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Message to the Congress reporting on lraq. (Pres. Bil
Clinton)(Transcript)

February 3, 1998

To the Congress of the United States:

| hereby report to the Congress on the devel opnents since ny | ast
report of July 31, 1997, concerning the national enmergency with respect
to lraq that was declared in Executive Oder 12722 of August 2, 1990.
This report is subnmitted pursuant to section 401(c) of the Nationa
Emergenci es Act, 50 U. S.C. 1641(c), and section 204(c) of the
I nternational Enmergency Econonic Powers Act (lIEEPA), 50 U.S.C. 1703(c).

Executive Order 12722 ordered the i mredi ate bl ocking of all property
and interests in property of the Governnent of Iraqg (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 Iraqi origin, as well as the exportation of goods,
services, and technology fromthe United States to Iraq. The order
prohi bited travel -related transactions to or fromlraqg and the
performance of any contract in support of any industrial, comerci al
or governmental project in lrag. United States persons were al so
prohi bited fromgranting or extending credit or | oans to the Governnent
of Iraq.

The foregoing prohibitions (as well as the blocking of Governnent of
Irag property) were continued and augnented on August 9, 1990, by
Executive Order 12724, which was issued in order to align the sanctions
i nposed by the United States with United Nations Security Counci
Resol uti on (UNSCR) 661 of August 6, 1990.

This report discusses only matters concerning the national energency
with respect to Iraq that was declared in Executive Oder 12722 and
matters relating to Executive Orders 12724 and 12817 (the "Executive
Orders"). The report covers events from August 2, 1997, through
February 1, 1998.

1. In April 1995, the U N Security Council adopted UNSCR 986
authorizing Iraq to export up to $1 billion in petrol eum and petrol eum
products every 90 days for a total of 180 days under U N. supervision
in order to finance the purchase of food, nedicine, and other
humani tari an supplies. UNSCR 986 includes arrangenents to ensure
equitable distribution of humanitarian goods purchased with UNSCR 986
oil revenues to all the people of Iragq. The resolution also provides



for the paynent of conpensation to victins of lraqgi aggression and for
the funding of other U N activities with respect to Iragq. On May 20,
1996, a menorandum of understandi ng was concl uded between the
Secretariat of the United Nations and the Governnment of |raq agreeing
on terns for inplenenting UNSCR 986. On August 8, 1996, the UNSC
committee established pursuant to UNSCR 661 ("the 661 Committee")
adopted procedures to be enployed by the 661 Conmittee in

i mpl ementation of UNSCR 986. On Decenber 9, 1996, the President of the
Security Council received the report prepared by the Secretary Genera
as requested by paragraph 13 of UNSCR 986, nmaki ng UNSCR 986 effective
as of 12:01 a.m Decenber 10, 1996.

On June 4, 1997, the U N Security Council adopted UNSCR 1111
renewi ng for another 180 days the authorization for Iraqi petrol eum
sal es and purchases of humanitarian aid contained in UNSCR 986 of Apri
14, 1995. The Resol ution became effective on June 8, 1997. On Septenber
12, 1997, the Security Council, noting Iraq' s decision not to export
petrol eum and petrol eum products pursuant to UNSCR 1111 during the
period June 8 to August 13, 1997, and deeply concerned about the
resul ting humanitari an consequences for the Iraqi people, adopted UNSCR
1129. This resolution replaced the two 90-day quotas with one 120-day
quota and one 60-day quota in order to enable Iraqg to export its ful
$2 billion quota of oil within the original 180 days of UNSCR 1111. On
Decenber 4, 1997, the U N Security Council adopted UNSCR 1143,
renewi ng for another 180 days, beginning Decenber 5, 1997, the
authorization for Iraqgi petroleum sal es and humanitarian aid purchases
contai ned in UNSCR 986. As of January 2, 1998, however, Iraq still had
not exported any petrol eum under UNSCR 1143. During the reporting
period, inports into the United States under this programtotal ed about
14.2 million barrels, bringing total inports since Decenber 10, 1996,
to approxi mately 23.7 mllion barrels.

