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[. 1 NTRODUCTI ON

1. The present interimreport is submtted to the Security Council pursuant to
paragraph 13 of resolution 986 (1995), by which the Council requested the
Secretary-General to take the actions necessary to ensure the effective

i npl enentation of that resolution, authorized himto enter into any necessary
arrangenents or agreenents, and requested himto report to the Council when he
had done so. The actions for which the resolution gives the Security Counci
responsibility relate to four functions authorized by the Council, nanely:

(a) the sale of Iraqi petroleum and petrol eum products; (b) the purchase,
confirmation of arrival in Iraq, and equitable distribution of medicine, health
supplies, foodstuffs and materials and supplies for essential civilian needs of
the Iraqi people (hereinafter "humanitarian supplies"); (c) reporting on the
equi tabl e distribution and adequacy of the humanitarian supplies; and (d) the

establ i shnent of an escrow account. These are dealt with in sections Il to V
bel ow.

2. Pursuant to paragraph 13 of resolution 986 (1995), | began consultations
with the Governnent of Iraq and inforned the Council of themthrough a letter to
the President on 1 June 1995 (S/1995/495). |In further consultations, | obtained

the agreenent of the Governnent of Iraq to conduct fornmal negotiations on the
i npl enentation of resolution 986 (1995). Subsequently, | requested the Lega
Counsel to lead the talks with the Governnent of Irag. These resulted in the
conclusion on 20 May 1996 of a nmenorandum of understandi ng between the
Secretariat of the United Nations and the Governnment of lIraq (see S/ 1996/ 356).
In the letter with which | forwarded the nenorandum of understanding to the
Presi dent of the Security Council, | expressed the view that it represented an
i nportant step in the arrangenents required to bring resolution 986 (1995) fully
into effect. In a letter dated 23 May 1996 (S/1996/365) the President of the
Security Council infornmed ne that the nmembers wel coned the concl usion of the
menor andum of under st andi ng and extended their congratul ations on that

achi evenent.
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3. To sustain the nmonentum generated by the signing of the nenorandum of
understanding, and with a view to expediting and consolidating actions required
on the part of the Secretariat, | established a high-level Steering Conmttee on

the I nplementation of Security Council Resolution 986 (1995). The Steering
Committee, which is chaired by nmy Senior Adviser, Under-Secretary-Cenera

Chi nmaya CGhar ekhan, oversees steps taken in preparation for inplenentation of
the resolution, maintains liaison with representatives of the Governnent of
Iraq, and advises ne on devel opnents in this regard.

4. On 22 May 1996, the Secretariat submitted for the consideration of the
Security Council Conmittee established by resolution 661 (1990) a draft text of
expedi ted procedures in accordance with paragraph 12 of resolution 986 (1995),
in which the Council requested the Comrittee, in close coordination with the
Secretary-General, to devel op expedited procedures as necessary to inplenent the
arrangenments in paragraphs 1, 2, 6, 8, 9 and 10 of the resolution. The
Conmittee adopted the expedited procedures on 8 August 1996. | thereupon
transmitted the text of the procedures, at the request of the Committee, to al
Menber States for their information and use as necessary.

5. VWiile the consultations of the Conmittee on the draft procedures were under
way, | dispatched to Irag in June 1996 a technical reconnai ssance mni ssion

conpri sing senior nenbers of the Secretariat, together with petrol eum and
custons experts, in order to prepare for the speedy inplenentation of

paragraphs 6 and 8 (a) (iii) of Security Council resolution 986 (1995), which
deal respectively with the nonitoring of the export of petroleum and petrol eum
products by Iraq and with the confirmation of the arrival of humanitarian
supplies in Iraqg.

6. The m ssion inspected the netering station on the Kirkuk-Yunurtalik

pi peline at the border between Iraq and Turkey and Iraqgi oil installations at

M na al - Bakr; ascertained the nunber of independent inspection agents required
to nonitor those installations; consulted with the Iraqi authorities on the
number and | ocation of entry points and other |ocations at which i ndependent

i nspection agents would be stationed in order to confirmthe arrival of the
goods to be funded fromthe Iraqi escrow account; ascertai ned the nunber of

i ndependent inspection agents required for such confirmation; and discussed with
the Iragi authorities related |ogistical arrangenents.

