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ILLICIT INCOME GENERATION AND WMD FUNDING

Iraq generates income legally under the UN Oil For Food Programme (OFF) established by

UNSCR 986, whereby the proceeds of oil sold through the UN is used to buy humanitarian

supplies for Iraq This money remains under UN control, and cannot be used for military/WMD

procurement.

However, the Iraqi regime continues to generate income outside UN control, either in the form

of hard currency, or barter goods (which in turn means existing Iraqi funds are freed up lo be

spent on other things) . We believe that Iraq's illicit earnings amounted to around USD 3 billion

during 2001 Of this, illegal oil exports may have been Worth around USD 2 billion . A further

USD 1 billion may have been gencrated through abuses of OFF, including placing a surcharge

on every barrel of oil sold, and charging commissions for contracts either to lift Iraqi oil or

supply Iraq with humanitarian goods. Iraq also generates further income through the export of

non-oil goods We assess that Iraq will generate up to a further USD 3 billion during 2002.

These illicit earnings go to the Iraqi regime . In addition to being hoarded in personal bank
accounts, this money may be used for patronage and buying off the political and military elite,

building new palaces, as well as purchasing luxury goods and other civilian goods outside of

OFF Some of these funds are also used by Saddam to maintain his armed forces, and to

-develop or acquire military equipment, including for WMD programmes. There is no-Indication

as to what proportion of these funds may be used in this fashion . However, the income illicitly
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generated by Iraq is outside of UN control, so it can be used (at least in part) to fund Saddam's
WMDprogrammes . We are not aware of shortage of funds being a factor in any milttary/WMD
procurement. -
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