2. There have been two anendnents to the Iraqi Sanctions Regul ations,
31 CF.R Part 575 (the "I SR'" or the "Regul ations") adm nistered by the
O fice of Foreign Assets Control (OFAC) of the Departnent of the
Treasury during the reporting period. The Regul ati ons were anended on
August 25, 1997. Ceneral reporting, recordkeeping, l|icensing, and other
procedural regulations were noved fromthe Regulations to a separate
part (31 C.F.R Part 501) dealing solely with such procedural matters
(62 Fed. Reg. 45098, August 25, 1997). A copy of the amendnent is
attached.

On Decenber 30, 1997, the Regul ations were anmended to renmove from
appendices A and Bto 31 C.F.R chapter V the name of an individual who
had been determ ned previously to act for or on behalf of, or to be
owned or controlled by, the Government of lraq (62 Fed. Reg. 67729,
Decenber 30, 1997). A copy of the amendnent is attached.

As previously reported, the Regul ati ons were anended on Decenber 10,
1996, to provide a statement of |icensing policy regarding specific
licensing of United States persons seeking to purchase Iragi-origin
petrol eum and petrol eum products fromlrag (61 Fed. Reg. 65312,
Decenmber 11, 1996). Statements of |icensing policy were al so provided



regardi ng sal es of essential parts and equi pnent for the

Ki rkuk- Yurrurtal i k pi peline system and sales of humanitarian goods to
Irag, pursuant to United Nations approval. A general license was al so
added to authorize dealings in Iraqgi-origin petroleum and petrol eum
products that have been exported fromlrag with United Nations and
United States Governnment approval.

Al'l executory contracts must contain ternms requiring that al
proceeds of oil purchases fromthe Governnent of Iraq, including the
State O | Marketing Organization, nust be placed in the U N escrow
account at Banque Nationale de Paris, New York (the "986 escrow

account"), and all lraqi paynents for authorized sal es of pipeline
parts and equi pnrent, humanitarian goods, and incidental transaction
costs borne by Iraq will, upon approval by the 661 Conmittee and

satisfaction of other conditions established by the United Nations, be
pai d or payable out of the 986 escrow account.

3. Investigations of possible violations of the Iraqi sanctions
continue to be pursued and appropriate enforcement actions taken
Several cases fromprior reporting periods are continuing and recent
additional allegations have been referred by OFAC to the U. S. Custons
Service for investigation.

On July 15, 1995, a jury in the Eastern District of New York returned
a verdict of not guilty for two defendants charged with the attenpted
exportation and transshipment to Iraq of zirconiumingots in violation
of | EEPA and the ISR The two were charged in a Federal indictnent on
July 10, 1995, along with another defendant who entered a guilty plea
on February 6, 1997.

I nvestigation also continues into the roles played by various
i ndividuals and firns outside Irag in the Iraqgi government procurenment
network. These investigations my |lead to additions to OFAC s listing
of individuals and organi zations deternmined to be Specially Designated
Nati onal s (SDNs) of the Governnent of Iraqg.

Since ny |last report, OFAC collected civil nonetary penalties
totaling nore than $1.125 million for violations of | EEPA and the ISR
relating to the sale and shipnment of goods to the Government of Iraq
and an entity in lraq. Additional adm nistrative proceedi ngs have been
initiated and others await comrencenent.

4. The O fice of Foreign Assets Control has issued hundreds of
licensing determ nations regarding transactions pertaining to Iraq or
Iraqgi assets since August 1990. Specific |licenses have been issued for
transactions such as the filing of |egal actions against Iraq
governnental entities, |legal representation of Iraq, and the
exportation to Iraq of donated nedicine, nedical supplies, and food
i ntended for humanitarian relief purposes, sales of humanitarian
supplies to Irag under UNSCR 986 and 1111, diplomatic transactions, the
execution of powers of attorney relating to the administration of



personal assets and decedents' estates in Iragq, and the protection of
preexi stent intellectual property rights in Ilraq. Since nmy |ast report,
88 specific |icenses have been issued, nost with respect to sales of
humani t ari an goods.