7. The m ssion received the full cooperation of the Iraqi authorities and was
able to visit all facilities that it wi shed to inspect.
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Il. SALE OF PETROLEUM AND PETROLEUM PRODUCTS
8. I n accordance with paragraph 1 of its procedures, the Conmittee established

by resolution 661 (1990), in the performance of its duties, is to be assisted at
Headquarters by United Nations independent experts in international oil trade,
to be selected by the Committee and appointed by nme as "overseers". Foll ow ng
their selection by the Commttee on 9 August 1996, | have appointed

Bernard Cull et (France), Al exandre Kranmar (Russian Federation), Maurice Lorenz
(United States of America) and Arnstein Wgestrand (Norway) to serve as the
overseers. Further overseers may be appointed if it beconmes clear that there is
a requirement for them Arrangenments have al so been nade to ensure adequate
support staff for the overseers.

9. In accordance with paragraph 6 of resolution 986 (1995) and paragraph 15 of
the Conmittee's procedures, the Secretary-General is also to appoint independent
i nspection agents to monitor the sale of petroleum and petrol eum products to be
exported by Irag via the Kirkuk-Yunmurtalik pipeline through Turkey to the Ceyhan

termnal and fromthe Mna al -Bakr oil termnal. On the basis of the assessnent
of the technical reconnai ssance nission team descri bed above, | have deci ded
that a total of 14 inspectors will be required for nonitoring purposes (4 at the

Ceyhan ternminal, 4 at the netering station on the Kirkuk-Yunurtalik pipeline at
the border between Iraq and Turkey and 6 at the offshore Mna al-Bakr termnal).
Accordi ngly, contractual arrangenents have been nade with Saybolt Nederl|and BV
to provide 14 oil inspection agents in order to ensure the nonitoring of those
oil installations. |In accordance with the nenorandum of understandi ng, these
agents shall enjoy the privileges and immunities of experts on mnission

10. From 22 Cctober to 3 Novenber 1996 an advance team from Saybolt visited
Irag in order to test the reliability of the nmetering equipnent at the pipeline
metering station near Zakho, at the border between Irag and Turkey, and at the
M na al - Bakr offshore oil termnal. Saybolt's logistical requirenents in
anticipation of the deploynment of the oil inspection agents were al so di scussed.
The advance team received full cooperation and support fromthe respective

aut horities.

11. Wth respect to the Mna al-Bakr terminal, the advance team determ ned that
the export of oil could commence imredi ately subject to the on-site availability
of adequate |aboratory facilities. As for the netering station near Zakho, the
team recommended a nunber of technical steps that needed to be taken in order to
bring the netering systens up to acceptable standards. They specified the spare
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parts needed for the proposed repairs to the netering systems and offered to
assist the lraqi authorities in procuring and calibrating such equipnent.
Subsequently, the Secretariat was informed by the Pernanent M ssion of Iraq that
the required spare parts had been | ocated and that work was under way to
upgrade, within a short period of tinme, the relevant installations in a way that
woul d neet the requirenents specified by Saybolt. | have requested Saybolt to
undert ake another technical nmission to Irag as soon as the Ilraqi authorities
confirm conpl etion of the repair work.

12. On 17 Novenber 1996, pricing nechanisns for |oadings in Decenber 1996 were
subnmtted by the State O | Marketing Organization of Iraq for the approval of
the Conmittee.

13. I n accordance with the procedures of the Conmttee, the pricing nechanisns
have been sent to the overseers for their analysis and recomrendations to the
Conmittee. On receipt of these recommendations, the Conmittee will review the

pricing mechani snms under its no-objection procedure.

