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THE WHITE HOUSE

WASHINGTON 3?9?7/?, 75
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August 1, 1992 =
ACTION
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MEMORANDUM FOR THE PRESIDENT ; W‘é
THROUGH : THE EXECUTIVE CLERK;
FROM: BRENT SCOWCROFT ./ T
SUBJECT: Report to Congress on Iraq
Purpose

To transmit to Congress a report on the Iragi emergency stressing
the need to maintain economic sanctions.

Background

You are required by the International Emergency Economic Powers
Act to report every six months to Congress on the status of the
Iragi emergency. Treasury has prepared the report (Tab B) which
has inter-agency clearance.

RECOMMENDATION

That you sign the report to Congress on Iraq at Tab A.

Attachments

Tab A Report to Congress

Tab B Letter from Treasury Secretary
Tab C Copy of February 1992 Report

cc: Vice President

Chief of Staff "é,’
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1. The economic sanctions imposed on Iraq by the
Executive orders are administered by the Treasury Department's
Office of Foreign Assets Control ("FAC") under the Iraqi
Sanctions Regulations, 31 CFR Part 575 ("ISR"). There have
been no amendments of those regulations since my last report.

2. Investigations of possible violations of the Iraqi
sanctions continue to be pursued and appropriate enforcement
actions taken. These are intended to deter future activities
in violation of the sanctions. Additional civil penalty notices
were prepared during the reporting period for violations of the
IEEPA and ISR with respect to transactions involving Iraq.
Penalties were collected, principally from financial insti-
tutions which engaged in unauthorized, albeit apparently
inadvertent, transactions with respect to Iraq.

3. Investigation also continues into the roles played
by various individuals and firms outside of Irag in Saddam
Hussein's procurement network. These investigations may lead
to additions to the FAC listing of individuals and organizations
determined to be Specially Designated Nationals ("SDN's") of the
Government of Iraq. In practice, an Iraqi SDN is a representa-
tive, agent, intermediary, or front (whether open or covert) of
the Iraqi government that is located outside of Iraq. Iraqi
SDN's are Saddam Hussein's principal instruments for doing
business in third countries, and doing business with them is
the same as doing business directly with the Government of Iragqg.

The impact of being named an Iragi SDN is considerable:
all assets within U.S. jurisdiction of parties found to be Iraqi
SDN's are blocked; all economic transactions with SDN's by U.S.
persons are prohibited; and the SDN individual or organization

is exposed as an agent of the Iraqi regime.
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4. Since my last report, one case filed against the
Government of Iraq has gone to judgment. Centrifugal Casting

Machine Co., Inc. v. American Bank and Trust Co., Banca

Nazionale del Lavoro, Republic of Irag, Machinery Trading Co.,

Baghdad, Iraq, Central Bank of Iragq, and Bank of Rafidain,

No. 91-5150 (10th Cir., decided June 11, 1992), arose out of

a contract for the sale of goods by plaintiff to the State
Machinery Co., an Iragi governmental entity. In connection with
the contract, the Iraqi defendants opened an irrevocable letter
of credit in favor of Centrifugal, from which Centrifugal drew a
10 percent advance payment. Repayment of the advance payment in
case of nonperformance by Centrifugal was guaranteed by a
standby letter of credit. Performance did not occur due to the
imposition of economic sanctions against Iraq in August 1990,
and the United States claimed that an amount equal to the
advance payment was blocked property. The district court ruled
that the standby letter of credit had expired, that no U.S.
party was liable to an Iraqi entity under the standby letter of
credit, and that the advance payment funds were therefore not
blocked property and could be distributed to U.S. persons. The
court of appeals affirmed the ruling of the district court that
there was no blocked Iraqi property interest in the advance
payment funds, based on applicable principles of letter of
credit law.

5. FAC has issued 288 specific licenses regarding
transactions pertaining to Iraq or Iraqi assets. Since my last
report, 71 specific licenses have been issued. Most of these
licenses were issued for conducting procedural transactions suc
as filing of legal actions, and for legal representation; other
licenses were issued pursuant *o United Nations Security Council
Resolutions 661, 666, and 687, to authorize the exportation to
Iraqg of donated medicine, medical supplies, and food intended
for humanitarian relief purposes. All of these licenses concern
minor transactions of no economic benefit to the Government

of Iraq.
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To ensure compliance with the terms of the licenses which
have been issued, stringent reporting requirements have been
imposed that are closely monitored. Licensed accounts are
regularly audited by FAC compliance personnel and deputized
auditors from other regulatory agencies. FAC compliance
personnel continue to work closely with both State and Federal
bank regulatory and law enforcement agencies in conducting
special audits of Iraqgi accounts subject to the ISR.

6. The expenses incurred by the Federal Government in the
6-month period from February 2, 1992, through August 1, 1992,
that are directly attributable to the exercise of powers and
authorities conferred by the declaration of a national emergency
with respect to Iraq are estimated at $2,476,000, most of
which represents wage and salary costs for Federal personnel.
Personnel costs were largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Customs Service, the
Office of the Assistant Secretary for Enforcement, the Office
of the Assistant Secretary for International Affairs, and
the Office of the General Counsel), the Department of State
(particularly the Bureau of Economic and Business Affairs
and the Office of the Legal Adviser), the Department of
Transportation (particularly the U.S. Coast Guard), and the
Department of Commerce (particularly in the Bureau of Export
Administration and the Office of the General Counsel).

7. The United States imposed economic sanctions on Iraq
in response to Irag's invasion and illegal occupation of Kuwait,
a clear act of brutal aggression. The United States, together
with the international community, is maintaining economic
sanctions against Iraq because the Iragi regime has failed to
comply fully with United Nations Security Council resolutions
calling for the elimination of Iraqi weapons of mass destruc-
tion, the demarcation of the Irag-Kuwait border, the release of
Kuwaiti and other prisoners, compensation for victims of Iraqi

aggression, and the return of Kuwaiti assets stolen during its
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illegal occupation of Kuwait. The U.N. sanctions remain
in place; the United States will continue to enforce those
sanctions.

The Saddam Hussein regime continues to violate basic
human rights by repressing the Iraqi civilian population and
depriving it of humanitarian assistance. The United Nations
Security Council passed resolutions that permit Iraq to sell
$1.6 billion of oil under U.N. auspices to fund the provision
of food, medicine, and other humanitarian supplies to the people
of Irag. Under the U.N. resolutions, the equitable distribution
within Iraq of this assistance would be supervised and monitored
by the United Nations and other international organizations.

The Iraqi regime continues to refuse to accept these resolu-
tions, and has thereby chosen to perpetuate the suffering of
its civilian population.

The regime of Saddam Hussein continues 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 United States will therefore continue to apply
economic sanctions to deter Irag from threatening peace and
stability in the region, and I will continue to report
periodically to the Congress on significant developments,

pursuant to 50 U.S.C. 1703(c).

