In the three northern governorates, renovation
and equipping of facitities have continued, as well as
the training of health care professionals. The World
Health Organization (WHO) completed renovation of
12 medical factlities, while 43 other projects wre
ongoing. WHO has replaced old and obsolete
equipment with a view to providing improved
diagnostic and medical services, Whereas most
essential medicines and medical supplies are available
in sufficient quantities, serious shortages have been
observed in certzin chemicals and reagents such as
growth media, which are on hold. WHO alza conducted
nine different training courses to improve the skills of
various categories of health personnel, WHO is alsg
strengthening the capacity of Jocal health authorities 10
improve decision-making  with tegard 1o the
prioritization of heaith programme activities.

70. Under the programme, three rounds of polie
vaccination were conducted, reaching 95 per cent of
the 0.6 million children targeted. Training in safe
delivery practices was provided to 182 traditional birth
attendants and to 45 professionals in early detection of
childhood disabilities.

Nutrition
7. Roughly 5000 metric tons of high-protein
biscuits were distributed eguitably to  targeted
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malnourished children under five years of age (2.16
million} and pregnant/iactating women {550,000)
during the period under review. Available supplies of
high-protein biscuits reportedly were adequate to cover
the requirement of these targeted beneficiaries. The
major problems of delays in contracting and arrival of
nutrition  supplies,  inadequate transportation and
storage facilities and the lack of incentives for
community child care units programme volunteers have
continued to adversely affect implementation of the
targeted rutrition programme. In alf 15 governorates in
the centre/south, transportation of nutrition supplies is
effected in vehicles hired by the volunteers, §7 per cent
of whom are yet to be reimbursed owing to lack of
tocal cash to support the programme. The problem
could be reduced if an application for 189 trucks,
submtitted under the distribution plan for phase VII,
could bz released from hold.

72. While still wel] below the target of 3,000 that had
been set for phase IX, the number of functional
community child care units increased from 2,357 to
2,418, The expansion was adversely affected by the
irregular supplies of high-protein biscuits, delays in
reimbursement of transportation costs and lack of
incentives for wvolunteers. The United Nations
Children’s Fund (UNICEF) continues to provide
training and material support for the programme,

73, In line with the discussions held during the
finalization of the distribution plan for phase VIII, the
pafatability of the high-protein biscuits for the
beneficiaries was assessed by the health authorities in
collaboration with United Nations observers. At a
meeting with the United Nations Humanitarian
Coordinator  for Iraq, the Minister of Heulth
acknowledged that the acceptability of high-protein
biscuits by the target group was almost 100 per cent,
The Ministry has therefore indicated its renewed
inlerest in importing more high-protein biscuits, Alsa,
imported therapeutic milk is currently undergoing
quality control. it is recommended that the Goverttimeni
expedite the quality control of the imparred therapeutic
milk and also take the necessary measures 1o contract
urgently the supplies required in adequate quantities in
order to address the nutrislonal needs of the
beneficiaries concerned.

74, In the three northern governorates, 5,961 metric
tons of gssorted food commodities were distributed to a
monthly average of 256,270 beneficiaries through the
supplementary feeding programme of the World Food
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Programme {WFP}. The supplementary feeding project
for malnourished childien has been redesigned to
inciude advocacy of proper feeding practices to achieve
a better nutritional status for the malnourished children
and their siblings. This will be implemented in
collaboration with the local Women’s Unian. The Food
and Agriculture Organization of the United Nations
(FAQ} is assisting WFP in 2 aew small-ruminants
programme inténded 1o enhance the diet and provide
income generation for about 10,000 female-headed
househalds in 788 villages.

75. UNICEF initiated the provision of nutritional
supplements, reaching 60,000 of a total of 30,000
targeted pregnant and lactating women, through 93
antenatal care unils in three northern pgovernorates.
UNICEF also established an additional 1% growth
monitoring units and 30 community child care units,
raising the totals to 400 and 249 respectively. The
system, with a current capacity to screen approximately
280,000 children, found that 23,500 were moderately
or severely  malncurished.  Household SUIVEYs
conducted in November 2000 indicated that 16.2 per
cent of children under five years of age suffered from
chronic malnutrition, 9.7 per cent were underweight
and 3.1 per cent were acutely malnourished, which
constituted an improvement over rates of 30,3 per cent,
5.9 per cent and 3.1 per cent, respectively, in
November 1997,

Water and sanitation

76. Data available during the period highlighied
variations in the water znd sanitation situation between
rural and urban areas in the country. According te
preliminary results from a national survey conducted in
199972000 by UNICEF/CARE and relesszd in
December 2000, access to potable water in rural areas
improved from 41 per cent in 1997 to 46 per cent in
2000, while for urban areas it decreased from 94 per
cent in 1997 10 92.4 per cent in 1999/2000, Also,
United Nations assessment resulis from 40 per cent of
the 218 existing water treatmient plants indicated a 10
per cenl average increase in their overall production
efficiency. There has also been an overall reduction of
52 per cent and 46 per cenr, respectively, n failed
samples of bactericlogical and chilorine tests for water,
indicating & marked improvement in water quality.

?7. Supplies delivered so far have arresied # further
deterioration of the existing water and sanitation
systems. For instance, in Baghdad City, the garbage
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disposal situation has improved with the provision of
garbage disposal vshicles under the programme. In
addition, the recent arrival of construction equipment
and transport wvehicles, previously on hold, has
facilitated the installation of pipes. Ta date, 1,423
kilemeires of pipe of different sizes has arrived in the
coumiry, of which 362 km has been distributed.
Installation of these pipes commenced with the recent
arrival of constraction equipment, and 206 km of pipe
has already been installed. The rest of the pipe forms
very conspicuocus heaps in streets and in warchouse
premises, awaiting installation. The local water
authorities have recently begun ordering the required
equipment for rehabilitating abandoned water and
Sewgrage treatment plants, However, an assessment of
74 of the 135 water-boosting stations showed that 57
per cent were operating below half of their expected
capacity, as & resull of power outages and an
availability of standby generators to support only 50
per eent of the boosting stations,

78.  During the period under review, 2,499 metric tons
of chlorine pas arrived. Stocks in the Baghdad Water
and Sanitation Authority currently stand at 317 metric
tons, and are expected to fast for almost fwo months, at
8 consumption rate of approximately 6 metsic tons per
day. Stocks at the General Establishment of Water and
Sewerage stand at 2,694 metric tons, and are expected
1o last for almost 10 months, at a consumption rate of
approximately 9 metric tons per day. The increasing
arrivals of chlorine cylinders without the availability of
adequate safety equipment, particularly protective
masks with appropriate filters at sites, gre causing
major  safety concerns  for implementing  and
observation personnel. In this regard, the release of
protective masks, forklifts and computers from hold
will enhance chiorine handling and record-keeping.