Si nce Decenber 10, 1996, OFAC has issued specific licenses
aut horizing comrerci al sales of humanitarian goods funded by lraqi oi
sal es pursuant to UNSCR 986 and 1111 valued at nore than $239 million
O that ampunt, approximately $222 million represents sales of basic
foodstuffs, $7.9 mllion for medicines and nmedical supplies, $8.2
mllion for water testing and treatnment equi pment, and nearly $700, 000
to fund a variety of United Nations activities in Iraq. Internationa
humanitarian relief in lIraq is coordi nated under the direction of the
United Nations O fice of the Humanitarian Coordi nator of Iragq.
Assisting U N. agencies include the Wrld Food Program the U N
Popul ati on Fund, the U N. Food and Agriculture Organization, the Wrld
Heal th Organi zation, and UNI CEF. As of January 8, 1998, OFAC had
aut hori zed sales valued at nore than $165.8 mllion worth of
humani t ari an goods during the reporting period begi nning August 2,
1997.

5. The expenses incurred by the Federal Governnent in the 6-nonth
period from August 2, 1997, through February 1, 1998, 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 $1.2 nillion, nost of which represents wage and sal ary
costs for Federal personnel. Personnel costs were largely centered in
the Departnent of the Treasury (particularly in the Ofice of Foreign
Assets Control, the U S. Customs Service, the Ofice of the Under
Secretary for Enforcenent, and the O fice of the General Counsel), the
Department of State (particularly the Bureau of Econom c and Busi ness
Affairs, the Bureau of Near Eastern Affairs, the Bureau of
International Organization Affairs, the Bureau of Political-Mlitary
Affairs, the Bureau of Intelligence and Research, the U S. Mssion to
the United Nations, and the O fice of the Legal Adviser), and the
Department of Transportation (particularly the U S. Coast Guard).

6. The United States inposed econoni c sanctions on lraq in response
to lraq's illegal invasion and occupation of Kuwait, a clear act of
brutal 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 relevant United Nations
Security Council resolutions. Iraqgi conpliance with these resol utions
is necessary before the United States will consider lifting economc
sanctions. Security Council resolutions on Iraq call for the
elimnation of Iragi weapons of nass destruction, lragi recognition of
Kuwait and the inviolability of the Irag-Kuwait boundary, the rel ease
of Kuwaiti and other third-country nationals, conpensation for victins
of Iraqgi aggression, |long-termnonitoring of weapons of mass
destruction capabilities, the return of Kuwaiti assets stolen during
Irag's illegal occupation of Kuwait, renunciation of terrorism an end
to internal lraqgi repression of its own civilian population, and the
facilitation of access of international relief organizations to al
those in need in all parts of Iraq. Seven and a half years after the



i nvasion, a pattern of defiance persists: a refusal to account for

m ssing Kuwaiti detainees; failure to return Kuwaiti property worth
mllions of dollars, including mlitary equi pment that was used by Iraq
inits novenent of troops to the Kuwaiti border in October 1994;
sponsorshi p of assassinations in Lebanon and in northern Iraq;

i nconpl ete declarations to weapons i nspectors and refusal to provide

i medi ate, unconditional, and unrestricted access to sites by these

i nspectors; and ongoi ng wi despread human rights violations. As a
result, the U N sanctions remain in place; the United States will
continue to enforce those sanctions under domestic authority.

The Baghdad governnent continues to violate basic human rights of its
own citizens through systematic repression of all forns of politica
expression, oppression of mnorities, and denial of humanitarian
assi stance. The Governnent of Iraq has repeatedly said it will not
conply with UNSCR 688 of April 5, 1991. The lraqi mlitary routinely
har asses residents of the north, and has attenpted to "Arabize" the
Kurdi sh, Turkomen, and Assyrian areas in the north. Iraq has not
relented in its artillery attacks against civilian popul ati on centers
in the south, or in its burning and drai ning operations in the southern
mar shes, which have forced thousands to flee to neighboring states.

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 affirmthat the Security Council be
assured of lraq' s peaceful intentions in judging its conpliance with
sanctions. Because of lraq's failure to conply fully with these
resolutions, the United States will continue to apply econonic
sanctions to deter it fromthreatening peace and stability in the
regi on.

WlliamJ. Cinton

The White House, February 3, 1998.

NOTE: This nmessage was rel eased by the O fice of the Press Secretary
on February 4.