THE WHITE HOUSE,

August 3, 1992.
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July 27, 1932

The President
The White House
Wwashington, D.C. 20500

Dear Mr. President:

Under the International Emergency Economic Powers Act,
you are required every six months to submit a report to the
Congress concerning the Irag emergency declared in Executive
Order No. 12722 on August 2, 1990. 1In addition, under the
National Emergencies Act, you are required to report to Congress
during each six-month interval of a declared national emergency
the total expenditures incurred during that interval by the
United States Government which are directly attributable to the
exercise of the powers and authorities conferred by the
declaration of emergency.

Enclosed is a proposed report covering events under the
Irag emergency declaration during the period February 2, 1992,
through August 1, 1992. The proposed report indicates in its
initial paragraph that it is a combined report submitted pursuant
to each of the foregoing statutes. The current report under the
International Emergency Economic Powers Act is due to Congress on
August 2, 1992.

Your last report to Congress on Iraq under the foregoing
statutes, dated February 11, 1992, is also enclosed for your
reference.

I recommend that you sign and transmit the proposed
report to the Congress. The report has been reviewed and
approved by the Department of State.

Reanertfnllyu

nclosures



THE WHITE HOUSE

Office of the Press Secretary
(Jacksonville, Florida)

For Immediate Release August 3, 1992

TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on the developments since
my last report of February 11, 1992, concerning the national
emergency with respect to Irag that was declared in Executive
Order No. 12722 of August 2, 1990. This report is submitted
pursuant to section 401(c) of the National Emergencies Act,

50 U.S.C. 1641(c), and section 204 (c) of the International
Emergency Economic Powers Act ("IEEPA"), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the immediate blocking
of all property and interests in property of the Government
of Irag (including the Central Bank of Irag) then or thereafter
located in the United States or within the possession or control
of a U.S. person. In that order, I also prohibited the impor-
tation into the United States of goods and services of Iraqi
origin, as well as the exportation of goods, services, and
technology from the United States to Irag. I prohibited travel-
related transactions and transportation transactions to or
from Iraq and the performance of any contract in support of
any industrial, commercial, or governmental project in Iraqg.
U.S. persons were also prohibited from granting or extending
credit or loans to the Government of Iraq.

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

This report discusses only matters concerning the
national emergency with respect to Iraq that was declared in
Executive Order No. 12722 and matters relating to Executive
Order No. 12724 ("the Executive orders"). The report covers
events from February 2, 1992, through August 1, 1992.

1. The economic sanctions imposed on Iraq by the
Executive orders are administered by the Treasury Department's
Office of Foreign Assets Control ("FAC") under the Iraqi
Sanctions Regulations, 31 CFR Part 575 ("ISR"). There have
been no amendments of those regulations since my last report.

2. Investigations of possible violations of the Iraqi
sanctions continue to be pursued and appropriate enforcement
actions taken. These are intended to deter future activities
in violation of the sanctions. Additional civil penalty notices
were prepared during the reporting period for violations of the
IEEPA and ISR with respect to transactions involving Iraq.
Penalties were collected, principally from financial insti-
tutions which engaged in unauthorized, albeit apparently
inadvertent, transactions with respect to Iragq.

3. Investigation also continues into the roles played
by various individuals and firms outside of Iraq in Saddam
Hussein's procurement network. These investigations may lead

more
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to additions to the FAC listing of individuals and organizations
determined to be Specially Designated Nationals ("SDN's") of the
Government of Irag. 1In practice, an Iragi SDN is a representa-
tive, agent, intermediary, or front (whether open or covert) of
the Iraqi government that is located outside of Iraq. Iraqgi
SDN's are Saddam Hussein's principal instruments for doing
business in third countries, and doing business with them is
the same as doing business directly with the Government of Iraq.

The impact of being named an Iragi SDN is considerable:
all assets within U.S. jurisdiction of parties found to be Iraqi
SDN's are blocked; all economic transactions with SDN's by U.S.
persons are prohibited; and the SDN individual or organization
is exposed as an agent of the Iragi regime.

4. Since my last report, one case filed against the
Government of Iraq has gone to judgment. Centrifugal Casting
Machine Co., Inc. v. American Bank and Trust Co., Banca
Nazionale del Lavoro, Republic of Irag, Machinery Trading Co.,

Baghdad, Iragq, Central Bank of Iraq, and Bank of Rafidain,
No. 91-5150 (10th Cir., decided June 11, 1992), arose out of

a contract for the sale of goods by plaintiff to the State
Machinery Co., an Iragi governmental entity. In connection with
the contract, the Iragqi defendants opened an irrevocable letter
of credit in favor of Centrifugal, from which Centrifugal drew a
10 percent advance payment. Repayment of the advance payment in
case of nonperformance by Centrifugal was guaranteed by a
standby letter of credit. Performance did not occur due to the
imposition of economic sanctions against Iraq in August 1990,
and the United States claimed that an amount equal to the
advance payment was blocked property. The district court ruled
that the standby letter of credit had expired, that no U.S.
party was liable to an Iragi entity under the standby letter of
credit, and that the advance payment funds were therefore not
blocked property and could be distributed to U.S. persons. The
court of appeals affirmed the ruling of the district court that
there was no blocked Iraqi property interest in the advance
payment funds, based on applicable principles of letter of
credit law.

5. FAC has issued 288 specific licenses regarding
transactions pertaining to Iraq or Iragi assets. Since my last
report, 71 specific licenses have been issued. Most of these
licenses were issued for conducting procedural transactions such
as filing of legal actions, and for legal representation; other
licenses were issued pursuant to United Nations Security Council
Resolutions 661, 666, and 687, to authorize the exportation to
Iraq of donated medicine, medical supplies, and food intended
for humanitarian relief purposes. All of these licenses concern
minor transactions of no economic benefit to the Government
of Iraqg.

To ensure compliance with the terms of the licenses which
have been issued, stringent reporting requirements have been
imposed that are closely monitored. Licensed accounts are
regularly audited by FAC compliance personnel and deputized
auditors from other requlatory agencies. FAC compliance
personnel continue to work closely with both State and Federal
bank regulatory and law enforcement agencies in conducting
special audits of Iragi accounts subject to the ISR.

more
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6. The expenses incurred by the Federal Government in the
6-month period from February 2, 1992, through August 1, 1992,
that are directly attributable to the exercise of powers and
authorities conferred by the declaration of a national emergency
with respect to Iraq are estimated at $2,476,000, most of
which represents wage and salary costs for Federal personnel.
Personnel costs were largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Customs Service, the
Office of the Assistant Secretary for Enforcement, the Office
of the Assistant Secretary for International Affairs, and
the Office of the General Counsel), the Department of State
(particularly the Bureau of Economic and Business Affairs
and the Office of the Legal Adviser), the Department of
Transportation (particularly the U.S. Coast Guard), and the
Department of Commerce (particularly in the Bureau of Export
Administration and the Office of the General Counsel).