Y%, In the three northem governorates, a recent
household survey showed improved access to safe
water (93 per cent) and sanitation (92 per cent) at the
end of 2000. However, there are significant differences
between urban (96 per cent) and rural (83 per cent)
areas for access to safe water, while access to adequate
sanitation is reported to be 98 per cent for urban and 83
per cent for rural communities, WHO reports, however,
that bacterial contamination remains a concern as a
resuit of netwerk corrosion, occasionat failure to carry
out chlorination {predeminantly in semi-urban areas
and villages) and ilfegal connections (particularly in
cities and collective towns). Holds imposed by the

Committee on  bulk-purchased growth media for
bacteriological water quality analysis are ocausing
considerable difficulties and concern. The major urban
centres of Erbil, Dahuk, and Sulaymaniyah are serviced
by old and inadequate water supply, storm drzinage,
and sewcrage treatment systems which in some cases
require major overhaul, upgrading, extension or
replacement. [n this regard, arrangements are on hand
for & series of feasibility studies for four large projects
in the three urban centres.

Agriculture

80. As at 14 May 2001, cumulative applications
submitted under the sector amounted to $2.52 billion,
an increase of 55 per cent in comparison to
t November 2000. Similerly, the valus of approved
applications increased by 50 per cent. In tandem with
this, however. the value of holds increased by 129 per
cent. Items on hold, worth $487 million, include
essential agricultural production items such as
pesticides, sprayers, veterinary vaccines and equipment
for irrigation systems. To date, items worth 72 per cent
of cumulative arrivals have been distributed,

81. The results of sectoral impact assessments for
irrigation pumping stations, veterinary cold chain,
winter vegetables and bee-keeping, indicated in my Jast
report (S/2001/186, pares. 102-105) are now available,
They show an improvement in a number of arcas as a
result of programme inputs. In six governorates, winter
vegetable production increased by 27 per cent.
Similerly, in 10 governorates {Diyaia, Baghdad,
Babylon, Wasit, Basrah, Najaf, Anbar, Ninevah,
Salayaldeen and Tameem), the number of bee-kagpers
increased by 31 per cent and the number of beehives by
IS3 per cent. However, increases in insect pests and
diseases (65 per cent), predators (B85 per cent),
Inadequacies and poor quality of procured inputs and
the lack of updated technical knowledge of farmers
reduced projected honey production by 29 per cent per
hive. An assessment of the veterinary cold chain
showed thai the use of generators, refrigeratars and
cold trucks, provided under the programme, enhanced
the storage and transportation of animal vaccines and
heat-sensitive medicines. An irrigation assessment
completed in March 2001 in three governorates
(Baghdad, Najaf and Anbar) showed a 22 per cent
increase in the irrigated areas, and a 37 per cent
increase  in  water-pumping capacity in  four
governorates  (Salayaldeen, Diyala, Baghdad and

i3
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Kerbala) as a result of the installation of centrifugal
water pumps over the past two vears. Also, the delivery
of programme excavators contributed to more than 30

per cent of the total 1,334-km length of canals
excavated in four southern governorates {Muthana,
Misan, Thig Qar and Basrah} during the 1999/2000
season. However, long and cumbersome administrative
procedures allowed only about 31 per cent of the spare
paris already received in the country to be delivered.
Available programme tractors represented only 29 per
cent of current needs.

82, An assessment of the veterinary diagnostic
taboratoties in the 15 governorates of the centre/south
indicated that all three central laboratories were
operating at @ minimal level, while only 27 per cent of
the governorate laboratories and 2 per cent of the
district laboratories were operational, owing (o a severe
fack of equipment, reagents and diagnostic kits. All the
facilities experience great difficulties in collecting,
transporting and procgssing test specimens. The release
from hoid of diagnostic kits and other required
equipment would enhance performance in the sub-
sector.

83, 1 is worth noting that despite the spread of foor-
and-mouth disease in some of the neighbouring States,
1o case was reported in Iraq during the period under
review. This contrasts with a similar sitwation in 1958
15%% when Iraq suffered tremendous livestock losses
owing 1o the spread of the disease. The Government of
Iraq in the south and centre, and FAQ in the northern
governcrates, continued to plan, coordinate and
undertake preventive measures, including a foot-and.
mouth  disecase revaccination campaign  using
programing vaccines for smalt and large raminants.

84, For the first time in the last 10 years, the
Government of Iraq notified FAO that aerial spraying
against crop diseases and pests would be conducted by
Iraqi pilots. The Government rejected the suggestion
by FAQ 1o include FAQ observers on board during the
spraving. FAO brought the matter to the attention of
the Committee and in a letter dated 8 May 2001
addressed to the Permanent Representative of Img w
the United Nations, the Chairman of the Commiitee
drew attention tc the carlier authorization by the
Committee for FAO to undertake the aerial spraying
activities in Iraq on the understanding that all
procedures established by the Committze for such
operations would be followed 23 in previous years. In
view of the timing of the operation and taking into
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account the wish of the Govermnment of Iraq, the
Commitiee was “ready to authorize Iragi pilols to be
used, provided FAO observers would be permitted on
board each and every such flight during the operation
and that pll other elements of the established
procedures remain imtact”. At the time of the
finalizaticn of the present report, Irag had not yet
responded to the Chairman’s letter, even though it was
reported that the spraying had already taken place.

85. Based on the results of two surveys, an integrated
pest management method was initigted in the plain
areas of Erbil to control the infestation of wheat by
soft-scale insects. In addition, an integrated package
programme for the promotion of industrial tomato
growing in three sub-districts was introduced to ensure
a steady supply of raw materials for the tomato paste
production plant in Harir. Civil work for the Harir
frut-processing plant was completed, 304 farmers
signed contracts to supply sunflower to the Arbat oil-
processing plant and a dairy product marketing survey
was conducted,

&6. During the reporting period, 28 gravity irrigaton
schemes were completed in the three northern
governorates, This programme activity benefited 2,926
farmers, irrigating 2,095 hectares of arable Jand. Sixty
deep welis were drilled in drought-affected areas for
irrigating orchards and watering livestock. FAD and
UNICEF have been sefting up sustainsble water
sources management systems and collecting the hydro-
geological information required for them.

§7. With respect to training, 11,505 farmers and 766
agricultural staff were trained in 380 regular and 60
specialized courses. In addition, 15 agricultural field
days were conducled, involving 3,623 farmers.

88. With respect to animal health, as a precaution,
FAQ provided one primary dose of foot-znd-mouth
disease to 858 per cent of the cattle. This activity was
fimited by a shortage of vaccines owing to non-
delivery by the contracted supptiers.

Electricity

89. As at 30 April 2001, out of a tetal of some 32.3
billion in approved applications since the start of the
programme, electrical equipment valued at 3696
million had arrived in Iraq — of which $233 million
worth had arrived during the reporting period. Of the
latter, $222 million wortth, representing 95.5 per cent,
had already been distributed to installation sites in the
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centre/south, Owing to the long lead time for the
delivery of equipment in this sector, these arrivals
represent only 31.3 per cent of the approved equipment
and materizls recetved in the country. As an indication
of the very slow delivery process far electrical
supplies, equipment valued at $8.44 million which had
been contracted under phase I, only arrived during the
current reporting period.

