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To the Congress of the United States:

| hereby report to the Congress on the devel opnents since ny | ast
report of August 2, 1994, concerning the national emergency with respect
to Iraq that was declared in Executive Order No. 12722 of August 2,
1990. This report is submtted pursuant to section 401(c) of the
Nat i onal Energencies Act, 50 U.S.C. 1641(c), and section 204(c) of the
I nternational Emergency Econom c Powers Act, 50 U . S.C. 1703(c).

Executive Order No. 12722 ordered the inmedi ate bl ocki ng of al
property and interests in property of the Government of lraq (including
the Central Bank of Iraq), then or thereafter located in the United
States or within the possession or control of a United States person.
That order also prohibited the inportation into the United States of
goods and services of Iraqgi origin, as well as the exportation of goods,
services, and technology fromthe United States to Iraq. The order
prohibited travel-related transactions to or fromlraq and the
performance of any contract in support of any industrial, comercial, or
governnmental project in lrag. United States persons were also prohibited
fromgranting or extending credit or loans to the Governnent of Iragqg.

The foregoing prohibitions (as well as the blocking of Governnent of
Irag property) were continued and augnented on August 9, 1990, by
Executive Order No. 12724,which was issued in order to align the
sanctions inposed by the United States with United Nations Security
Council Resolution 661 of August 6, 1990.

Executive Order No. 12817 was issued on Cctober 21, 1992, to inpl enment
in the United States nmeasures adopted in United Nations Security Counci
Resol ution 778 of October 2, 1992. Resolution No. 778 requires U N
Menber States tenporarily to transfer to a U N escrow account up to
$200 million apiece in lraqi oil sale proceeds paid by purchasers after
the inmposition of U N sanctions on lraq, to finance lraqi's obligations
for UN activities with respect to lIrag, such as expenses to verify
I ragi weapons destruction, and to provide humanitarian assistance in
Irag on a nonpartisan basis. A portion of the escrowed funds will also
fund the activities of the U N Conpensation Conm ssion in Geneva, which
will handle clainms fromvictinse of the Iraqi invasion of Kuwait. Menber
States al so may nmake voluntary contributions to the account. The funds
pl aced in the escrow account are to be returned, with interest, to the
Menber States that transferred themto the United Nations, as funds are
received fromfuture sales of Iraqgi oil authorized by the U N Security
Council. No Menmber State is required to fund nore than half of the tota
transfers or contributions to the escrow account.



This report discusses only matters concerning the national energency
with respect to Iraq that was declared in Executive Order No. 12722 and
matters relating to Executive Orders Nos. 12724 and 12817 (the
"Executive orders"). The report covers events from August 2, 1994,

t hrough February 1, 1995.

1. There has been one action affecting the Iraqi Sanctions
Regul ations, 31 C.F.R Part 575 (the "Regul ations"), adm nistered by the
O fice of Foreign Assets Control (FAC) of the Departnment of the
Treasury, since ny last report on August 2, 1994. On February 1, 1995
(60 Fed. Reg. 6376), FAC anended the Regul ations by adding to the |ist
of Specially Designated Nationals (SDNs) of Iraq set forth in Appendices
A ("entities and individuals") and B ("nmerchant vessels"), the nanmes of
24 cabinet mnisters and 6 other senior officials of the Iraq
government, as well as 4 lraqi state-owned banks, not previously
identified as SDNs. Al so added to the Appendices were the names of 15
entities, 11 individuals, and 1 vessel that were newly identified as
Iraqi SDNs in the conprehensive Iist of SDNs for all sanctions prograns
adm ni stered by FAC that was published in the Federal Register (59 Fed.
Reg. 59460) on Novenber 17, 1994. In the sane docunent, FAC al so
provi ded additi onal addresses and aliases for 6 previously identified
Iragi SDNs. This Federal Register publication brings the total nunber of
listed Iragi SDNs to 66 entities, 82 individuals, and 161 vessels.

Pursuant to section 575.306 of the Regul ati ons, FAC has determ ned
that these entities and individuals designated as SDNs are owned or
controlled by, or are acting or purporting to act directly or indirectly
on behalf of, the Governnment of Iraq, or are agencies, instrunentalities
or entities of that governnent. By virtue of this determ nation, al
property and interests in property of these entities or persons that are
in the United States or in the possession or control of United States
persons are bl ocked. Further, United States persons are prohibited from
engaging in transactions with these individuals or entities unless the
transactions are |licensed by FAC. The designati ons were nade in
consultation with the Departnent of State. A copy of the amendnent is
attached to this report.