7. The United States imposed economic sanctions on Iraq
in response to Iraqg's invasion and illegal occupation of Kuwait,
a clear act of brutal aggression. The United States, together
with the international community, is maintaining economic
sanctions against Iraq because the Iraqi regime has failed to
comply fully with United Nations Security Council resolutions
calling for the elimination of Iraqgi weapons of mass destruc-
tion, the demarcation of the Irag-Kuwait border, the release of
Kuwaiti and other prisoners, compensation for victims of Iraqi
aggression, and the return of Kuwaiti assets stolen during its
illegal occupation of Kuwait. The U.N. sanctions remain
in place; the United States will continue to enforce those
sanctions.

The Saddam Hussein regime continues to violate basic
human rights by repressing the Iraqi civilian population and
depriving it of humanitarian assistance. The United Nations
Security Council passed resolutions that permit Iraq to sell
$1.6 billion of o0il under U.N. auspices to fund the provision
of food, medicine, and other humanitarian supplies to the people
of Iragq. Under the U.N. resolutions, the equitable distribution
within Iraq of this assistance would be supervised and monitored
by the United Nations and other international organizations.
The Iraqi regime continues to refuse to accept these resolu-
tions, and has thereby chosen to perpetuate the suffering of
its civilian population.

The regime of Saddam Hussein continues 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 United States will therefore continue to apply
economic sanctions to deter Iraq from threatening peace and
stability in the region, and I will continue to report
periodically to the Congress on significant developments,
pursuant to 50 U.S.C. 1703(c).

GEORGE BUSH

THE WHITE HOUSE,

August 3, 1992.

# £ #
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THE WHITE HOUSE
WASHINGTON

August 1, 1992
MR. PRESIDENT:

This report is due to Congress
Monday morning, August 3.

Thank you.

prA4

Phillip DY Brady
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Message to the Congress on the
Continuation of the National
Emergency With Respect to Iraq

February 11, 1992

To the Congress of the United States:

I hereby report to the Congress on the de-
velopments since my last report of July 26,
1991, concerning the national emergency
with respect to Iraq that was declared in Ex-
ecutive Order No. 12722 of August 2, 1990.
This report is submitted pursuant to section
401(c) of the National Emergencies Act, 50
U.S.C. 1641(c), and section 204(c) of the
International Emergency Economic Powers
Act (“IEEPA”), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the
immediate blocking of all property and inter-
ests in property ofg the Government of Iraq
(including the Central Bank of Iraq) then or
thereafter located in the United States or
within the possession or control of a U.S. per-
son. In that order, I also prohibited the im-
portation into the United States of goods and
services of Iraqi origin, as well as the expor-
tation of goods, services, and technology
from the United States to Iraqg. I prohibited
travel-related transactions <nd transportation
transactions to or from Iraq and the perform-
ance of any contract in support of any indus-
trial, commercial, or governmental project in
Iraq. U.S. persons were also prohibited from
granting or extending credit or loans to the
Government of Iraq.

The foregoing prohibitions (as well as the
blocking of Government of Iraq property)
were continued and augmented on August
9, 1990, by Executive Order No. 12724 that
I issued in order to align the sanctions im-
posed by the United States with United Na-
tions Security Council Resolution 661 of Au-
gust 6, 1990.

1. Since my last report, important and
rapid progress has been made in establishing
the framework for processing U.S. and other
nations’ claims against Iraq for damages aris-
ing from its unlawful invasion and occupation
of Kuwait. The Governing Councii of the
U.N. Compensation Commission has adopt-
ed criteria for various categories of claims,
including small and large claims of individ-
uals, claims of corporations, and claims of
government and international organizations

Feb. 11 / Administration of George Bush, 1992

(including environmental damage and natu-
ral resource depletion claims). In addition,
the Governing Council agreed to begin expe-
dited consideration of claims of individuals
for up to $100,000 as of July 1, 1992, and
set July 1, 1993, as the deadline for filing
this category of claims with the Commission.

In a claims census conducted by the Treas-
ury Department’s Office of Foreign Assets
Control (FAC) during the first quarter of
1991 pursuant to section 575.605 of the Iraqi
Sanctions Regulations, 31 CFR Part 575
(“ISR”), reports of claims from approxi-
mately 1,100 U.S. nationals were received.
Included were claims for items such as per-
sonal property looted or destroyed in Kuwait,
loans or other obligations on which Iraq has
defaulted, and lost future business or conces-
sion rights. Inasmuch as these claims have
not been submitted to a formal claims resolu-
tion body, much less adjudicated, their actual
aggregate value is not known.

2. FAC has issued 199 specific licenses (51
since my last report) regarding transactions
pertaining to Iraq or Iraqi assets. Specific li-
censes were issued for payment to U.S. or
third-country creditors of Iraq, under certain
narrowly defined circumstances, for pre-em-
bargo import and export transactions. Addi-
tionally, licenses were issued for conducting
procedural transactions such as the filing of
legal actions and for legal representation.
Pursuant to United Nations Security Council
Resolutions 661, 666, and 687, specific li-
censes were also issued to authorize the ex-
portation to Iraq of donated medicine, medi-
cal supplies, and food intended for humani-
tarian relief purposes.

To ensure compliance with the terms of
the licenses that have been issued, stringent
reporting requirements have been imposed
that are closely monitored. Licensed ac-
counts are regularly audited by FAC compli-
ance personnel and by deputized auditors
from other regulatory agencies. FAC compli-
ance personnel have also worked closely with
both State and Federal bank regulatory and
law enforcement agencies in conducting spe-
cial audits of Iragi accounts subject to the
ISR.

3. Various enforcement actions discussed
in previous reports continue to be pursued,
and additional investigations of possible vio-
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lations of the Iraqi sanctions have been initi-
ated. These are intended to deter future ac-
tivities in violation of the sanctions. Addi-
tional civil penalty notices were issued during
the reporting period for violations of the
IEEPA and ISR with respect to attempted
transactions involving Irag, and substantial
penalties were collected.

After investigation by FAC and the U.S.
Customs Service, a Virginia corporation and
its export director were convicted in U.S.
District Court for conspiracy and violations
of the ISR. Inyestigation revealed that the
corporation and its export director continued
to engage in activities that were in violation
of the Executive orders and the ISR after
August 2, 1990. The corporation and its ex-
port director performed contracts in support
of a government industrial project in Iraq,
and engaged in prohibited transactions relat-
ing to travel by a U.S. person to Iraq. After
conviction, the corporation was fined $50,000
and the export director sentenced to 5
months’ incarceration, 5 months’ supervised
work release, and 2 years of supervised re-
lease administered by the Department of
Justice.

