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LETTER DATED 2 MARCH 1998 FROM THE CHAI RVAN OF THE SECURI TY

COUNCI L COWM TTEE ESTABLI SHED BY RESCLUTI ON 661 (1990)

CONCERNI NG THE SI TUATI ON BETWEEN | RAQ AND KUWAI T ADDRESSED
TO THE PRESI DENT OF THE SECURI TY COUNCI L

| have the honour to transnmit herewith the report of the Security Counci
Conmi ttee established by resolution 661 (1990) concerning the situation between
Irag and Kuwait pursuant to paragraph 5 of Security Council resol ution
1143 (1997) of 4 Decenber 1997. The report, covering the Committee's activities
inrelation to the inplenentation of resolution 986 (1995) of 14 April 1995
during the first 90 days after the date of entry into force of paragraph 1 of
resolution 1143 (1997), was adopted by the Cormittee on 2 March 1998.

(Signed) Antonio MONTElI RO
Chai r man
Security Council Conmittee established
by resolution 661 (1990) concerning the
situation between Irag and Kuwait
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Annex
Report of the Security Council Conmittee established by
resol ution 661 (1990) concerning the situation between
Irag and Kuwait on the inplenmentation of the
arrangenents in paragraphs 1, 2, 6, 8, 9 and 10 of
resol ution 986 (1995)
. | NTRODUCTI ON
1. The present report is submitted to the Security Council pursuant to

paragraph 5 of resolution 1143 (1997) of 4 Decenber 1997, by which the Committee
was requested, in close coordination with the Secretary-Ceneral, to report to
the Council 90 days after the date of entry into force of paragraph 1 of that
resolution on the inplenentation of the arrangenents in paragraphs 1, 2, 6, 8, 9
and 10 of resolution 986 (1995) of 14 April 1995. By paragraph 1 of resolution
1143 (1997), the Council decided that the provisions of resolution 986 (1995),
except those contained in paragraphs 4, 11 and 12, should renain in force for
anot her period of 180 days beginning at 00.01 hours Eastern Standard Tine on

5 Decenber 1997

2. The Committee has to date submitted five reports to the Security Council on
the oil-for-food operation, the first four (S/1997/213, S/ 1997/417, S/ 1997/692
and S/1997/942) on the inplementation of the arrangenents in paragraphs 1, 2, 6,
8, 9 and 10 of resolution 986 (1995) and the fifth on 30 January 1998
(S/1998/92) on refining and clarifying the Committee's working procedures in
order to expedite the approval process for sending hunanitarian supplies to
Iraqg.

1. SALE OF PETROLEUM AND PETROLEUM PRODUCTS

3. Since the resunption of petroleumsales fromlraq, the export of petrol eum
fromlraqg during phase Il has proceeded well, with excellent cooperation anmong
the oil overseers, the independent inspection agents (Saybolt), the Iraqi State
Mar keting Organization and the national oil purchasers. Oaing to the del ayed
resunption in petroleumsales and a serious price drop, a $400 nillion revenue
shortfall in the 90-day revenue objective of $1.07 billion (including the

pi peline fee) is anticipated, if current prices remai n unchanged.

4, The overseers continued to advise the Conmittee on prices, volunes,
liftings, destinations, managenment of the revenue objective and other pertinent
questions related to inports and nonitoring of petroleumexports originating in
Irag in accordance with the provisions of resolutions 986 (1995) and

1143 (1997).

5. As at 2 March 1998, the overseers had reviewed and approved a total of 35
contracts involving purchasers from 15 countries, with three still pending ow ng
to a lack of supporting docunents to the contracts in question. The tota
quantity of oil approved for export under those contracts corresponds to
approximately 155 million barrels for the 180-day period renewed in resolution
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1143 (1997), the hi ghest ampbunt since the beginning of the oil-for-food
operation. Al contracts subnitted enployed the pricing mechani sns approved by
the Conmittee.

6. In the first 90-day period, 46 |oadings, totalling 50.7 million barrels,
with an estimted value of $623 nmillion, have been conpleted. Four liftings,
totalling 5.7 mllion barrels, with an estimated value of $68 nillion, are
schedul ed for the renai nder of the first 90-day period of phase III. The
letters of credit opened for each Iifting were reviewed and confirned by the
overseers upon conpliance with the terns and conditions of the contracts
approved. About 63 per cent of the liftings have been nade at Ceyhan. The

| argest share of the volune listed went to Europe. At current prices, tota
revenue projected for the whole 180-day period by lifting the remaining

contractual volumes is about $1.92 billion (including the pipeline fee).
7. The overseers and the independent inspection agents (Saybolt) have worked
closely to ensure the nonitoring of the relevant oil installations as well as

the liftings. They have received the full cooperation of the Iragi authorities.