2. Investigations of possible violations of the Iraqi sanctions
continue to be pursued and appropriate enforcenent actions taken. The
FAG continues its involvenment in |lawsuits, seeking to prevent the
unaut hori zed transfer of blocked Iraqi assets. There are currently 38
enforcenent actions pending, including nine cases referred by FAC to the
U S. Custons Service for joint investigation. Additional FAC civi
penalty notices were prepared during the reporting period for violations
of the International Energency Econom c Powers Act and the Regul ati ons
with respect to transactions involving lraq. Four penalties totaling
$26, 043 were collected fromtwo banks, one conpany, and one individua
for violations of the prohibitions against transactions involving Iraqg.

3. Investigation also continues into the roles played by various
i ndi viduals and firns outside Irag in the Iraqgi government procurenment



network. These investigations may |lead to additions to FAC s |isting of
i ndi vi dual s and organi zations deternmined to be SDNs of the Covernnent of
I rag.

4. Pursuant to Executive Order No. 12817 inplenenting United Nations
Security Council Resolution No. 778, on October 26, 1992, FAC directed
t he Federal Reserve Bank of New York to establish a bl ocked account for
recei pt of certain post August 6, 1990, Iraqgi oil sales proceeds, and to
hol d, invest, and transfer these funds as required by the order. On
October 5, 1994, follow ng paynents by the Governnents of Canada
($677,756.99), the United Kingdom ($1, 740, 152. 44), and the European
Conmunity ($697, 055.93), respectively, to the special United
Nati ons-controll ed account, entitled "United Nations Security Counci
Resol ution 778 Escrow Account," the Federal Reserve Bank of New York was
directed to transfer a correspondi ng anmount of $3,114,965.36 fromthe
bl ocked account it holds to the United Nations-controlled account.
Simlarly, on Decenber 16, 1994, follow ng the payment of $721,217.97 by
the Government of the Netherlands, $3,000,891.06 by the European
Conmuni ty, $4, 936,808.84 by the Governnent of the United Kingdom
$190, 476. 19 by the Governnment of France, and $5, 565, 913.29 by the
Gover nment of Sweden, the Federal Reserve Bank of New York was directed
to transfer a correspondi ng amount of $14,415,307.35 to the United
Nati ons-control | ed account. Again, on Decenber 28, 1994, follow ng the
payment of $853,372.95 by the Governnent of Denmark, $1,049,719.82 by
t he European Community, $70,716.52 by the Governnent of France,
$625, 390. 86 by the Governnment of Germany, $1,151,742.01 by the
Government of the Netherlands, and $1, 062, 500. 00 by the Governnent of
the United Kingdom the Federal Reserve Bank of New York was directed to
transfer a correspondi ng anount of $4,813,442.16 to the United Nations
controlled account. Finally, on January 13, 1995, follow ng the paynent
of $796,167.00 by the Governnent of the Netherlands, $810, 949.24 by the
Government of Denmark, $613,030.61 by the Government of Finland, and
$2, 049, 600. 12 by the European Community, the Federal Reserve Bank of New
York was directed to transfer a correspondi ng anount of $4,269, 746.97 to
the United Nations-controlled account. Cunul ative transfers fromthe
bl ocked Federal Reserve Bank of New York account since issuance of
Executive Order No. 12817 have ampunted to $157,542,187.88 of the up to
$200 mllion that the United States is obligated to match from bl ocked
Iragi oil paynments, pursuant to United Nations Security Counci
Resol ution 778.

5. The O fice of Foreign Assets Control has issued a total of 533
specific licenses regarding transactions pertaining to lraq or lraq
assets since August 1990. Since ny last report, 37 specific licenses
have been issued. Licenses were issued for transactions such as the
filing of |legal actions against Iraqgi governnental entities, |ega
representation of lraq, and the exportation to Iraq of donated nedicine,
medi cal supplies, food intended for humanitarian relief purposes, the
execution of powers of attorney relating to the admnistration of
personal assets and decedents' estates in Iraq, and the protection of
preexi stent intellectual property rights in Iragq.