4. The various firms and individuals out-
side of Iraq in Saddam Hussein’s procure-
ment network continue to be investigated for
possible inclusion in the FAC listing of indi-
viduals and organizations determined to be
Specially Designated Nationals (“SDN’s”) of
the Government of Iraq. In practice, an Iraqi
SDN is a representative, agent, intermediary,
or front (whether open or covert) of the Iraqi
Government that is located outside of Iraq.
Iragi SDN’s are Saddam Hussein’s principal
instruments for doing business in third coun-
tries, and doing business with them is the
same as doing business with Saddam Hussein
himself.

Since the Iraqi government tends to oper-
ate its international fronts as interlocking net-
works of third-world countries and key indi-
viduals, the SDN program is an important
tool in disrupting Saddam Hussein’s nuclear,
military, and technological acquisitions ef-
forts. The impact is considerable: all assets
with U.S. jurisdiction of parties found to be
Iragi SDN’s are blocked; all economic trans-
actions with SDN’s by U.S. persons are pro-
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hibited; and the SDN individual or organiza-
tion is exposed.

5. The expenses incurred by the Federal
Government in the 6-month period from Au-
gust 2, 1991, through February 1, 1992, that
are directly attributable to the exercise of
powers and authorities conferred by the dec-
laration of a national emergency with respect
to Iraq are estimated at $2,992,210, most of
which represents wage and salary costs for
Federal personnel. Personnel costs were
largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Cus-
toms Service, the Office of the Assistant Sec-
retary for Enforcement, the Office of the As-
sistant Secretary for International Affairs,
and the Office of the General Counsel), the
Department of State (particularly in the Bu-
reau of Economic and Business Affairs and
the Office of the Legal Adviser), and the De-
partment of Commerce (particularly in the
Bureau of Export Administration and the Of-
fice of the General Counsel).

6. The United States imposed economic
sanctions on Iraq in response to Iraq’s inva-
sion and illegal occupation of Kuwait, a clear
act of brutal aggression. The United States,
together with the international community,
is maintaining economic sanctions against
Iraq because the Iraqi regime has failed to
comply fully with binding United Nations Se-
curity Council resolutions calling for the
elimination of Iragi weapons of mass destruc-
tion, an end to &e repression of the Iraqi
civilian population, the release of Kuwaiti
and other prisoners, and the return of Ku-
waiti assets stolen during its illegal occupa-
tion of Kuwait. The U.N. sanctions remain
in Flace; the United States will continue to
enforce those sanctions.

The Saddam Hussein regime continues to
violate basic human rights by repressing the
Iraqi civilian population and depriving it of
humanitarian assistance. The United Nations
Security Council passed resolutions that per-
mit Iraq to sell $1.6 billion of oil under U.N.
auspices to fund the provision of food, medi-
cine, and other humanitarian supplies to the
people of Irag. Under the U.N. resolutions,
the equitable distribution within Iraq of this
assistance would be supervised and mon-
itored by the United Nations and other inter-
national organizations. The Iraqi regime has



248 Feb. 11 / Administration of George Bush, 1992

refused to accept these resolutions and has
thereby continued to perpetuate the suffer-
ing of its civilian population.

The regime of Saddam Hussein continues
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 United States will there-
fore continue to apply economic sanctions to
deter Iraq from threatening peace and stabil-
ity in the region, and I will continue to report
periodically to the Congress on significant
developments, pursuant to 50 U.S.C.
1703(c).

George Bush

The White House,
February 11, 1992.



TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on the developments since my
last report of February 11, 1992, concerning the national
emergency with respect to Iraq that was declared in Executive
Order No. 12722 of August 2, 1990. This report is submitted
pursuant to section 401(c) of the National Emergencies Act, 50
U.S.C. 1641(c), and section 204(c) of the International Emergency
Economic Powers Act ("IEEPA"), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the immediate blocking of
all property and interests in property of the Government of Iraq
(including the Central Bank of Iraq) then or thereafter located
in the United States or within the possession or control of a
U.S. person. In that order, I also prohibited the importation
into the United States of goods and services of Iragi origin, as
well as the exportation of goods, services, and technology from
the United States to Iraq. I prohibited travel-related
transactions and transportation transactions to or from Irag and
the performance of any contract in support of any industrial,
commercial, or governmental project in Irag. U.S. persons were
also prohibited from granting or extending credit or loans to the
Government of Iraq.

The foregoing prohibitions (as well as the blocking of
Government of Iraq property) were continued and augmented on
August 9, 1990, by Executive Order No. 12724 which I issued in
order to align the sanctions imposed by the United States with

United Nations Security Council Resolution 661 of August 6, 1990.



This report discusses only matters concerning the national
emergency with respect to Iraq that was declared in Executive

Order No. 12722 and matters relating to Executive Order No. 12724
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("the Executive orders"). The report covers events from
February 2, through August 1, 1992. V////
1. The economic sanctions imposed on Iraqg by the Executive
orders are administered by the Treasury Department’s Office of

Foreign Assets Control ("FAC") under the Iragi Sanctions
Regulations, 31 CFR Part 575 ("ISR"). There have been no
amendments of those regulations since my last report.

2. Investigations of possible violations of the Iraqi
sanctions continue to be pursueqx"and appropriate enforcement v’
actions taken. These are intended to deter future activities in
violation of the sanctions. Additional civil penalty notices
were prepared during the reporting period for violations of the
IEEPA and ISR with respect to transactions involving Iraq.

Penalties were collected, principally from financial institutions
which engaged in unauthorized, albeit apparently inadvertent,
transactions with respect to Iraq.

3. Investigation also continues into the roles played by
various individuals and firms outside of Iraq in Saddam Hussein’s

procurement network. These investigations may lead to additions

to the FAC listing of individuals and organizations determined to



be Specially Designated Nationals ("SDN’s") of the Government of
Iragq. In practice, an Iragi SDN is a representative, agent,
intermediarj?or front (whether open or covert) of the Iraqi
\J,
government that is located outside of Iraq. Iraqi SDN’s are
Saddam Hussein’s principal instruments for doing business in
third countries, and doing business with them is the same as
doing business directly with the Government of Iraq.

The impact of being named an Iragi SDN is considerable: all
assets within U.S. jurisdiction of parties found to be Iraqi
SDN’s are blocked; all economic transactions with SDN’s by U.S.
persons are prohibited; and the SDN individual or organization is
exposed as an agent of the Iragi regime.