I'11. PURCHASE, CONFI RMATI ON OF ARRI VAL I N | RAQ AND EQUI TABLE
DI STRI BUTI ON OF HUMANI TARI AN SUPPLI ES

Distribution plan

14. On 15 July 1996 the Covernnent of Iraq submitted to nme its distribution
pl an for the purchase and distribution of humanitarian supplies in accordance
with paragraph 8 (a) (ii) of resolution 986 (1995). On 18 July the Governnent
of Iraq was infornmed that | had approved its plan subject to the condition that
its inplenentation would be governed by resolution 986 (1995) and the nenorandum
of understandi ng and woul d be wi thout prejudice to the procedures enployed by
the Conmittee established by resolution 661 (1996). A copy of the categorized
|ist of supplies and goods that acconpanied the Governnent of lraq's
distribution plan has been made available to the Committee in accordance with
paragraph 10 of the nmenorandum of understanding. The list was scrutinized by
experts of the United Nations Special Commission who identified itens that woul d
be subject to notification by Irag under the procedures adopted by resolution
1051 (1996), the export/inport nonitoring nechanismfor Iraq. The list of itens
falling under this category has al so been forwarded to the Committee. The
distribution plan and the letter conveying ny acceptance of it are attached to
this report as annexes | and ||
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15. In accordance with paragraph 16 of resolution 986 (1995), the distribution
plan confirns the willingness of the Government of Irag to cooperate fully in

order to allow, as explained in paragraphs 36 to 44 of the nmenorandum of
under st andi ng, unrestricted freedom of novenment and access to United Nations
personnel working for the United Nations |Inter-Agency Humanitarian Programe, in
connection with the perfornmance of their functions, in particular observation of
the equitable distribution of humanitarian supplies inported under the plan

The distribution plan allocates funds, on a sectoral basis, for the purchase and
distribution of only those hunmanitarian supplies which are needed urgently. It
contains corresponding estimated financial allocations relating to each of the
sectors identified in section VII of the nenorandum of understandi ng as food
itenms, nedical supplies and equi pnrent, water and sanitation supplies and

equi pnment, and other materials and supplies, in particular those needed for the
rehabilitation of infrastructures essential to neet humanitarian needs.

16. To address the urgent needs in the food sector, a total of $804.63 million
is allocated for the purchase and distribution of appropriate quantities of food
commpdities over a six-nmonth period. In addition, $101.38 nillion is allocated

for the purchase of soap and detergents, which formpart of Iraq's ration
basket, and for spare parts and logistic requirements related to the processing
and distribution of food. An allocation of $210 million is made for the

provi sion of good quality drugs, vaccines and nedi cal equi pnent, including that
required for vector control, as well as anbul ances. Another $15.40 million is
all ocated to neet health infrastructure and nutritional needs. The sum of
$44.20 mllion is allocated to neet urgent needs in the sector of water and

sani tation supplies and equi pnent. Oher materials and supplies included in the
distribution plan are those required for the rehabilitation of infrastructures
in the electricity, agriculture and education sectors, as well as for energy-
and demi ning-related activities; the plan allocates $145.07 nmillion for the
purchase and distribution of these supplies. The total allocated to the sectors
covered by the distribution plan would therefore amunt to $1,320.68 nillion, of
which $260 nillion is allocated to the three northern governorates. The
estimated all ocations by sector constitute indicative figures to give an order
of magnitude of the intended use of resources. The actual anounts for

humani tarian supplies will depend on narket prices at the tinme of procurenent.

17. The distribution of humanitarian supplies within the 15 governorates of
central and southern Iraqg will be undertaken by the Government of Iraq. For
this purpose, the current food rationing system which was introduced by the
Governnent in 1990, will be enployed. It provides for distribution to be

effected through a decentralized network of food warehouses and distribution
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centres that supply rations to private retail stores, which in turn distribute
mont hly rations to households within their area. Transportation of these
rations from warehouses to the retail stores is provided by the private sector
and paid for by the Government. The warehouses are Governnent-owned and | ocated
t hroughout the 15 governorates.

TIhe Programme in the Governorates of Dihouk Arbil and Suleinaniveh

18. In paragraph 8 (b) of its resolution 986 (1995), the Security Counci
stipulated that in view of the exceptional circunmstances prevailing in the three

northern Governorates of Di houk, Arbil and Sul ei mani yeh, $130 mlli on-
$150 million would be provided to the Programme fromthe escrow account every 90
days, except that if less than $1 billion worth of petrol eum or petrol eum

products was sold during any 90-day period a proportionately smaller anpunt
woul d be allocated for this purpose. This allocation is to enable the Progranme
to conplenent the distribution by the Governnent in central and southern Iraq of
goods inported under resolution 986 (1995), in order to ensure an equitable
distribution of hunanitarian supplies to all segnments of the lraqi popul ation

In view of this stipulation and as el aborated in the menorandum of

under st andi ng, the distribution of humanitarian supplies within the three
northern governorates is the responsibility of the Progranmme. The Programme
will function under the authority of the Departnment of Humanitarian Affairs at
Uni ted Nations Headquarters.

