SECURITY COUNCIL COMMITTEE ESTABLISHED S/AC.25/2002/COMM. 10
BY RESOLUTION 661 (1990) CONCERNING 8 January 2002
THE SITUATION BETWEEN IRAQ AND KUWAIT ORIGINAL: ENGLISH

Letter dated 7 Jarnuary 2002 from the
Executive Director, Office of the Iraq Programme

addressed to the Chairman of the Committee

REF: ED/2002/1361/1

Dear Mr. Chainyzan,

It is with grave concern that 1 shoﬁld like to inform you that the volume of bolds placed on
applications has witnessed yet another unprecedented surge, having reached a total of 1854
confract applications, with a total value of some $4.95 billion, as at 7 Jamary 2002,

+ The absolute Jevel of holds has been continuously tising during the past year, with a
lemporary drop in May 2001 following a campaign by this Office, and a srnall decrease in
September 2001, largely due to the release of several high-value applications, The relative value of
holds, on the othex hand, has been somewhat stable at around 13 to 14 per cent of the combined
value of all applivations circulated to the Committee and notified by the Secretariat. It should be
noted, however, lhat while the overall relative value of holds has been positively influenced by the
notification of applications for large volumes of food items, it has remained- considerably higher in
some crucial individual sectors, such as water and sanitation (30.5 per cent), electricity (29.7 per
cent) and educatiin (24.5 per cent). “

The relative level of holds is highest in the "Special Allocation” sector, with 85.5 per cent
of the value circulated to the Commitiee having been placed on hold. However, this involves a
- fairly small sumber of 14 applications, as the sector has been introduced recently. The level of
holds in the oil spare parts sector has dropped to 19,3 per cent, compared with the average of 25.0
per cent in March 2001, mainty as a result of significant increase in the number and value of
applications approved by the oil group of experts on the basis of the pre-approved project-based
list of items, not iequiring circulation to the Committes, ' ' ‘

- Notwithstunding some minor recent movements, thie lack of feedback from the holding
tuission(s) following submission of the requested information, continues to pose a considerable
problem. At preseit, there are 334 applications worth $942 million, which are still on hold without
a feedback in excess of 60 days afier the required information was provided. This issue reguires
particular attention, as the period for reviewing the additional information has been constantly -
increasing,
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. Another issue of particular concern is the increasing numnber of holds placed on
applications for "dual-use" reasons, as determined by the mission placing the hold, which now
covers 255 applicetions worth $532 million, or over 10 per cent of the total value on hold. This
category has now exceeded the number and value of applications placed on hold for containing
;051 jtemms, as determined by the Secretariat, which stand at 111 applications worth $397 million,
The absence of & set of criteria and consistency in placing holds for “dual-use” reasons has
prevented the suppliers, the Government of Iraq and this Office from taking further steps in

resolving the holds in that category. '

The nurnber of cases on which experts of the Committee disagreed with the Secretariat on
1051 determination, has somewhat declined to 190 applications worth $493 million, from 201
applicetions worth over $620 million last September. The reduction is largely due to the gradual
deletion of the slleged “1051-items™ from applications on hold, as well as due to fewer newly
arising disagresments following the revision of the “1051-list”, While this Cffice has provided
further technical clarifications on the majority of the existing disagreements, very few have been
resolved or the reason for the continued holds changed as a result.

The sysizm of end-use/user verification at the Comumittee’s request has yielded many
positive results, with 947 applications worth over $1.9 billion released/approved under the
system. The Committee members have been provided full access to the end-use/user verification
Aatabase, which contains regular and up-to-date reports and all other relevant data on the
applications approved/released on the condition of end-use/nser verification. However, while the
systern was designed primarily to dddress 1051 -related holds; only a handful of applications
containing “10% 1-iterns™ have been approved under the system, a problem which is further
compounded by the rise in the holds for "dual-use” reasons, as described above.

At present, there are also 95 applications worth 3151 million, which are placed on hold for
"pending further consideration/evaluation” reasons, with aver half of them for 60 days or longer.
The lack of speific reason provided for the holds has prevented this Office from taking any
measure towards resolving the difficulties regarding the holds concemned.

I truly te:gret that the sitnation regarding holds, which has affected adversely the efficiency
and effectiveness of the programme, has not improved despite our strenuous efforts and the special -
meetings of the Committee experts io reverse the trend in the individual sectors. Therefore, by
presenting the albove informetion and the attached two tables and a graph, 1 should like to appeal
to all members of the Committee to exert greater and more determined efforts in addressing the
‘ncreasingly high volume of holds placed on applications, now approaching $5 billion.

Please aicept, Mr. Chairman, the assurances of my highest consideration.

Benon V. Sevan
"Undér-Secretary-General
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Table1l: - Status of ESB (59 per cent) account applications on hold as
per the hold category as at 7 Jauunary 2002

Applications placed on hold {or
reason changed) within the last 60 364 $1,334,712,101
days for additionsl information, '
which Las not been provided yet

Applications on hold for additional o
information which has been 377 $1,319,973,389
provided, awaiting feedback from the '
holding mission for less than 60 days

Applications on hold for additional
informution which has been
provided, awaiting feedback from the 334 $941,866,814
holding mission for more than 60 -
days

Applications on hold for reagons

other than the request for additional 573 $1,006,671,342
information - ‘
SUBTOTAL 1,648 $4,603,223,645

Tuactive Holds (applications on hold

for additional information which bas 206 $353,305,365.
not been provided in excess of

60days)

GRAND TOTAL 1 1,854+ 4,956,529,010*

* ncluded in this mumber are 190 applications worth $493 million for which
there is a disagreement on 1051 status between the UN Secretariat experts and the
expertss of the bolding mission :




—— Grand Tolal

Overall Weekly Value of Holds, including 'Inactive Holds'

From 08/01/01 to 07/01/02 (Phase [V-X)
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