4. Since my last report, one case filed against the
Government of Iraqg has gone to judgment. Centrifugal Casting

Machine Co., Inc. v. American Bank and Trust Co., Banca Nazionale

del Lavoro, Republic of Irag, Machinery Trading Co., Baghdad,

Irag, Central Bank of Iraqg, and Bank of Rafidain, No. 91-5150

(10th cir., decided June 11, 1992), arose out of a contract for

the sale of goods by plaintiff to the State Machinery Co., an

Iraqi governmental entity. 1In connection with the contract, the
Iragqi defendants opened an irrevocable letter of credit in favor ///
of Centrifugal, from which Centrifugal drew a ;Agppercent advance
payment. Repayment of the advance payment in case of

nonperformance by Centrifugal was guaranteed by a standby letter

of credit. Performance did not occur due to the imposition of



economic sanctions against Iraq in August 1990, and the United
States claimed that an amount equal to the advance payment was
blocked property. The district court ruled that the standby
letter of credit had expired, that no U.S. party was liable to an
Iragi entity under the standby letter of credit, and that the
advance payment funds were therefore not blocked property and
could be distributed to U.S. persons. The court of appeals
affirmed the ruling of the district court that there was no
blocked Iraqi property interest in the advance payment funds,
based on applicable principles of letter of credit law.

5. FAC has issued 288 specific licenses regarding
transactions pertaining to Iraqg or Iraqi assets. Since my last
report, 71 specific licenses have been issued. Most of these
licenses were issued for conducting procedural transactions such
as filing of legal actions, and for legal representation; other
licenses were issued pursuant to United Nations Security Council
Resolutions 661, 666, and 687, to authorize the exportation to
Iraq of donated medicine, medical suppliessand food intended for
humanitarian relief purposes. All of these licenses concern
minor transactions of no economic benefit to the Government of
Iraqg.

To ensure compliance with the terms of the licenses which

have been ;§§ued, stringent reporting requirements have been
A v
i in (A

imposed which are closely monitored. Licensed accounts are v

regularly audited by FAC compliance personnel and deputized



auditors from other regulatory agencies. FAC compliance
personnel continue to work closely with both State and Federal
bank regulatory and law enforcement agencies in conducting
special audits of Iragi accounts subject to the ISR.

6. The expenses incurred by the Federal Government in the
§i§-month period from February 2, 1992, through August 1, 1992,
that are directly attributable to the exercise of powers and
authorities conferred by the declaration of a national emergency
with respect to Iraq are estimated at $2,476,000, most of which
represents wage and salary costs for Federal personnel.

Personnel costs were largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Customs Service, the
Office of the Assistant Secretary for Enforcement, the Office of
the Assistant Secretary for International Affairs, and the Office
of the General Counsel), the Department of State (particularly in
the Bureau of Economic and Business Affairs and the Office of the
Legal Adviser), the Department of Transportation (particularly
the U.S. Coast Guard), and the Department of Commerce
(particularly in the Bureau of Export Administration and the
Office of the General Counsel).

7. The United States imposed ecoﬁomic sanctions on Iraq in
response to Iraqg’s invasion and illegal occupation of Kuwait, a
clear act of brutal aggression. The United States, together with

the international community, is maintaining economic sanctions



against Irag because the Iragi regime has failed to comply fully
with United Nations Security Council resolutions calling for the
elimination of Iraqgqi weapons of mass destruction, the demarcation
of the Irag-Kuwait border, the release of Kuwaiti and other
prisoners, compensation for victims of Iragi aggression, and the
return of Kuwaiti assets stolen during its illegal occupation of
Kuwait. The United N%téeﬂs sanctions remain in place; the United ~z"
States will continue to enforce those sanctions.

The Saddam Hussein regime continues to violate basic human
rights by repressing the Iraqi civilian population and depriving
it of humanitarian assistance. The United Nations Security
Council passed resolutions that permit Iraqg to sell $1.6 billion
of o0il under qy.auspices to fund the provision of food, medicine, v/ﬁ
and other humanitarian supplies to the people of Irag. Under the
qn,resolutlons, the equitable distribution within Iraq of t31s

‘I'lid'-
assistance would be supervised and monitored by the,yN/and other V

/
international organizations. The Iragi regime continues to
refuse to accept these resolutions, and has thereby chosen to
perpetuate the suffering of its civilian population.

The regime of Saddam Hussein continues 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



e

security. The United States will therefore continue to apply
economic sanctions to deter Iraq from threatening peace and
stability in the region, and I will continue to report
periodically to the Congress on significant developments,

pursuant to 50 U.S.C. 1703(c).

George Bush
The White House

July s 1992
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TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on the developments since my
last report of February 11, 1992, concerning the national
emergency with respect to Iraq that was declared in Executive
Oorder No. 12722 of August 2, 1990. This report is submitted
pursuant to section 401(c) of the National Emergencies Act,[gg 'ﬁﬁpﬁ&»
U.S.C. 1641(c), and section 204 (c) of the International Emergency
Economic Powers Act ("IEEPA"), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the immediate blocking of
all property and interests in property of the Government of Irag
(including the Central Bank of Iraq) then or thereafter located
in the United States or within the possession or control of a
U.S. person. In that order, I also prohibited the importation
into the United States of goods and services of Iraqgi origin, as
well as the exportation of goods, services, and technology from
the United States to Irag. I prohibited travel-related
transactions and transportation transactions to or from Iraq and
the performance of any contract in support of any industrial,
commercial, or governmental project in Iraqg. U.S. persons were
also prohibited from granting or extending credit or loans to the
Government of Iraqg.

The foregoing prohibitions (as well as the blocking of
Government of Iraq property) were continued and augmented on
August 9, 1990, by Executive Order No. 12724 which I issued in
order to align the sanctions imposed by the United States with

United Nations Security Council Resolution 661 of August 6, 1990.



This report discusses only matters concerning the national
emergency with respect to Iraq that was declared in Executive
Order No. 12722 and matters relating to Executive Order No. 12724
("the Executive orders"). The report covers events from
February 2 through August 1, 1992.

1. The economic sanctions imposed on Iraq by the Executive
orders are administered by the Treasury Department’s Office of
Foreign Assets Control ("FAC") under the Iragi Sanctions
Regulations, 31 CFR Part 575 ("ISR"). There have been no
amendments of those regulations since my last report.

2. Investigations of possible violations of the Iraqi
sanctions continue to be pursueﬁi)and appropriate énforcement
actions taken. These are intended to deter future activities in
violation of the sanctions. Additional civil penalty notices
were prepared during the reporting period for violations of the
IEEPA and ISR with respect to transactions involving Iraqg.
Penalties were collected, principally from financial institutions
which engaged in unauthorized, albeit apparently inadvertent,
transactions with respect to Iraq.

3. Investigation also continues into the roles played by
various individuals and firms outside of Iraq in Saddam Hussein’s
procurement network. These investigations may lead to additions

to the FAC listing of individuals and organizations determined to



be Specially Designated Nationals ("SDN’s") of the Government of
Iraq. In practice, an Iragi SDN is a representative, agent,
intermediary or front (whether open or covert) of the Iraqi
government that is located outside of Iraq. Iraqgi SDN’s are
Saddam Hussein’s principal instruments for doing business in
third countries, and doing business with them is the same as
doing business directly with the Government of Iraq.