19. Accordingly, and as agreed in paragraph 2 of appendix |I to the nmenorandum
of understandi ng, the Progranmme undertook to identify the humanitarian

requi renents of the three northern governorates, taking into consideration al

rel evant circunstances there and in the rest of the country so as to ensure
equitable distribution. This exercise was al so conducted in close cooperation
and consultation with the | ocal authorities. The identified requirenents,
covering a six-nmonth period and totalling $260 mllion, were discussed with the
Governnent of lIraq. They have been duly incorporated into the distribution plan
(for details see annex 1).

20. Humanitarian supplies will be stored in warehouses |ocated within these
governorates. The Programme will supervise the transportation and other

| ogistic arrangenents related to the delivery of humanitarian supplies destined
for distribution within the governorates. Should such supplies be delivered to
war ehouses in Msul or Kirkuk, the Programme will use United Nations personnel
to control and manage the warehouses and will arrange for the supplies to be
transported to the three northern governorates. The Programe will use current
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nodal i ti es and existing resources within the governorates for the distribution
of humanitarian supplies.

Purchase of hunmnitarian supplies

21. | have taken steps to reinforce the teamin the Secretariat in New York
which is responsible for the processing of applications for humanitarian
supplies, in particular in the light of paragraph 33 of the expedited procedures
of the Commttee established by resolution 661 (1990).

22. The Programme will be responsible for the procurenent of humanitarian
supplies for the three northern governorates. Such procurement will be
undertaken in accordance with paragraphs 3 and 4 of appendix | to the nenorandum
of understanding. |In this regard, considerations pertaining to efficiency and
cost-effectiveness will, as called for in paragraph 3 of that appendix, guide
the di scussions between the Programme and the Governnent of Iraq regarding the
manner by which the bul k procurenent of certain commpdities will be undertaken.
The process stipulated in that paragraph has been initiated.

Confirnmtion of the arrival of hunanitarian supplies

23. The arrival in Iraq of humanitarian supplies funded fromthe escrow account
will be confirmed by independent inspection agents appointed by nme, in
accordance with paragraph 8 (a) (iii) of resolution 986 (1995) and paragraph 36
of the procedures adopted by the Conmittee. On the basis of the assessnent of

the technical reconnai ssance mi ssion cited above, | have decided that a total of
32 independent inspection agents will be stationed at various sites in Iraq: 10
at the port of Unm Qasr, 11 at the Turkish border (Zakho/Faida), and 11 at the
Jordani an border (Trebil). The independent inspection agents will keep the

secretariat of the Committee and the Programme informed of the arrival of the
humani tari an supplies and performthe functions required by paragraph 36 of the
Conmittee's procedures.

24. Contractual arrangenents have been nmade with Lloyd's Register Inspection
Limted for the provision of the required nunber of independent inspection
agents who, in accordance with the nenorandum of understanding, shall enjoy the
privileges and immunities of experts on mission. An advance team of technica
experts fromLloyd' s Register will proceed to Iraq shortly in order to inspect
the designated entry points and discuss |logistical requirenents with the Iraq
aut horities.
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V. REPORTI NG OBLI GATI ONS

25. M ndful of the paranopunt inportance that resolution 986 (1995) attaches to
the equitable distribution of humanitarian supplies to all segnents of the Iraqg
popul ation, | have appointed a humanitarian coordi nator for the nmanagenent of
the Progranme in Irag. M. Gualtiero Fulcheri assumed his functions in