6. The expenses incurred by the Federal Governnent in the 6-nonth
period from August 2, 1994, through February 1, 1995, that are directly



attributable to the exercise of powers and authorities conferred by the
decl aration of a national enmergency with respect to Iraq are reported to
be about $2.25 million, nost of which represents wage and salary costs
for Federal personnel. Personnel costs were |largely centered in the
Department of the Treasury (particularly in the Ofice of Foreign Assets
Control, the U S. Custons Service, the Ofice of the Under Secretary for
Enforcenent, and the Ofice of the General Counsel), the Departnent of
State (particularly the Bureau of Econom c and Busi ness Affairs, the
Bureau of Near East Affairs, the Bureau of Organization Affairs, and the
O fice of the Legal Adviser), and the Department of Transportation
(particularly the U S. Coast Cuard).

7. The United States inposed econonic sanctions on lraqgq in response to
Irag's illegal invasion and occupation of Kuwait, a clear act of bruta
aggression. The United States, together with the internationa
comunity, is maintaining econom ¢ sanctions against |Iraq because the
Iragi regine has failed to conply fully with United Nations Security
Council resolutions. Security Council resolutions on Iraq call for the
elimnation of Iraqgi weapons of nass destruction, the inviolability of
the Irag- Kuwait boundary, the rel ease of Kuwaiti and other third-country
nati onal s, conpensation for victinms of lraqi aggression, long-term
nmoni tori ng of weapons of nmass destruction capabilities, the return of
Kuwai ti assets stolen during Iraq's illegal occupation of Kuwait,
renunci ation of terrorism an end to internal Ilraqi repression of its
own civilian population, and the facilitation of access of internationa
relief organizations to all those in need in all parts of lIraq. Mre
than 4 years after the invasion, a pattern of defiance persists: a
refusal to account for mssing Kuwaiti detainees; failure to return
Kuwai ti property worth mllions of dollars, including weapons used by
lrag in its novenent of troops to the Kuwaiti border in October 1994,
sponsorshi p of assassinations in Lebanon and in northern Iragq;

i nconpl ete declarations to weapons i nspectors; and ongoi ng w despread
human rights violations. As a result, the U N sanctions remain in

pl ace; the United States will continue to enforce those sanctions under
donmestic authority.

The Baghdad governnment continues to violate basic human rights of its
own citizens through systematic repression of mnorities and denial of
hurmani t ari an assi stance. The Governnent of Iraq has repeatedly said it
wi |l not be bound by United Nations Security Council Resolution 688. For
nore than 3 years, Baghdad has mmi ntai ned a bl ockade of food, nedicine,
and ot her humanitarian supplies against northern Irag. The Iraq
mlitary routinely harasses residents of the north, and has attenpted to
"Arabi ze" the Kurdish, Turconen, and Assyrian areas in the north. Iraq
has not relented in its artillery attacks against civilian popul ation
centers in the south, or in its burning and draining operations in the
sout hern marshes, which have forced thousands to flee to neighboring
St at es.

In 1991, the United Nations Security Council adopted Resol utions 706
and 712, which would permt Iraq to sell up to $1.6 billion of oil under
U N. auspices to fund the provision of food, medicine, and other
humani tarian supplies to the people of Iraq. The resolutions al so
provi de for the paynent of compensation to victims of lraqi aggression



and other U N activities with respect to Iraq. The equitable

di stribution within Iraqg of this humanitarian assistance woul d be
supervi sed and nmonitored by the United Nations. The Iraqi regime so far
has refused to accept these resolutions and has thereby chosen to
perpetuate the suffering of its civilian population. Mre than a year
ago, the lraqi governnment informed the United Nations that it would not
i mpl enent Resol utions 706 and 712.

The policies and actions of the Saddam Hussein regi me continue to pose
an unusual and extraordinary threat to the national security and foreign
policy of the United States, as well as to regional peace and security.
The U N. resolutions require that the Security Council be assured of
Iraq's peaceful intentions in judging its conpliance with sanctions.
Because of Iraq's failure to conply fully with these resolutions, the
United States will continue to apply econonic sanctions to deter it from
t hreat eni ng peace and stability in the region.

WlliamJ. Cinton

The White House, February 8, 1995.