90. The Government continues to aceord very high
pricrily to this sector, with actual contract application
levels almost consistently above the distribution plan
sectoral allocations. However, despite this and other
self-reliant ipitiatives that have been undertaken, an
analysis of the demand in relation to generating
capacity in the centre/south indicates that the current
deficit of over 50 per cent will continue until more
substantizl blocks of generating capacity are added to
the grid. As estimated by United Natjons observers, the
generation deficit at peak demand during the summer
mentks in 2001 could be as higk as 3,204 megawatts
{MW), a substantial increase from the estimated 1,800
MW reported unofficially for the same period in 2000,
Rehabititation and new generation projects added 296
MW to the generating capacity, but this was offset by
units removed from service for routine maintenance as
well a5 the decreasing capacities of other aperating
units owing to deterioration. The generation problem
has been compounded by the three-year drought, which
reduced hydropower generation to 15 per cent and also
affected the performance and reliability of thermal
units resuiting from a scarcity of coaling water.

%1, The United Nations team, in visits o the thres
thermal power stations at Baiji, Mussaib and Baghdad
Sowth, found them to be in critical condition, with
corrosion of water trestmemt equipment, tanks and

ipelines causing heavy leakage of chemical fumes in
the water treatment plant area. The release from hold of
applications for water ireatment systems would address
this problem. Also, the release from hold of safety and
communication equipment  will help improve the
personal safety of plant workers and enhance the
timely implementation of the sector’s rehabilitation
prajects.

92. In addition to generation, about 300 (11/0.4
kilovolt-ampere capacity) distribution  transformers
were installed, adding 75 megavoli-amperes capacity to
the distribution system. These have stabilized the
power supply to areas covered and improved the
voltage profile, enabling about 20,000 consumers in

cities in the centre and south to be connected or
reconnected te electricity. In this regard, contracts
concemning transmission, distribution and
communication equipment necessary for power
Systems operation urgently need to be relessed from
hold. As at 14 May 2001, & total of 243 electricity
sector contract applications was on hold, with a value
of $874 million, representing 28.1 per cent of the total
value of applications circulated 1o the Commirtes,

93. The overall power supply situation in the three
northern  governorates remains  critical. Despite
improved rainfall over the past winter s#ason, the
three-year drought still severely affects the water level
in the reservoirs serving the wo hydropower stations,
resulting in the continuing Jow levels of power
peneration. The total generation from these stations
averaged 40 MW during the period under review, with
about 10 MW distributed to Erbil and about 36 MW to
Sulaymanivah. Dahuk, which is the only northern
governorate connected to the national grid, receives an
average of 10 MW. These figures fall short of the
respective demands of 250 MW for Erbil, 350 MW for
Sulaymaniyeh and 100 MW for Dahuk. To meet
existing emergency needs in the three northern
governorates, a total of an additional 100 MW s being
produced by small diesel generators, A mzjor milestone
for the programme was the commissioning and
handover of the Erbil and Dahuk 29 MW diesel plants
to the Uniled Nations Development Programme
(UNDP} by the contractor in March and April
respectively; the plant in Sulaymaniyah is expected to
be handed aver iz May.

94, Effective implementation of electricity projects in
the three northern governorates has been extensively
hampered as a result of inordinate delays by the
Government of Iraq in the issuance of visas. Since
I Novernber 2000, 312 visas for UNDP staff have been
requested, of which 190 had been granted by 14 May
2001 and a total of 122 were awaiting clearance by the
Government. About hatf of those pending are for staff
required to operate and maintain the three 29 MW
pawer plants for six months untit local staff have been
trained. The number of visas required by the project
will have 1o increase &s more coniracts are awarded,
Inordinate delays in granting the required visas will
adversely affect project implementation, resulting in
contract or hid cancellations and financial losses 1o the
programme,

15

8059328



25, As indicated in my previous report (8/2001/186,

para. 115), discussions have now been held with the
local authorities in the three northem governorates,
who  have reached common understandings on
reconnection of the northern governorates to the
national grid. The Iocal authorities sgreed that
reconnection o the national grid is one of the most
technically viable and economically cost-effective
options to provide the north with a sustained electriciry
supply. Irrespective of when precisely the peak-load
elecrricity needs of the country can be met, the locsl
authorities agreed that it is worthwhile to proceed with
reconrection and that practical steps towards this end
would contribute 1o confidence-building between all
concerned and thereby encourage better cooperation
and collaboration. They also agreed that these steps
were essential for the successful execution of short-
term  and  medium-term  emergency electriciy
generation projects currently under way in the north. In
addition, they agreed that recounection should be
complementary to both approved and planned
emergency electricity projects, under the humanitarian
programme. With respect to the national grid, the local
authoritics agreed that generation projects could be
funded from the ESC (13 per cent) account and
integrated into the grid on the condition that they were
crecied and installed within the three northern
governorates and that the Government of frag would
supply  fuel for  them. Conditions preceding
reconnection would be that the Government of Iraq
would provide a salemn assurance that the same level
of electricity supply would be provided to the three
northern governorates as is aveilable to the other
governorates in the centre/south of Traq and that a
uniform rate per unit of electricity consumed would
apply throughout the country,

96. The above understandings reached among the
local authorities have been brought to the aytention of
the Government of Iraq, whose response is pending.
The United Mations is ready 10 undertake, under the
programme, the necessary transmission work for the
reconnection of the three northemn governorstes to the
national grid in collaboration with the Government of
Irag.

Education

37. During the reperting period, $70.8 million worth
of supplies were received. However, throughout the
education systern, shortages of educational marterials
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and equipment, sub-standard institutional resources and
pronounced  disincentives to the academic cadres
continue to iflict greater structural damage than the
programme can address. Such stendy deterioration of
the educational infrastructure is compounded by a rise
in the value of applications for centracts on hold,
which has almost doubled, from $78 million to $154
million, during the reporting period. It is regrettable,
however, that B8 with the health sector, not a single
application has been received under phase IX of the
programme.

98. An assessment of 1,208 schools confirmed
widespread  deterioration of school buildings and
facilities, a shortage of school textbooks and
insufficient classroom space to accommodate the
growing number of pupils. Observers also noted that
only 72 per cent of the schocls visited had recejved
rehabilitation  materials  from  the programme.
Specifically, 79 per cent of the schoal buildings were
assessed as being in sub-standard or critical condition.
In addition, 27 per cent of programme rehabilitation
materials stil] had not been installed two years after
their distribution. The inability of the school
authorities, in the absence of a viable cash component
for the sector tw fund the cost of the
installation/rehabilitation of materinls contributes to
the paucity of such materials procured. Consequently,
increasing multiple shifts continue to be adopted in
order 10 meet the requirements of a growing school
population in the midst of unsafe school conditions.