The impact of being named an Iragi SDN is considerable:.all
assets within U.S. jurisdiction of parties found to be Iraqi
SDN’s are blocked; all economic transactions with SDN’s by U.S.
persons are prohibited; and the SDN individual or organization is
exposed as an agent of the Iraqi regime.

4. Since my last report, one case filed agaihst the
Government of Iraq has gone to judgment. Centrifugal Casting
Machine Co., Inc. v. American Bank and Trust Co., Banca Nazionale

del Lavoro, Republic of Iraqg, Machinery Trading Co., Baghdad,

Ira Central Bank of Ira and Bank of Rafidain, No. 91-5150

(10th Cir., decided June 11, 1992), arose out of a contract for
the sale of goods by plaintiff to the State Machinery Co., an
Iraqi governmental entity. In connection with the contract, the
Iraqi defendants opened an irrevocable letter of credit in favor
of Centrifugal, from which Centrifugal drew ai)ercent advance
payment. Repayment of the advance payment in case of
nonperformance by Centrifugal was guaranteed by a standby letter

of credit. Performance did not occur due to the imposition of



economic sanctions against Iraq in August 1990, and the United
States claimed that an amount equal to the advance payment was
blocked property. The district court ruled that the standby
letter of credit had expired, that no U.S. party was liable to an
Iragi entity under the standby letter of credit, and that the
advance payment funds were therefore not blocked property and
could be distributed to U.S. persons. The court of appeals
affirmed the ruling of the district court that there was no
blocked Iraqi property interest in the advance payment funds,
based on applicable principles of letter of credit law.

5. FAC has issued 288 specific licenses regarding
transactions pertaining to Iraqg or Iragi assets. Since my last
report, 71 specific licenses have been issued. Moét of these
licenses were issued for conducting procedural transactions such
as filing of legal actions, and for legal representation; other
licenses were issued pursuant to United Nations Security Council
Resolutions 661, 666, and 687, to authorize the exportation to

//Iraq of donated medicine, medical supplies,and food intended for
humanitarian relief purposes. All of these licenses concern
minor transactions of no economic benefit to the Government of
Iraq.

To ensure compliance with the terms of the licenses which
have been issued, stringent reporting requirements have been
imposed whieh are closely monitored. Licensed accounts are

regularly audited by FAC compliance personnel and deputized



auditors from other regulatory agencies. FAC compliance
personnel continue to work closely with both State and Federal
bank regulatory and law enforcement agencies in conducting
special audits of Iraqgi accounts subject to the ISR.
6. The expenses incurred by the Federal Government in the
(g%g}month period from February 2, 1992, through August 1, 1992,
that are directly attributable to the exercise of powers and
authorities conferred by the declaration of a national emergency
with respect to Iraq are estimated at $2,476,000, most of which
represents wage and salary costs for Federal personnel.
Personnel costs were largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Customs Service, the
Office of the Assistant Secretary for Enforcement,.the Office of
the Assistant Secretary for International Affairs, and the Office
of the General Counsel), the Department of State (particularly in
the Bureau of Economic and Business Affairs and the Office of the
Legal Adviser), the Department of Transportation (particularly
the U.S. Coast Guard), and the Department of Commerce
(particularly in the Bureau of Export Administration and the
Office of the General Counsel).
7. The United States imposed economic sanctions on Iraqg in
response to Iraq’s invasion and illegal occupation of Kuwait, a
clear act of brutal aggression. The United States, together with

the international community, is maintaining economic sanctions



against Iraq because the Iragi regime has failed to comply fully
with United Nations Security Council resolutions calling for the
elimination of Iraqi weapons of mass destruction, the demarcation
of the Irag-Kuwait border, the release of Kuwaiti and other

prisoners, compensation for victims of Iragi aggression, and the

return of Kuwaiti aSigts stolen during its illegal occupation of

V/ Kuwait. The’United Nations) sanctions remain in place; the United

States will continue to enforce those sanctions.

The Saddam Hussein regime continues to violate basic human
rights by repressing the Iragi civilian population and depriving
it of humanitarian assistance. The United Nations Security

Council passed resolutions that permit Iraq to sell $1.6 billion

J of oil under(@ﬁ)auspices to fund the provision of food, medicine,

/

J

o

and other humanitarian supplies to the people of Iraqg. Under the
(g;)resolutions, the equitable distribution within Iraq of this
assistance would be supervised and monitored by the/UN and ;ther
international organizations. The Iragi regime continues to
refuse to accept these resolutions, and has thereby chosen to
perpetuate the suffering of its civilian population.

The regime of Saddam Hussein continues 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 United States will therefore continue to apply
economic sanctions to deter Iraq from threatening peace and
stability in the region, and I will continue to report
periodically to the Congress on significant developments,

pursuant to 50 U.S.C. 1703(c).

Gp(@ %’e{ge\ﬁh&b/'

(/ \/ The White House7
w%\



TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on the developments since
my last report of February 11, 1992, concerning the national
emergency with respect to Iraq that was declared in Executive
Order No. 12722 of August 2, 1990. This report is submitted
pursuant to section 401(c) of the National Emergencies Act,

50 U.S.C. 1641(c), and section 204(c) of the International
Emergency Economic Powers Act ("IEEPA"), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the immediate blocking
of all property and interests in property of the Government
of Iraq (including the Central Bank of Iraq) then or thereafter
located in the United States or within the possession or control
of a U.S. person. In that order, I also prohibited the impor-
tation into the United States of goods and services of Iraqi
origin, as well as the exportation of goods, services, and
technology from the United States to Irag. I prohibited travel-
related transactions and transportation transactions to or
from Iraq and the performance of any contract in support of
any industrial, commercial, or governmental project in Iragq.
U.S. persons were also prohibited from granting or extending
credit or loans to the Government of Iraq.

The foregoing prohibitions (as well as the blocking of
Government of Iraq property) were continued and augmented on
August 9, 1990, by Executive Order No. 12724 which I issued in
order to align the sanctions imposed by the United States with
United Nations Security Council Resolution 661 of August 6,
1990. ‘

This report discusses only matters concerning the
national emergency with respect to Iraq that was declared in
Executive Order No. 12722 and matters relating to Executive
Order No. 12724 ("the Executive orders"). The report covers

events from February 2, 1992, through August 1, 1992.
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1. The economic sanctions imposed on Iraq by the
Executive orders are administered by the Treasury Department's
Office of Foreign Assets Control ("FAC") under the Iraqi
Sanctions Regulations, 31 CFR Part 575 ("ISR"). There have
been no amendments of those regqulations since my last report.

2. Investigations of possible violations of the Iraqi
sanctions continue to be pursued and appropriate enforcement
actions taken. These are intended to deter future activities
in violation of the sanctions. Additional civil penalty notices
were prepared during the reporting period for violations of the
IEEPA and ISR with respect to transactions involving Iraq.
Penalties were collected, principally from financial insti-
tutions which engaged in unauthorized, albeit apparently
inadvertent, transactions with respect to Iragq.