August 1996 in Baghdad, where he and the United Nations Ofice of the

Humani tari an Coordinator in Irag (UNOHClI ), will be based. He will be assisted
by two Deputy Coordi nators, |ocated in Baghdad and Arbil, respectively. The
Deputy Coordi nator based in Arbil will be responsible for all United Nations
activities in the three northern governorates, including the work of two

sub-offices of UNOHCI in Di houk and Sul ei maniyeh. He will also coordinate the
wor k of programmes, funds and agencies of the United Nations systemin the three
northern governorates. The humanitarian operation in the north will be served

by dedicated transport and communication units, as well as logistics units
(stationary or nmobile), which will be principally responsible for the
confirmati on of the arrival of goods and their quantification, storage and
war ehousi ng. Rel ated administrative and support services will be provided by
the sub-offices of UNOHCI in Di houk, Arbil and Sul ei mani yeh

26. The Departnment of Humanitarian Affairs has established an observation and
reporting nechanismthat will assist me in carrying out nmy reporting obligations
under paragraph 11 of resolution 986 (1995), in particular on whether Iraq has
ensured the equitable distribution of humanitarian supplies and on the adequacy
of revenues to neet Iraqg's humanitarian needs. The systemwi |l conprise three
distinct but interrelated nechani snms: a geographical observation unit, a
sectoral observation unit and a multidisciplinary observation unit. This system
will ensure that the nonitoring of equitable distribution of humanitarian
supplies is undertaken on a governorate-by-governorate basis as well as by
sector or activity.

27. The observation and reporting nmechanismis also designed to evaluate the
humanitarian situation in Iraq, including trends or sudden changes in the supply
of and demand for hunmanitarian goods throughout the country. Observation and
reporting will be carried out on the basis of the sectors identified in

section VII of the nmenorandum of understandi ng, nanely food, nedical supplies
and equi pnment, water and sanitation, and other nmaterials and supplies. The
menor andum recogni zes that the criteria for deternmining "equitable distribution”
will vary fromsector to sector. Although these variations in criteria will be
reflected in the specific procedures and operational arrangenents for
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observation within sectors, in accordance with section VIl of the nmenorandum
the following tasks will be commopn to all sectors:

(a) Cross-checking of arriving humanitarian supplies with those confirnmed
by the independent inspection agents at the entry points;

(b) Analysis of data from various sources, including relevant ministries
of the Governnent of Iraq and programmes, funds and agencies of the United
Nati ons system

(c) Interviews with end users, which will include househol ds and
di stribution agents;

(d) Random surveys (enploying various sanpling techni ques), spot checks
and, when appropriate, market surveys.

28. The findings of all United Nations geographical and sectoral observers wll
be collated, analysed and integrated by the nultidisciplinary observation unit,
which will include experts in the areas of agricultural inputs and nmachinery,

pl ant protection, animal health, food | ogistics, public health, pharmaceuticals,
hospi tal equi pnment, water and sanitation, education and electricity. Guidelines
and standards to ensure effective observation and analysis of the distribution
of humanitarian supplies will be established by the unit, which will report its
anal yses, concl usions and recommendations directly to the Departnent of
Humanitarian Affairs in New York, as well as to the Humanitarian Coordi nator who
will, as necessary, comunicate to the Department his own observations and those
of other United Nations bodies in Iraq.

29. The nultidisciplinary observation unit will be based in Baghdad, and will
conprise 13 international staff. Sixty-three international staff nmenbers wll
be devoted to observation and reporting on a governorate-by-governorate basis
(geographi cal observation). Furthernore, each United Nations programme, fund

and agency participating in the Programme will have its own conpl enent of
international staff to observe and report on the sector for which it is
responsi ble. They will work closely with the Humanitarian Coordinator in

provi di ng regul ar assessnents of the equitability of distribution and adequacy
of supplies in their respective sectors. The international staff responsible

for sectoral observation will total 75. 1In addition to these 151 observation
and reporting personnel based in Irag, a teamof up to 8 staff within the
Department of Hunmmnitarian Affairs at Headquarters will be assigned exclusively

to the observation function.
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30. Paragraph 42 of the menorandum of understandi ng specifies that the exact

nunber of observation personnel will be determ ned by the United Nations, and
that the Governnent of Iraq will be consulted in this regard. In accordance
wi th that paragraph, and on the basis of careful assessnent in the field, | have

deternmi ned that 151 observers based in Iraq woul d be essential for the United
Nations to carry out effectively its observation and reporting requirenents.
This nunber will be adjusted as warranted by experience.