99. Currently, enly 15 per cent of textbook
requirements are met through local printing facilities;
35 per cent consists of imports from Jordan and the
remaining 50 per cent is met by reusing second-hand
books. This has led 1o a situation where students are
obliged to use textbooks in wvarious stages of
deterioration. Meanwhile, rehabilitation of the Ministry
of Education printing press is constrained by the lack
of expertise and funds to install spare parts. The
printing press still operates at 10 per cent of its original
capacity. A UNICEP-sponsored team of experts
appraised the printing press and recommended the
replacement of some machines and the procurement of
Spare parts to repairs others. The Ministry of Educatiot
gccepied the report and has submitted contract
applications accordingly.

106. Higher education has also suffered deterioration
in terms of infrastructurs. Available egquipment,
particularly science laboratories, is grossly insufficient

8059329



for the student population. For example, on-site
verification of 19 tractors distributed to agricultural
colleges revealed the student-to-tractor ratio of 200 to
[, while nong of the supplementary accesseries, such as
different ploughs for soil preparation, had been
provided. In addition, 114 microscopes distributed to
the higher institutions covered only 30 per cent of the
requirements. Such inadequacies have continued to
have a negative effect upon the standard of instruction.

101, With respect to primary sducation in the three
northern governorates, the programme supported the
rehabilitation of 14 schools, benefiting 2,235 children.
In addition, two new schools, benefiting about 450
children, were constructed. About 254  teachers
received various types of training. In secondary and
higher education, the United Nations Educational,
Scientific and Cultural Organization (UNESCO)
concentrated on improving access and participation of
students, enhancing the quality of education through
professtonal training and assisting local education

authorities in  planning, upgrading facilities and
providing supplies and equipment. Construciion
projects included rehabilitation of institutional

infrastructare. In addition, two secondary schools and
two computer training centres were completed and
handed aver 1o the local authorities.

Telecommunications

£62. The telecommunications infrastructure in fraq is
outdated and remains in & precarious state despite the
inclusion of a telecommunications sector in the
distribution plans since phase V of the programme.

103, Of the 180 applicetions for contracts, of a value
of 5321.8 mitlion, submitted for the
telecommunications  sector, only 96 have been
approved since the inception of the programme, with a
value of 591.5 million. Supplies worth $17.8 million
have arrived and 58.6 million warth have been
distributed. The slow rate of amival has been
attributable to the long lead time required for the
supply of equipment in this secior. in addition to
applications previcusly submitted, 41 applications with
a value of $33.8 million were submitied under the
sector during the period under review. 5o far, most
applications related to core rtelecommunication
equipment and material, with the exception of one
sutellite earth station, have been placed on hold since
phase V.

104, United Nations observations indicate that there
are no spare parts for the maintenance of the network,
and the situation is deteriorating at a fast pace. Local
and international calls are extremely difficult to make.
Only 4 per cent to 11 per cent of the international ecalls
placed are successfully completed. This inoperational
telecommunications infrastructure is affecting not only
normal activities within the country but also
communications related to programme activities,
particelarly in the health, transport and food handling
and oil sectors. Similarly, weather observation and
forecasting in the meteorological sub-sector is difficult,
with adverse effects on  agriculture and  the
epvironment.

1G5, Efforts to address these problems through the
programme have unfortunately not vietded any result,
owing 10 holds placed on applications. Holds in the
sector include spare parts for crucial eguinment
required o sustain normal communication services in
the country. It is hoped that, following the hriefing
provided to the Committee by the International
Telecommunication Union (ITU) in early May, there
would be some relief from the problems in the sector,
including release of contract applications from hold.

1G6. During the reporting period, 1TU established a
new office i Sulaymaniyzh to support i
implementation activities in the governorate. [TU
projects in the three northern governorates include the
replacement of three obsolete t¢lephone exchanges, one
each in Erbil, Dahuk and Sulaymaniyah, with an
aggregate capacity of 40,000 tlines, along with
transmission  systems required to integrate these
exchanges. The tender evaluation report has been
compleled and the contracting process is under way
and will be completed shontly. Additional projects
currently being planned will call for & new local
network, a GSM mobile network, expansion of existing
local lines and an extension of the telecommunication
network to the district level. To ensure connectivity
and interoperability, all telecommunication projects ia
the north are being carried out in fuli consultation with
the relevant authorities in Baghdad.

Housing

107, In my previcus report, | drew attention 1o the
tremendous increase in the number of applications
submitted and approved, which had been introduced in
June 2000 (5/2001/186, paras. 135-138). Cut of the
total value of $1.6 billion of the applications submitted,
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$1.4 billiat worth had been approved, and £531 million
worth of supplies had arrived in Iraq by 14 May 2001.
During the period under review, materials with 2 value
of $224 million had arrived and Just over $81 million
worth had been distributed. It remains a CONCErT:,
however, that the total value of holds an construction
machinery, equipment and spare parts, which are
esseatial for utilizing the building materials for the
construction industry, has increased to $139 million.
This has resuited in shortages of construction materials
such as cement and bricks, which are normally locally
produced. With very few factories for construgtion
materials currently operational, the ensuing shortapges
and subsequent high prices of these products present
real bottlenecks to housing construction,

108. Tn tandem with the increase in allacations and
supplies to this sector, the Ministry of Housing and
Constructlon created a Directorate of Heusing to
overses the construction of social housing, as outlined
under the Special Allocation section of the phase IX
distribution plan (5/2001/134). The Directorate is
currently studying 240 senders for the censtruction of
social housing complexes, at 304 units per site, in each
of the governorates of Baghdad, Missan, Thigar and
Muthana. These are intended for the low-income
earners whe cannot afford construction of individual
houses.

109. Meauwhile, the Government of Irag has adopted
several other policies to ensure that building materials
are more efficiently accessible to  the general
papulation. Thus, the distribution of serviced land plots
and the provision of low-rate mortgages and prototype
architectural designs are measures for providing
material and financial support to individuals. The
adoption of measures to streamiine applications for
building under the programme has already helped to
expedite this activity, One of these measures is the
discontinuation  of  government inspection  of
canstruction sites prior to the approvel of building
applications, in order tn accelerate the number of
applications. The number of applications for end-users
to chiain building materials almost doubled between
November 2000 and April 2001, from 23,875 to
42,486. The distribution of building materials ynder the
programme has been based on proof of intent 1o
construct, which has benefited both private and public
end-users. Private builders receive materials actording
10 a quota system, with a maximum plot size of 400
square metres for cach applicant. An analysis of data
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available to United Nations observers indicates that the
quantity of housing materials arriving in the country
end being disiributed to the beneficiaries is generally
adequate,

{10. While the distribution of construction materials
from central to governorate warehouses has remained
efficient, the cost of transporting them &om the
warehouses 1o construction sites is high, disccuraging
some qualified private builders from gequiring theijt
quota of building materials. The high transporiation
costy are related to the weight of these hesvy materials
and the long distances involved: hence some qualified
private builders consider It more cost-effective to
procure building materials at nearby markets at slightly
higher prices than those for the subsidized programme
materlals. This matter has been brought to the attention
of the Government, which expressed concern thar If
prices were set too much lower, that would encourage
beneficiaries to sell the items or smuggle them to
neighbouring countries. Further discussions on the
matier will be pursued with the Government with a
view 1o finding satisfactory amangements to  all
concernad,