3. 1Investigation also continues into the roles played
by various individuals and firms outside of Iraq in Saddam
Hussein's procurement network. These investigations may lead
to additions to the FAC listing of individuals and organizations
determined to be Specially Designated Nationals ("SDN's") of the
Government of Irag. In practice, an Iragi SDN is a representa-
tive, agent, intermediary, or front (whether open or covert) of
the Iraqgi government that is located outside of Iraq. Iraqi
SDN's are Saddam Hussein's principal instruments for doing
business in third countries, and doing business with them is
the same as doing business directly with the Government of Iragq.

The impact of being named an Iraqgi SDN is considerable:
all assets %ithin U.S. jurisdiction of parties found to be Iraqi
SDN's are blocked; all economic transactions with SDN's by U.S.
persons are prohibited; and the SDN individual or organizatio

is exposed as an agent of the Iraqi regime.
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4. Since my last report, one case filed against the
Government of Iraq has gone to judgment. Centrifugal Casting
Machine Co., Inc. v. American Bank and Trust Co., Banca
Nazionale del Lavoro, Republic of Iraq, Machinery Trading Co.,

Baghdad, Iraqg, Central Bank of Irag, and Bank of Rafidain,

No. 91-5150 (10th Cir., decided June 11, 1992), arose out of

a contract for the sale of goods by plaintiff to the State
Machinery Co., an Iraqi governmental entity. In connection with
the contract, the Iragi defendants opened an irrevocable letter
of credit in favor of Centrifugal, from which Centrifugal drew a
10 percent advance payment. Repayment of the advance payment in
case of nonperformance by Centrifugal was guaranteed by a
standby letter of credit. Performance did not occur due to the
imposition of economic sanctions against Iraq in August 1990,
and the United States claimed that an amount equal to the
advance payment was blocked property. The district court ruled
that the standby letter of credit had expired, that no U.S.
party was liable to an Iraqi entity under the standby letter of
credit, and that the advance payment funds were therefore not
blocked property and could be distributed to U.S. persons. The
court of appeals affirmed the ruling of the district court that
there was no blocked Iragi property interest in the advance
payment funds, based on applicable principles of letter of
credit law.

5. FAC has issued 288 specific licenses regarding
transactions pertaining to Iraq or Iragi assets. Since my last
report, 71 ipecific licenses have been issued. Most of these
licenses were issued for conducting procedural transactions s
as filing of legal actions, and for legal representation; other
licenses were issued pursuant to United Nations Security Council
Resolutions 661, 666, and 687, to authorize the exportation to
Irag of donated medicine, medical supplies, and food intended
for humanitarian relief purposes. All of these licenses concern
minor transactions of no economic benefit to the Government

of Iraq.
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To ensure compliance with the terms of the licenses which
have been issued, stringent reporting requirements have been
imposed that are closely monitored. Licensed accounts are
regularly audited by FAC compliance personnel and deputized
auditors from other regulatory agencies. FAC compliance
personnel continue to work closely with both State and Federal
bank regulatory and law enforcement agencies in conducting
special audits of Iragi accounts subject to the ISR.

6. The expenses incurred by the Federal Government in the
6-month period from February 2, 1992, through August 1, 1992,
that are directly attributable to the exercise of powers and
authorities conferred by the declaration of a national emergency
with respect to Iraq are estimated at $2,476,000, most of
which represents wage and salary costs for Federal personnel.
Personnel costs were largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Customs Service, the
Office of the Assistant Secretary for Enforcement, the Office
of the Assistant Secretary for International Affairs, and
the Office of the General Counsel), the Department of State
(particularly the Bureau of Economic and Business Affairs
and the Office of the Legal Adviser), the Department of
Transportation (particularly the U.S. Coast Guard), and the
Department of Commerce (particularly in the Bureau of Export
Administration and the Office of the General Counsel).

7. The United States imposed economic sanctions on Iraq
in response to Iraq's invasion and illegal occupation of Kuwait,
a clear actdof brutal aggression. The United States, together
with the international community, is maintaining economic
sanctions against Iraq because the Iragi regime has failed to
comply fully with United Nations Security Council resolutions
calling for the elimination of Iraqi weapons of mass destruc-
tion, the demarcation of the Irag-Kuwait border, the release of
Kuwaiti and other prisoners, compensation for victims of Iraqi

aggression, and the return of Kuwaiti assets stolen during its
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illegal occupation of Kuwait. The U.N. sanctions remain
in place; the United States will continue to enforce those
sanctions.

The Saddam Hussein regime continues to violate basic
human rights by repressing the Iraqi civilian population and
depriving it of humanitarian assistance. The United Nations
Security Council passed resolutions that permit Irag to sell
$1.6 billion of o0il under U.N. auspices to fund the provision
of food, medicine, and other humanitarian supplies to the people
of Iragq. Under the U.N. resolutions, the equitable distribution
within Iraq of this assistance would be supervised and monitored
by the United Nations and other international organizations.

The Iraqgi regime continues to refuse to accept these resolu-
tions, and has thereby chosen to perpetuate the suffering of
its civilian population.

The regime of Saddam Hussein continues 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 United States will therefore continue to apply
economic sanctions to deter Irag from threatening peace and
stability in the region, and I will continue to report
periodically to the Congress on significant developments,

pursuant to 50 U.S.C. 1703(c).

THE WHITE HOUSE,
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Message to the Congress on the
Continuation of the National
Emergency With Respect to Iraq

February 11, 1992

To the Congress of the United States:

I hereby report to the Congress on the de-
velopments since my last report of July 26,
1991, concerning the national emergency
with respect to Iraq that was declared in Ex-
ecutive Order No. 12722 of August 2, 1990.
This report is submitted pursuant to section
401(c) of the National Emergencies Act, 50
U.S.C. 1641(c), and section 204(c) of the
International Emergency Economic Powers
Act (“IEEPA”), 50 U.S.C. 1703(c).

Executive Order No. 12722 ordered the
immediate blocking of all property and inter-
ests in property olg the Government of Iraq
(including the Central Bank of Iraq) then or
thereafter located in the United States or
within the possession or control of a U.S. per-
son. In that order, I also prohibited the im-
portation into the United States of goods and
services of Iraqi origin, as well as the expor-
tation of goods, services, and technology
from the United States to Iraq. I prohibited
travel-related transactions :nd transportation
transactions to or from Iraq and the perform-
ance of any contract in support of any indus-
trial, commercial, or governmental project in
Iraq. U.S. persons were also prohibited from
granting or extending credit or loans to the
Government of Iraq.

The foregoing prohibitions (as well as the
blocking of Government of Iraq property)
were continued and augmented on August
9, 1990, by Executive Order No. 12724 that
I issued in order to align the sanctions im-
posed by the United States with United Na-
tions Security Council Resolution 661 of Au-
gust 6, 1990.