V. THE ESCROW ACCOUNT

31. In paragraph 7 of its resolution 986 (1995) the Security Council requested
me to establish an escrow account, into which all proceeds of oil sales would be
paid and fromwhich all paynments for the purposes specified in the resolution
woul d be nade.

32. In order to select a bank to be the holder of the escrow account, a working
list was prepared of mmjor banks in all parts of the world with the necessary
credit quality ratings, strong capital positions and the capabilities to provide
the services necessary for the account. After consultations with the Governnent
of Iraq, a small nunmber of those banks were asked to subnmit witten proposals
outlining their services and pricing. After careful consideration of the
proposal s recei ved, Banque nationale de Paris was selected as the hol der of the
escrow account; the account has been opened at the bank's branch in New York.

33. As provided for in the nmenorandum of understanding, the United Nations Iraq
account will be audited by the Board of Auditors, who are independent externa
public auditors. The Board will prepare periodic audit reports on the financial
statenents every six nonths. These reports will be submitted to ne for
forwarding to the Comm ttee established by resolution 661 (1990) and the
Governnent of Iraq.

VI . FI NANCI AL | MPLI CATI ONS

34. Proceeds of oil sales ampunting to $2 billion will be allocated as shown in
annex |1l to this report. The procedure for allocating oil sale proceeds wll

i nvol ve an i medi ate division of each ambunt received fromthose proceeds as
follows (the references are to paragraphs of resolution 986 (1995)):
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(a) Approximtely 53 per cent will remain in the escrow account to provide
funds for humanitarian purchases, as specified in paragraph 8 (a) and for any
ot her expenditures approved by the Conmittee as being reasonabl e and necessary
for the sale of oil, as specified in paragraphs 8 (f) and 9

(b) Approximately 13 per cent will be set aside in a separate account
established for the purchase of humanitarian goods to be provided by the United
Nations Inter-Agency Hunanitarian Programe, as specified in paragraph 8 (b);

(c) Thirty per cent will be transferred directly to the United Nations
Conpensati on Fund, as specified in paragraph 8 (c);

(d) Approximtely 2.2 per cent will be set aside for the various
operational and adm nistrative costs to the United Nations associated with the
i npl enentation of resolution 986 (1995), as specified in paragraph 8 (d).
Should this estimte prove to be inadequate, appropriate reductions will be
effected within the allocations nmentioned in paragraph 16 above;

(e) Approximately 0.8 per cent will be transferred to a special account to
meet the current operating costs of the United Nations Special Conmm ssion, as
specified in paragraph 8 (e);

(f) One per cent will be transferred directly to the escrow account
established under resolutions 706 (1991) and 712 (1991) for the paynents
envi saged under paragraph 6 of resolution 778 (1992), as specified in

paragraph 8 (g).

35. The various operational and adm nistrative costs referred to in
paragraph 34 (d) above are estinated at $44.3 million for a six-nonth period,
including distribution and in-country nonitoring of humanitarian goods

(%30, 800, 000), banking-rel ated charges for the Iraq account ($4, 000, 000),

audi ting ($46,200), oil and custons inspection ($6,405,000), independent oi
experts assisting the Conmittee ($469,200) and all other adm nistrative costs
(%2, 622,600).

VI1. OBSERVATI ONS

36. CQut of concern for the serious nutritional and health situation of the

Iraqgi population and the risk of its further deterioration, the Security Counci
adopted resol ution 986 (1995) as a tenporary neasure to provide for the
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popul ation's humanitarian needs until there is full conpliance by Irag with the
rel evant Council resolutions, including notably resolution 687 (1991). Fromthe
outset, | have been conmitted to an early and conprehensive inplenentation of
the resolution and am pl eased to be able to report that significant progress has
been achieved since | transmitted to the President of the Security Council on

20 May 1996 the text of the nmenorandum of understandi ng between the Secretari at
and the CGovernnent of Iraq

37. Most of the arrangenents required to bring resolution 986 (1995) into
effect are today in place: the oil overseers have been appointed; contracts
have been signed with firns which will supply independent inspection agents to
moni tor the export of oil fromand confirmthe arrival of humanitarian supplies
inlraqg; the distribution plan has been finalized and approved; a Humanitarian
Coor di nator has been appoi nted and an observation and reporting nechani sm
prepared to ensure the equitable distribution of humanitarian supplies inside
Iraq; and the escrow account has been opened. These steps have been taken after
consultation with the Iraqi authorities, w thout whose full cooperation
effective inplenentation of resolution 986 (1995) will not be possible.