Settlement rehgbilitation

I1l. During the period under review, the Unired
Nations Centre for Humen Setlements (Habitat}
completed the construction of 47 schools, 2,555
houses, 9 village clinics, 19 kilometres of sewerage,
laid down 61 kilometres of water pipe and constructed
178 kilometres of roads. These activities benefited an
estimated 35,000 families in 192 villages, including
13,361 families who took advantage of self-build
programmes. Revised project management procedures
ted to a doubling of the agency’s work budget from $35
million to $70 million during the reporting period. As
mentioned in my previous report {5/2001/186, para.
136), the rate of provision of housing has been
inadequate. In response, Habital has increased the
proportion of expenditures devoted to housing from 39
per cent to over 45 per cent [iespite  these
achievements, however, the programme faced a number
of constraints which occasionally halted or slowed
down construction activities, including heavy rains and
shortages of cement and other building materials,
Consequently, Habitat ie exploring the feasibility of
measures fo arrest further deterioration of the Tashuja
Cement Factory and options for increasing cement
availability through imports.
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12, As outlined in my previous report (5/2001/186,
para. 135), Habitat is supplementing its injtial survey
of  internally displaced persons with g more
comprehensive survey to identify al} vulnerable groups
in order to widen and improve iis programme
intervention,

113, In my previous report | oinformed the Security
Counzil that the United Nations Office for Project
Services (UNOPS) had taken over from the United
Nation: Office of the Humanitarian Coordinator for
Iraq the primary logistics activities related to relief of
the  internally displaced persons, including  the
responsibility of procuring emergency relief items such
as tents, blankets, kerosene heaters, stoves, floor mats
and  waler tanks (8/2001/186, para. 138}, The
distribution of winter relief items was completed by the
end of February 2041, by Jocal nog-governmental
organizaticns, on behalf of the United Nations Office
of the Humanitarien Coordinator for Irag. Moreover,
the procurement process for summer relief items has
been initiated and is expected to be completed by early
June 2001. A transit camp near Derafok in the Dahuk
Governorate ig being upgraded. Overall, the scope of
operations establisheq by UNOPS to date has allowed
the programme 1o streamline the pracurement cycle,
enhatice warehouse management of relief items and
strengthen the distribution network. tritial feedback
from the field indicates that the programme has been
able to reach larger pumber of beneficiaries in a
shorter peried of time, thus relieving a  major
pregramme constraint,

114, The next step in the programme is the integration
of UNOPS plans and activities, at both sectoral and
muli-sectoral levels, for improved temporary shelter,
as well as for more vigble communities at final
resettlement sites, In this respect, [ had indicated in my
previous report that UNOPS would complete ap
dssessment, in April 2061, of the emergency needs of
the internally displaced, particularly the most
vilnerable groups. Owing 10 initial delays involving
issuance of visas and the fecent arrival of the Project
Coordinator in April 2001, the nature and scope of the
assessment s under review, in vonsuitation with the
United Nations Office of the Humanitarian Cosordinatnr
for iraq and Habitat,

Mine action

15 The UNOPS mine action programme has now
completed a survey that details the range and scope of

the mines and
the three northern Eovermorutes. The contamination
directly affects 1,098 tommMmunities, out of & total of
4,424 commmities surveyed. The stirvey found that in

the problem of unexploded ordnance in

the majority of cases the presence of mines blocked
access to agricultural and pastoral land, The mine
action programme has worked on 67 minefields and
completed the clearance of 12 minefields, which are
now used for grazing, farming and construction, To
date, 18,572 families jn 76 communities have benefited
from the programme. The total area cleared since the
beginning of the Programme is 6.2 square kilometres,
of which 1.9 sq. kim has beer cleared during the current
phase. Under the Programme, 7,007 nieces of
unexploded ordnance have been destroved in the
vicinity of 26 villages inhabited by 11,92{ families.
The rate of clearance has doubled in the current phase,
from an aversge of 200,000 square metres per mowth to
More than 400,000 square metres, owing to the
presence of more experienced teams, beiter procedures
and the availability of more detection dogs.

118, During the pericd under review, mine victim
support included the provision of 829 prostheses and a
mine  awareness programme  benefiting 159
communities. The number of monthly casualties has
declined from between a2 range of 30 to 68 up 1o
September 2000, to a range of 25 tp 53 subsequently.

117 Laenched in early 2000, the mine actiog
programme survey of 2,251 km of transmission lines
was completed In Decomber 2000, In addition, mine
clearance supparted the repair of secondary power
lines, the construction of mini-power—gﬂnerating
stations and transmission substations, work st Habitat
resettlement sites and the safety of microwave sites for
ITU. However, owing 10 the mordinae delays in
granting of visas to the UNOPS personnel required for
the implementation of the Programme — 89 visas were
pending as at 14 May 2001 — as well as delays in
import approvals, initistives to expand the capacity of
the programme and 1o enhance local capacity have
been Ffrustrated, iIn addition, safety is also being
jecpardized by the lack of communications equipment
and replacements for wom and/or unserviceshle
personal protective equiptent,

1%
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B. Cross-sectoral considerations in the
three northern governorates

Progremme coordination

H8. As indicated in my previous report (8/2001/183,
Para. 143}, the United Nations Office of the
Humanitarian Coordinator for haq {north), pursuant ta
2 decision taken ar the inter-agency level, had initiated
action o upgrade plamning data and enhance
inf{)rmazion»sharing within the inter-agency
programme in the three northern Bavemorates, A joint
humanitarian information centre was esiablished in
early January 2001 and has begun surveying the
availability of data required to develop a comman
programme framewark. 14 is also developing a tracking
system that will be compatible with the project
approach of the inter-agency humanitarian pregramme,
based on clear targets and performance indicators. The
absence of entry visas for consultants in multi-sectoral
planning, gender relations, agro-economics, and needs
assessments for vulnerable groups has delayed, to a
considerable extens, the unit's pragramme of work.

19, The increased scope and scale of the inter-agency
humanitarian programme is in many instances placing
a heavy strain on local ceunterpart institutions in
heaith, education, water and sanitation, electricity and
agriculture, In some ceses, they lack the skills and
rescurces to operate and maintain the equipment or to
staff the facilities being provided. In that regard, as
title 10 all goods imported and installed under the
programme vests for the (ime being in the United
Nations, agencies and proegrammes are faced with not
only the installation of new projects, infrastructure and
equipment, but alsa  with  their aperation  and
maintenance. As a result, United Nations agencies and
programmes are obligated to bring in international stafy
nat only to install project equipment, but also to ensure
the running of this tquipment once it is in place. As
more of these profects are set to come on line,
additional intemational staff, and with them the
issuance of more visas, will be required to instali,
maintain and train local staff without further depleting
the already limited expertise in the local institurions,
until local counterparts can be trained and attain the
necessary experience.