1. Since my last report, important and
rapid progress has been made in establishing
the framework for processing U.S. and other
nations’ claims against Iraq for damages aris-
ing from its unlawful invasion and occupation
of Kuwait. The Governing Councii of the
U.N. Compensation Commission has adopt-
ed criteria for various categories of claims,
including small and large claims of individ-
uals, claims of corporations, and claims of
government and international organizations
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(including environmental damage and natu-
ral resource depletion claims). In addition,
the Governing Council agreed to begin expe-
dited consideration of c%:ims of individuals
for up to $100,000 as of July 1, 1992, and
set July 1, 1993, as the deadline for filing
this category of claims with the Commission.

In a claims census conducted by the Treas-
ury Department’s Office of Foreign Assets
Control (FAC) during the first quarter of
1991 pursuant to section 575.605 of the Iragi
Sanctions Regulations, 31 CFR Part 575
(“ISR”), reports of claims from approxi-
mately 1,100 U.S. nationals were received.
Included were claims for items such as per-
sonal property looted or destroyed in Kuwait,
loans or other obligations on which Iraq has
defaulted, and lost future business or conces-
sion rights. Inasmuch as these claims have
not been submitted to a formal claims resolu-
tion body, much less adjudicated, their actual
aggregate value is not known.

2. FAC has issued 199 specific licenses (51
since my last report) regarding transactions
pertaining to Iraq or Iraqi assets. Specific li-
censes were issued for payment to U.S. or
third-country creditors of Iraq, under certain
narrowly defined circumstances, for pre-em-
bargo import and export transactions. Addi-
tionally, licenses were issued for conducting
procedural transactions such as the filing of
legal actions aud for legal representation.
Pursuant to United Nations Security Council
Resolutions 661, 666, and 687, specific li-
censes were also issued to authorize the ex-
portation to Iraq of donated medicine, medi-
cal supplies, and food intended for humani-
tarian relief purposes.

To ensure compliance with the terms of
the licenses that have been issued, stringent
reporting requirements have been imposed
that are closely monitored. Licensed ac-
counts are regul>;rly audited by FAC compli-
ance personnel and by deputized auditors
from other regulatory agencies. FAC compli-
ance personnel have also worked closely with
both State and Federal bank regulatory and
law enforcement agencies in conducting spe-
cial audits of Iragi accounts subject to the
ISR.

3. Various enforcement actions discussed
in previous reports continue to be pursued,
and additional investigations of possible vio-
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lations of the Iragi sanctions have been initi-
ated. These are intended to deter future ac-
tivities in violation of the sanctions. Addi-
tional civil penalty notices were issued during
the reporting period for violations of the
IEEPA and ISR with respect to attempted
transactions involving Iraq, and substantial
penalties were collected.

After investigation by FAC and the U.S.
Customs Service, a Virginia corporation and
its export director were convicted in U.S.
District Court for conspiracy and violations
of the ISR. Inyestigation revealed that the
corporation and its export director continued
to engage in activities that were in violation
of the Executive orders and the ISR after
August 2, 1990. The corporation and its ex-
port director performed contracts in support
of a government industrial project in Iraq,
and engaged in prohibited transactions relat-
ing to travel by a U.S. person to Iraq. After
conviction, the corporation was fined $50,000
and the export director sentenced to 5
months’ incarceration, 5 months’ supervised
work release, and 2 years of supervised re-
lease administered by the Department of
Justice.

4. The various firms and individuals out-
side of Iraq in Saddam Hussein’s procure-
ment network continue to be investigated for
possible inclusion in the FAC listing of indi-
viduals and organizations determined to be
Specially Designated Nationals (“SDN’s”) of
the Government of Iraq. In practice, an Iraqi
SDN is a representative, agent, intermediary,
or front (whether open or covert) of the Iraqi
Government that is located outside of Iraq.
Iragi SDN’s are Saddam Hussein’s principal
instruments for doing business in third coun-
tries, and doing business with them is the
same as doing business with Saddam Hussein
himself.

Since the Iragi government tends to oper-
ate its international fronts as interlocking net-
works of third-world countries and key indi-
viduals, the SDN program is an important
tool in disrupting Saddam Hussein’s nuclear,
military, and technological acquisitions ef-
forts. The impact is considerable: all assets
with U.S. jurisdiction of parties found to be
Iragi SDN’s are blocked; all economic trans-
actions with SDN’s by U.S. persons are pro-
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hibited; and the SDN individual or organiza-
tion is exposed.

5. The expenses incurred by the Federal
Government in the 6-month period from Au-
gust 2, 1991, through February 1, 1992, that
are directly attributable to the exercise of
powers anc{ authorities conferred by the dec-
laration of a national emergency with respect
to Iraq are estimated at $2,992,210, most of
which represents wage and salary costs for
Federal personnel. Personnel costs were
largely centered in the Department of the
Treasury (particularly in FAC, the U.S. Cus-
toms Service, the Office of the Assistant Sec-
retary for Enforcement, the Office of the As-
sistant Secretary for International Affairs,
and the Office of the General Counsel), the
Department of State ( articularly in the Bu-
reau of Economic and Business Affairs and
the Office of the Legal Adviser), and the De-
partment of Commerce (particularly in the
Bureau of Export Administration and the Of-
fice of the General Counsel).

6. The United States imposed economic
sanctions on Iraq in response to Iraq’s inva-
sion and illegal occupation of Kuwait, a clear
act of brutal aggression. The United States,
together with the international community,
is maintaining economic sanctions against
Iraq because the Iraqi regime has failed to
comply fully with binding United Nations Se-
curity Council resolutions calling for the
elimination of Iraqi weapons of mass destruc-
tion, an end to t(}le repression of the Iragi
civilian population, the release of Kuwaiti
and other prisoners, and the return of Ku-
waiti assets stolen during its illegal occupa-
tion of Kuwait. The U.N. sanctions remain
in Flace; the United States will continue to
enforce those sanctions.

The Saddam Hussein regime continues to
violate basic human rights by repressing the
Iraqi civilian population and depriving it of
humanitarian assistance. The United Nations
Security Council passed resolutions that per-
mit Iraq to sell $1.6 billion of oil under U.N.
auspices to fund the provision of food, medi-
cine, and other humanitarian supplies to the
people of Iraq. Under the U.N. resolutions,
the equitable distribution within Iraq of this
assistance would be supervised and mon-
itored by the United Nations and other inter-
national organizations. The Iragi regime has



248 Feb. 11 / Administration of George Bush, 1992

refused to accept these resolutions and has
thereby continued to perpetuate the suffer-
ing of its civilian population.

The regime of Saddam Hussein continues
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 United States will there-
fore continue to apply economic sanctions to
deter Iraq from threatening peace and stabil-
ity in the region, and I will continue to report
periodically to the Congress on significant
developments, pursuant to 50 U.S.C.
1703(c).

George Bush

The White House,
February 11, 1992.