38. Over the past two nonths, the Government of I|raqg has, however, raised
several new issues. |t has requested "assurances" that nothing will disrupt the
i npl enmentation of resolution 986 (1995) once it has begun; that it should
recei ve copies of the contracts signed by the Secretariat with commercial firms
related to inplenmentation of 986; that the State G| Marketing Organi zation
shoul d be the beneficiary of letters of credit involving the sale of Iraqi oil
that all local staff currently enployed by the United Nations in the three
northern governorates should be dism ssed and that nanes of new personnel shoul d
be cleared in advance by the Iraqi authorities. Furthernore, Iraq has insisted
that prior approval of the pricing nechanismby the Conmittee established by
resolution 661 (1990) was a condition for bringing resolution 986 (1995) into
effect. It has also conplained about what it perceives as |ack of consultation
by the Secretariat on the nunber of humanitarian observers who will be stationed
in central and southern Irag. These issues have been discussed in severa

nmeeti ngs at Headquarters between senior officials of the Secretariat and a

del egation |l ed by the Permanent Representative of Iragq. The Security Counci

has been kept fully inforned.

39. | amconfident that, as a result of these neetings, the Governnment of Iraq
has a thorough understandi ng of ny position regarding the discharge by the
Secretariat of its functions in accordance with resolution 986 (1995). One of
the nost fundanmental aspects is the unrestricted freedom of novenent of United
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Nat i ons personnel, an area on which the Humanitarian Coordi nator and his staff
have recently encountered difficulty with regard to their travel inside Iraq. |
expect the lraqi authorities to abide by all their obligations under resol ution
986 (1995) and the nmenorandum of understanding. The Governnent of Iraq has
provi ded assurances in this regard through its Pernmanent Representative.

40. For resolution 986 (1995) to be inplenented as it was intended, it will be
necessary for several actors to work together, principally the Governnent of
Iraqg, the Secretariat and the Committee. Each has clear responsibilities under
the resolution, which have been el aborated upon in the nmenorandum of

under standi ng and the expedited procedures of the Conmittee. It is encouraging
that the interaction between the State G| Marketing Organization, the oi
overseers, the oil inspection agents, and the Comrittee has thus far been

busi nessl i ke and cooperati ve.

41. As indicated in paragraph 11 above, Irag has expressed its intention to
repair the Kirkuk-Yunurtalik pipeline netering systens. | hope that by early
Decenber Saybolt will be able to certify that the netering systens are up to
acceptabl e standards, followi ng which the 14 oil inspection agents will be
deployed in M na al -Bakr, Zakho and Ceyhan. In the neantine, the Lloyd' s
advance teamwi || have conpleted its visit to Iraq, and arrangenents will be
made to dispatch an initial conplenent of goods inspection agents.

42. Preparations are under way within the Departnment of Humanitarian Affairs to
send an advance teamto Iraq for assessnent of the Programme's requirenents,

i ncluding |ogistical and support arrangenents, ahead of the arrival of

additional international staff. Finalization of the observation and reporting
mechanismis al so under way, to nake it possible to depl oy observers on short
notice. | trust that | can count on the Governnent of Iraq to nmake every effort
to facilitate the work of the Progranme as required by resolution 986 (1995) and
the nmenorandum of understanding, including the expeditious issuance of visas,
custons cl earance of |ogistical equipnent, such as vehicles and conmuni cati ons
facilities, and provision of office space and acconmpdati on

43. In submitting this interimreport, | have sought to bring the Security
Council up to date on where matters now stand with respect to the inplenmentation
of resolution 986 (1995). | will submt to the Security Council as soon as
possible the report requested of me in paragraph 13 of the resolution
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letter dated 18 Julv 1996 fromthe Under-Secretary-Genera
and Special Adviser to the Secretary-General addressed to
the Head of the delegation of lraqg
On behal f of the Secretary-General, | wi sh to acknowl edge recei pt of the

distribution plan and would Iike to informyou that | have been authorized by
the Secretary-General to convey in this respect the follow ng.