8. Pursuant to paragraph 14 of the procedures of the Conmittee, the overseers
have continued to report to it once a week on the contracts considered by them
regarding sale of petroleumoriginating in Iraq, including the cunulative
quantity and approxi mate val ue of petrol eum aut horized for export. To date, 63
such reports have been subnmitted to the Comittee.

1. EXPORT OF HUVANI TARI AN SUPPLIES TO I RAQ

9. As in phases | and Il of the operation, the Conmittee during the first
90-day period of phase Ill, continues to attach high priority to the work of
processing contracts for supplying humanitarian goods to Irag. Follow ng the
renewal in resolution 1143 (1997) of the arrangenents under resol ution

986 (1995), humanitarian supplies to Iraq approved under phases | and |

continued to reach Iraq. |In the same context, phase IIl has been running in
parallel with phases | and Il since 2 February 1998, when the first application
under phase IIl was circulated to the nenbers of the Coomittee. By the end of

February 1998, available funds for the purchase of humanitarian supplies had
been al nost exhausted with respect to phase | and fully depleted regarding
phase |1

10. As required under paragraph 8 (a) (ii) of resolution 986 (1995), the
Governnent of Irag on 5 January 1998 submitted a new distribution plan for the
purchase and distribution of humanitarian supplies in phase III. The new

di stribution plan was subsequently approved by the Secretary-Ceneral

11. Wth the adoption of resolution 1143 (1997) on 4 Decenber 1997, the
Committee started working on refining and clarifying its working procedures in
order to expedite the application approval process as stipulated in paragraph 9
of that resolution. The outcone of this endeavour was submtted as a report to
the Security Council on 30 January 1998 (S/1998/92).
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12. By paragraph 15 of its resolution 1153 (1998) of 20 February 1998, the
Security Council requested the Conmittee to inplenment the neasures and take
action on the steps referred to in its report of 30 January 1998 and to consi der
the rel evant observations and recomendati ons referred to in the report of the
Secretary-CGeneral of 1 February 1998, in particular with a viewto reducing to
the extent possible the delay between the export of petrol eumand petrol eum
products fromlraq and the supply of goods to Iraq in accordance with the
resolution, to report to the Council by 31 March 1998 and thereafter to continue
to reviewits procedures whenever necessary. The Committee continues to work on
t hese requirenents nandated by the Council.

13. As at 27 February, the Committee had received 957 applications under

phase | for export of humanitarian supplies to Irag. O those, 69 were
subsequent|ly cancel | ed and 879 were circulated to Conmittee nenbers for action
of which 830 have been approved totalling approxi mately $1.24 billion, 44 were
bl ocked and 5 remain on hold. Under phase Il, the Conmittee has received to
date 611 applications. O those, 20 were subsequently cancelled and 558 were
circulated to Commttee menbers for action, of which 536 have been approved,
totalling approximately $1.22 billion, 1 was bl ocked and 21 have been placed on
hold. Wth regard to phase III, 80 applications have been received so far, of
whi ch 2 have been cancell ed and 75 have been circulated to the nenbers of the
Committee for action. O the total, 49 have been approved, totalling

approxi mately $0.43 billion, 1 has been placed on hold and 25 are pendi ng under
t he "no-objection" procedure.

14. The work of goods-arrival-confirmation by the United Nations independent

i nspection agents (Lloyd' s Register) has been going on snoothly at the four
existing entry points in lraq at Al-Walid, Trebil, Zakho and Umm Qasr. The
Iragi authorities have accorded the independent agents full cooperation in their
work. By the end of February 1998, 756 consignnments of hunmanitarian supplies
had been confirned as having arrived in Iragq in total or in partial shipnents.

V. MATTERS RELATING TO THE KI RKUK- YUMURTALI K PI PELI NE

15. Pursuant to paragraph 2 of resolution 986 (1995), Turkey, on

14 Decenber 1997, requested the Conmittee's approval for paynents of the oi
transportation fee due it during the second 90-day period of Iraqg s oi
exportation in phase Il. A transfer of the agreed pipeline fee totalling
$48, 285, 616. 44 was subsequently effected, with Turkey as the beneficiary.

16. As referred to in the Conmittee's earlier reports, the Conmittee received
from Turkey, pursuant to paragraph 9 of resolution 986 (1995), two requests to
supply parts and equi pment for the repair and mai ntenance of the Kirkuk-
Yunurtal ik pipeline systemin Irag, both of which were subsequently approved by
the Committee. The Committee has requested the Secretariat to report on
arrangenents concerning the practical aspects in the execution of the nedi um
and long-termrepair and storage of the respective spare parts, in order to
enabl e the equi pment to be sent to Iraq.
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V.  CONCLUSI ONS

17. The Committee will make continuous efforts for the effective inplenentation
of all relevant arrangenents under the oil-for-food programre. |In particular

it will inplement the neasures and take action on the steps referred toinits
report to the Security Council of 30 January 1998, with a view to further
enhancing efficiency in the approval process of humanitarian applications to
Iraq.