Drought contingency

i20. Additional rainfall, while leading 10 2 partial
recovery of rain-fed agriculture, has not been sufficient

b

to restore irrigation or hydroelectric generaticn o

normal levels. The inter-agency drought coordination
committes is therefare continuing to canduct surveys
and prepare contingency plans, with emphasis on
human, animal and agricultural water supply and
electricity. With respect to  electricity, the 1o1al
generating  capacity will remain  far shert  of
requirements until water levels are restored in the
Dakan and Derbandikhan reservoirs,

Delays in issuance of viszs and clearance
imports

121, The considerable number of delays and refusals
in the issuance of visas o internationa!  staff,
consultants and eontractors, contrary to the relavan:
provisions of the Memorandum of Understanding
signed between the United Nations Secretariat and the
Gavernment of Iraq (S/1996/356), and in particular its
section VI, paragraph 46, has been adversely
affecting the implementation of the programme as a
whole. While $28 visas had been granted since
I November 2000, as at 14 May 2001, the total number
of visas pending stood at 246, mostly for staff of
UNDP (122) and UNDPS (89) in the three northern
governorates. United Nations ExXperts, in addition to
carrying out the project activities required, have also
besn training national sraff te take over, as soon as
possible, the operations concerned. Until such time as
there is a sufficient number of qualified national staff
available, rthe programme  will require  outside
cxpertise, The delays have been undermining the
¢ffective implementation of the activities in those
sectors, and 1 appeal to the Government of Irag to
expedite the granting of the visas pursuart 1o paragraph
46 of the Memorandum of Understanding., The matter
has been brought to the artention of the Committee, In
a letter dated 7 May 2001 addressed to the Permanent
Representative of Irag to the United Nations, the
Chairman of the Committee expressed the cancern of
the Committee with regard to the siluation concerning
visas and urged “the Government of fraq to fuifil its
obligations under the Memorandum of Understanding,
and to expeditiously address this issue”,

122, In April 2001, the Government of Iraq made
passage of goods between Zakho and Mosul contingent
on prior provision of details on the consignments
concerned. This new measure resulted in a build-up, at
one point, of several hundred trucks in the Dahuk
Governorate. The immediate problem has eased,
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following intense consubiations between the United
Nations Humanitarian Coordinator for Irag and the
Gevernment  of frag. Iraqi customs 2uthorities,
however, have been instructed hot to allow the import
of any materinis  without the approval of the
Government, effective 1 June 2001, Discussions are
continuing with regard 1o long-term arrangements for
the facilitation of import and export of goods under the
programme through all entry points. The Security
Counci! will be informed on the outcome of the
discussions.

VI, Conclusions and recommendations

123, The present report reflects both the positive
achievements in meeting the humanitarian objectives of
Security Council resolution 986 (1995} and the
constraints and difficylties experienced in the effective
implementation of the programme. Over the past four
years, the humanitarian programme has contributed not
only to arresting the decline in but zlso to fmproving
the living cenditions of the average Iraqi. T should Jike
te reiterate, however, that the achievements of the
programme  should not lead us g gz sense of
complacency, The programme can and should be
allowed to achieve ifs humanitarian objectives to the
maximum. To this end, it is essential that it have the
full cooperation of alt parties concerned in order to
meet the humanitarian and essantial civillan needs of
the Iraqi people,

124 In my previous report 1 had expressed concemn
that the $5.356 billion required for the implementation
of the approved distribution plan for phase IX Tuight
not become available, owing 1o the substantial drop in
the oil exporte from fraq under the programme
(8/2001/186, para. 157). 1 very much regret to confirm
that, despite the increase in the daily average rate of oj}
€xports under the programme to at least the fevels of
the previous phase during the iast rwo months, it is
new estimated that the total revenue of oil exports
under the programme during the current phase {which
witl end on 3 June 2001) will reach only 6.5 billion
euros, or zbout $5.7 billion, which wil] provide only
about $3.5 billion for the imtplementation of the
programme, after the deductions pursuant to the
relevant resolutians of the Security Council,

125, The authorization for Iraq to export unlimited
amounts of oil and to import 2 wider range of goods
has transformed the programme’s nature and range of

activities from providirg emergency humanitarian
relief to EnCompassing many aspects of rehabilitation
of essential civilian Infrastructure. I should like 1o
reiterate the recommendation made in my previous
report (8/2001/186, para. 161} that the provisions of
paragraph 17 of resolution 1784 {1999) be applied also
to the remaining sectors of the distribution plan and
that the lists of items already approved (the “green
lists™}, relating to different sectors, be expanded 1o
include all items, with the exception of those covered
under resolution 1051 (1998}, Accordingly, 1 appeal 1o
the Security Council and jis Committee further to
streamline  their curreat cumbersome  approval
procedures and allow greater latitude so that a wider
variety of medicine, heaith supplies, foodstulTs, as well
as materials and supplies for essential civilian reeds
can be procured and supplied most sxpeditiously. Such
an approach by the Councii would also reduce the
eXeessive number of holds placed on appiications.

126. Notwithstanding the range of opinions and
discussions on &  broader framework  for  the
programme, 1 appeal to all parties concerned to
preserve the distinet humanitarian identity of the
programme established under resolution 986 (1995), 1
am encouraged by the work and achievemamns of the
United Nations observation mechanism to date and am
confident that the mechanism tan  provide the
necessary assurances to the Security Council and its
Commitiee that supplies and materials provided under
the programme are indeed being utilized for approved
purposes.

127. As indicated in the present report, a number of
major difficuities continue to be encountered in the
effective implementation of the programme, due to the
absence of a viable armangement for local procerement
of goods and services end the provision of a cash
component. An increasing range of equipment is being
imported under the programme, with insufficient jocal
resources available to undertake installation, training
and maintenance. This makes such an arrangement
more necessary than ever, as it is essential for the
efficient use of imported commodities. The absence of
arrangements for local procurement, for example, has
fed to a situation where locally produced agricultura}
items cannot be purchased unider the programme for
inclusion in the food basket. In turn, the importation of
food items has become a disincentive to  local
agricublural production. | very much regret that there
has been no progress on the arrangements for local

2t
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Procurement and cagh component foreseen in
paragraph 24 of resolution 1284 {1999}, With this in
mind, T appeal to the Government of lrag 1o work with
the United Nations in developing the necessary and
viable working arrangements for local procurement and
@ cash component, which will ultimately serve 1o
stimulate Jocal production,

128, Tam pleased to inform the Security Council that a
team of experts visited lraq from 18 March to | April
2001, pursuant to paragraph 15 of resolution 1330
(2000, to discuss arrangements for the utilization of up
to 800 million euros from the deposited funds in the
escrow account established by resolution 986 {1993).
Subject to the Council’s approvel of the proposed
arrangements, these funds will be used for the cost of
installation  and maintenance, including training
services, of the equipment and spare parts funded under
the programme for the oi] industry. The team of experts
is about to finalize it report and, pursuant to paragraph
15 of resolution 1330 (2000), 1 will submit my
recommendations thereon to the Council. I should like
to express the hope that, once the arrangementy
proposed  are appraved by the Council, similar
modalities could be extended to support activities in
other sectors.