Security Council resolution 986 (1995) requires that Iraqg shall guarantee,
on the basis of a plan subnitted and approved by the Secretary-General
equitabl e distribution of nedicine, health supplies, foodstuffs and naterials
and supplies for essential civilian needs (humanitarian supplies) exported to
Iraq under the conditions defined by that resolution. The nenorandum of
under st andi ng concl uded on 20 May 1996 between the United Nations Secretariat
and the Governnent of Iraq for the inplenmentation of that resolution provides
that the Governnent of Iraq shall prepare a distribution plan describing in
detail the procedures to be followed by the conpetent Iraqi authorities with a
view to ensuring equitable distribution of humanitarian supplies and submit that
plan to the Secretary-General for approval. The nenorandum states in this
regard that if the Secretary-General is satisfied that the plan adequately
ensures equitable distribution of humanitarian supplies to the Iraqi popul ation
t hroughout the country, he will so informthe Government of Iraq.

I have the honour to informthe Governnent of Iraq through you that, having
exanmi ned the distribution plan as finally subnmitted by you on 15 July 1996, the
Secretary-Ceneral has cone to the conclusion that the plan, if properly
i npl enment ed, should neet the requirenent of equitable distribution of
humani tari an goods to the Iraqi popul ati on throughout the country. The
distribution plan is, therefore, approved with the follow ng renarks.

The approval of the distribution plan is subject to the condition that its
i npl enentation is governed by the rel evant provisions of Security Counci
resolution 986 (1995) and the nenorandum of understanding, and that, in case of
i nconsi stency between the particular provisions of the plan (on the one hand)
and the resolution and the nmenorandum of understanding (on the other), the
provi sions of the two |atter docunents shall prevail.

The approval of the distribution plan is also without prejudice to the
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procedures to be enployed by the Security Council Committee established by
resolution 661 (1990) concerning export to Irag of humanitarian supplies and
parts and equi pnent that are essential for the safe operation of the Kirkuk-
Yururtal i k pipeline systemin Iraq.

The distribution plan includes a categorized |list of supplies and goods to
be purchased and inported under the plan. The approval of the plan is without
prejudice to actions that m ght be taken by the Committee established by
resolution 661 (1990) regarding applications for export of particular itemns
contained on the list subnitted for the Cormittee's consideration in accordance
with its procedures.

Li kewi se the categorized list contains certain itens the export of which to
Irag nust be notified to the joint unit established by Security Counci
resolution 1051 (1996) as these itenms will be subject to nonitoring because of
their possible dual use for civilian or for prohibited purposes under Security
Council resolution 687 (1991) and other relevant resol utions.

(Signed) Chinmya R GHAREKHAN
Under - Secr et ary- GCenera
Seni or Adviser to the Secretary-General



S/ 1996/ 978

Engli sh
Page 50
Annex |11
A. Dollar allocation fromoil proceeds
(Mllions of United
States dollars)
Huneni tari an supplies?® 1 060.7
Humani tari an supplies - northern governorates 260.0
Uni ted Nati ons Conpensation Fund 600.0
Vari ous operational and administrative costs 44. 3
Uni ted Nations Special Conm ssion 15.0
Escrow account established by the Security Council in
its resolutions 706 (1991) and 778 (1992) —20.0
Tot al 2-000.0
@ WIIl include amounts related to paragraph 8 (f) of Security Counci

resolution 986 (1995) approved by the Conmittee established by resolution
661 (1990).

B. PRercentage allocation fromoil proceeds

* Will include amounts related to paragraph 8 (f) of Security Council resolution 986 (1995) approved by the Committee established
by resolution 661 (1990).
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Humanitarian suppliesa

Humanitarian supplies - northern governorates
United Nations Compensation Fund

Various operational and administrative costs
United Nations Special Commission

Escrow account established by the Security Council in its resolutions 706 (1991) and 778 (1992)