129, With the increased funding level and the growing
magritude and scope of the programme, the whole
tedicus and iime—consuming pracess of the preparation
and approval of the distribution plan and its annexes

menths into the current phase. It
mind that soon afier the approval of a distribution plan,
thousands of amendments are submitted throughout the
course of a given phase and thereafter, Accordingly, 1
have directed the Executive Director of the Iraq
Programme 1o contirue  discussions with
Government of Irag with 2 view 1o devising a more
appropriate and flexibfe planzing process thar would
meet the requirements of the expanded programme.

130. Current contract applications ang processing
procedures were put in place at a time when the overali
focus and magnitude of the humanitarian programme
were considerably smaller. Now that the programme
has grown in size and complexity, many more
contracts, in almost all sectors, involve large-scale
techmical equipment. For such  conmtracts, cusrent
brocedures involve the submission of additional

technical information before processing and approval
¢an occur. Omissions can delay the process by waeks,
and &t times by months, In  addition, current
procedures, from the time of suthentication of goods to
the payment to g supplier, can ke from six to eight
weeks. I have therefore requested the Executive
Director of the Iraq Programme further 1o review and
sireamline  all  relevant procedures  apd  make
recommendations thereon to the Committee.

131. 1 should like ta express the hope that the revised
and updated lists of jtams and technology 1o which the
import/export mechanism approved by resolution 1051
(19963 apply, to be submitted pursuant to paragraph 19
of resolution 1330 (2000} by the Executive Chairman
of UNMOVIC and the Director-General of IAEA, will
lead 10 a reduction in the number of disagreemants
between the Secretariat experts and members of the
Security  Councit Commiliee  on  the status  of
applications  submitted under the humanitarian
programme. A better-defined list of items to be
submitted under the mechanism approved by resolution
H31 (1996) would alse teduce the number of holds
placed on applications, Even for “dual use” items or
items on the resolution 1051 (1996) list, T should like
1o appeal to the Security Couneil Commitiee 1o have
confidence in  the United Nations chservation
mechanism and o approve andfor reiease applications
oft hold, if Recessary on the condition of “end-gse”
observations and reports thereon to the Comm irtee. The
United Nations observation system is now capable of
tracking the “end-use” of items throvghout the country
and providing the Commitiee with regular reports and
Information on such items, as required. 1 also would
like to appeal to the Government of iraq to fuliy
Cooperate in this undertaking.

132, 1t is essential for the Government of Irag 10
prioritize its contracting, giving particular attention to
the food, health ard nutrition sectors, Furthermore,
with the size of revenues available 1o the programme,
shortfalls in distribution of food basket items and
essential medicines can no longer be justified. 1 am
therefore instructing the Executive Director, in ful
consultation with the United Nations Humanitarian
Coordinater for Iraq, the United Nations agencies and
the programmes concerned, 10 provide me with an
assessment in time for my next Fepart to the Security
Council, including a tist of essential medicines in shos
supply and measures required to resolve this problem
without further delay,
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133. It is also essential to address urgently the
problemts arising from inordinate defays in submissions
of applications and from the submission of pon-
compliant applications. Ir is unfortuniate that while the
Secretariat has notified the Government of Irag of fis
concern over delays in the submission of contracts,
feedback from the Governmen! showed that in many
<cases contracts have been signed bot suppliers have yet
to submit them. With only about three weeks Ieft to the
end of the present phase, on 3 June 2001, the total
value of appiications received, as at 14 May 2001, was
$1.8 billion, including $1.2 billion for items for the
food basket, Not 4 single application under the healen,
water and sanitation, education and ot sectors has been
received. | therefire appeal to the Government of Irag
to insist that it suppliers submit applications in a
timely fashion. I should also like to reiterate my appeal
to the Government of Irag to provide information to the
Office of the Iraq Programme 2nd the Upited Nations
Office of the Humanitarian Coordinator for Irag on
CORTracts  signed, even before the applications
concemed are submitted by the suppliers to the Office
of the Iraq Programme. Such advance information
would  definitely expadite processing  of  the
applications received, In this cottext, I should also like
o recommend to the Government of Iraq that the
Central Bank of fraq take all necessary measures to
expedite the processing of the outstanciing $1.151¢
billion worth of unopened letters of credit for already
approved applications,

134, 1 wish to express my deep concern over the
current visa situation and the negetive impact that the
interruption in essential activities s having on e
humanitarian  situation in the three northern
governorates, In this regard, [ reiterate my call upon
the Government of lraq 10 issue the required visas to
United Nations officials, experts and other personnel
performing contractual services for the United Nations
in Irag, in conformity with the lstter and Spirit of the
relevant  provisions  of the memorandum of
understanding, paragraph 48 of which stipufates that
these staff shall have the right of unimpeded antry into
and exit from Iraq and shail be issued visas by the Iragi
authorities promptly and free of charge, In this regard,
it should be noted that, as title for all ESC (13 per cent)
account properties remain, for the time being, with the
United  Nations, the Organization  finds  jtseif
responsible not only for the building and installing of
infrastructure and equipment, but also for it eperation
and maintenance and for the training of pational staff

With the expansion of the programme activities, in
order to fulfll the responsibilities entrusted to it by the
Security Council, the United Nations will require an
increasing number of international staff,

135, I have repeatediy expressed my deepest concern
over the safety and security of United Nations
personnel working around the world, an increasing
number of whom have lately made the ultimate
sacrifics in the line of duty while carrying out
humanitarian and peacekeeping missions. | have been
following very closely the criminal coyrt precesdings
in Baghdad concerning the tragic event thal took place
in June 2000 within the premises of the FAO office in
Baghdad, in which two stasF members were killed and
cight persons were injured, ineluding four United
Nations staff members. | wish to inform the Security
Council that, on 14 May 2001, the crimigal court
pastponed, wvet again, for the seventh  time, jis
proceedings in the trial of the accused, 1o 28 May. |
will keep the Council informed of the proceedings of
the cour, which, | do hope, will be concluded
expeditiousiy,

136, In conclusion, | should like to stress that it s
incumbent on all parties concerned to take concerred
reasures to ensure the effective implementation of the
humaniarian programme in order to alleviate the plight
of the Iragi peaple, and to refrain from any actions tha
could exacerbate the already iragile living conditions
of the average Ireqi.
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Annex I

4

Allocation of total oil revenue among the various funds and
corresponding expenditures, as at 30 April 2001

L. Asat 30 Apeil 2001, 3,253.8 million euras had been deposited into the gccount
for phase IX as suthorized under Security Counci] resclution 1330 (2000), bringing
the total value of oil sales since inception to US§ 37,3339 million and 4,833.4
million eurcs,

2. The allocation of total oil proceeds received from inception to date and the
corresponding expenditures as at 36 April 2001 are as follows:

{a} S19,484.4 miltion and 23,7193 million euros have been afocated for the
purchase of humanitarian supplies by the Government of Iraq, as specified in
paragraph 8 (a) of resolution 986 (1995). In addition, $892.3 million and 9.5 million

humanitarian supplies in the cenual and southern governorates of Iraq, Letters of
credit jssusd by the Banque Nationale de Paris on behaif of the United Nations
amounted to approximately $19,538 million for humanitarian supplics and oil
industry spare paits for Irag and payments amounted to £11,431.6 million under
phases [ to IX;

(b) The sum of $5,259.4 million has been allocated for the purchase of
humanitarian goods to ke distributed in the thres northern governorates by the
United Nations Inter-Agency Humanitarign Programme, as specified in paragraph 8
&} of Council resolution 986 {1993} and as revised by paragraph 2 of Council
resolution 1153 (1998). Expenditures recorded for humanitarian goods approved by
the Commiliee smounted o $3,192.2 million;

{c) The sum of $12,343.7 million has been transferred directly into the
United Nations Compensation Fund, as specified in paragraph % {¢) of Council
resolution 986 (1995). As at 30 April 2001, a total of $224.9 miliion had been
aliotted to cover the operating expenditures of the Compensation Commission up 1o
31 December 2001, and an amount of $186.737.8 million Had been allotred for
payment of various instalments of “A”, U, YD, VBT and “F claims;

(d) The sum of 5844.] million has been allocated for the operational and
administrative expenses of the United Nations associated with the implementation of
resolution 986 (1995), as specified in paragraph § (d} of the resolution. Expenditures
for and the administrative costs of all United Nations entities involved in
implementing the resolution amounted to $477.1 million;

(e) The sum of $303.8 million has been allocated for operating expenses of
the United Nations Special Commission for the Disarmament of Irag and its
successor the United Nations Monitoring, Verification and Inspection Commission,
established by Council resolution 1284 (1999}, as specified in paragraph 8 (e) of
Council resolution 936 ¢ 1995). Expenditures For the Commission amounted 0 $90
miltion;

£f}  The sum of §370 million has been set aside for the cost of transporting
petroleum and petroleum products originating in Iraq and exporied via the Kirkuk-
Yumurtalik pipeline through Turkey, in accordance with paragraph 8 (f) of Coencil
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resolution 986 (1995) and in line with procedures adopted by the Committee. OFf that
amount, $7%6 miltion has been paid to the Government of Turkey:

(8} The sum of $129.5 million has been transferred directly to the escrow
aceount established pursuant to Council resolutions 706 {1991) of {5 Aupust 199)
and 712 (£991) of 19 September 199 for the repayments envisaged under paragraph
6 of resolution 778 (1992) of 2 October 1992, a3 specified in paragraph & {(g) of
resclution 984 {1995) and subsequently in paragraph 34 of my report number dated
I February 1996 ($/1996/978). The total repayments made amounted to $129.5
million.

25
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Annex IT

26

Oil proceeds and humanitarian su

pply letters of credit,

as at 30 April 2001
Oil proceeds
{United Siarcs doliars)

Number of leirers Halwe of Yetrers of crogy from
Phuse Las! deposit af credii opened ail sales iThted Siates dolicors)
[ 27 June 1997 123 2 149 808 395.99
u 2 January 1998 130 2124 569 788.25
[l 30 June 1998 186 2085 324 345.25
v 28 December 1998 280 3027147 422.3%
Y 25 Jure 199¢ 333 3947 432 565,12
vl 23 December 1999 352 7 401 894 481.57
Vil 16 Fuly 2000 353 £ 391 361 921 46
VIiL 5 December 2000 307 & 196 157 1448.0¢6
Tatal 21064 37 333 K86 478.05
Oil proceeds
(Euros)

Number of levrers Vadue af lenters of cred
Phaze Lost dépaset uf eredit opened Jrom oid sales fenros)
Vi 2% December 2000 41 1579611 832,13
X Ax at 30 April 2001 I03 3153792 480.77
Tetal 164 4 833 464 412.92
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Humanltarizo supply letters of eredit for £SB (53 per cent) account and
bulk procurement

Eirfue of betears
iof credif gpemed
fLimnod Staves dotiars)

Bank paywents
sk on detivery
(Linited States deliars}

1229078 786,79
1 193 975 676.69
1214 934 25907
1 599 269 155.50
273 B95 216.48

1 85295041277
284 560 522,98
3140 045 912,02
453 174 771.92
3 714 692 767.06
344 436 076.10
3755741 120.89
31576 414.56
458 186 022.09

1208 736 287.84
1179368 956.19
L 179 286 942.40
1499326 774.44
231 854 560.358

b 540 210 809.06
182 672 049.04
1728 916 012.33
193 639 265.03
1794 334 061.27
58 526 §95.12

722017 728.03

Number of letrers
Phase wf credis opened
i £719
I 538
I 672
IV Humanitarian supplies TS
IV il spare parts 478
¥ Humanitarian supplies D42
¥ Cil spare pans 518
V1 Humaditariao supplies I 548
¥ Oil spare parts 810
VIl Humanitarian supplies 2047
Wi Cil spare paris 631
VIH Humanitarian supplies 1 1%4
Y1 G spare parts 56
IX Hurcanitarian supplies 30
Toisd 11 199

19 518 518 214.92

11 431 596 381.10

7
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Annex 111

28

Sectoral observation table for the period 1 November 2000-

30 April 2001
Tyupe of abservasian

Hectnr Tracking ASERREMERE End-yse Lzer Tiztart
Food 95 237 15 ¢ 95 252
Trassport and food handling 240 i I3 273
Heaith 1491 i4 382 1 487
Mutrition 1 810 §13 - 2623
Water and sanization 1891 228 832 2951
Agricolture 1165 689 156 2020
Electricity 28] 3 37 3ol
Telecommunications” 3 2 i &
Education 510 1411 4 1925
Heusing 157 487 Q 5067
Tatal 102 720 1459 1434 131113

¥ With the arrival of equipment provided under the humanitarian programme, the
Telecommunications Sectoral Working Group resumed ohservation activitics on

26 April 2001,
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Trand.aled from Arstie

Pei- rangnt Mission tf frag to the United Nations -
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No. | MY /&,
\WAN/Z. ./\:Zf, [/

Dae. 5 November 2000
S AN AN frtt

s,

On Instructions from 1y Suvernment, | have e norowr o Sansinit 1o you herewith 3 LhLEh
narmmad Rasnhid, Mimster of Oil of the Republic of lrag,

dated 5 November 20C0 [tom Mo Amir Mu

~ nveying tha intenticn of thy lragi gate Qi Marketing Qrganization (SOMO) i¢ incprparate in cont-
tof the sats of ail 3 pravision o the effect that the sum ol 1.5 eures pef barre! shéuid be remitted to |
special accoun! designated b SOMO ic meni the costy of the producsion, trafssporation ana
exportation of cll. the maintaance of oil-related instaliations and gther essentizl axpantitures within

traq.
Accep:. Sir. elc
‘ (Signad) Saeed H. Hi
Ambass
Peormanent Rogresent

His Excetiency Mr, Kafi A \anan
Sacretary-Genesat of the Linitad Naians
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