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Good morning, Senator Chairman, Ranking Member Levin, and Members of the
Subcommittee:

Thank you for the opportunity to testify today regarding the Subcommittee’s latest
findings relating to our ongoing investigation into the United Nations “Oil-for-Food Program.”

My testimony today presents evidence gathered by the Subcommittee establishing that the
former regime of Saddam Hussein attempted to exert influence at the highest levels of the Russian
Government by awarding lucrative allocations of oil to politically influential officials. In
particular, the Hussein regime assigned the rights to massive quantities of oil to the “Russian
Presidential Council” which was then headed by a powerful Kremlin insider named Alexander
Voloshin.

In April, we traveled to Iraq and interviewed senior officials of the former Hussein regime.
The officials told us that oil allocations were awarded to foreign politicians and political parties in
order to engender international support for the regime. Documents reviewed by the Subcommittee
from the Iraqi Ministry of Oil confirmed that massive allocations of oil were awarded to Security
Council members that were sympathetic towards Iraq in its efforts to lift sanctions -- namely,
Russia, France, and China. Saddam personally approved the list of allocation recipients along
with a committee of his closest advisors, including Deputy Prime Minister Tariq Aziz and Vice
President Taha Yasin Ramadan, both of whom were interviewed by the Subcommittee.

The Hussein regime gave allocations to Russian individuals, political parties, government
ministries, and major oil companies due to their good relationship with Iraq and due to their
support for the lifting of sanctions. A total of 30 percent of all the oil allocated during the entire
course of the Program went to Russia. The state-owned oil company “Zarubezhneft” was
allocated almost 180 million barrels of oil. The Russian Ministry of Foreign Affairs, the
equivalent of our State Department, was allocated 155 million barrels. Individual politicians
(such as Mr. Zhirinovsky) and political parties were also given allocations, including 73 million
barrels to the Unified Russia Party -- known then as the Unity Party -- a pro-Kremlin organization
associated with Russian president Vladimir Putin. Tariq Aziz stated that the Unity Party received
such a large number of allocations because Russia was taking positions at the Security Council



that were favorable to Iraq. Vice President Ramadan stated that the Unity Party was given
massive allocations because it was the governing party and the party of the president.

The Russian Presidential Council received 9 oil allocations totaling 90 million barrels.
The Presidential Council consisted of advisors appointed by the president, and was responsible for
devising presidential policy, drafting presidential decrees, and coordinating policy among
government agencies. The head of the Presidential Council was Alexander Stalevich Voloshin,
who was widely known to be the “power behind the throne” at the Kremlin. Mr. Voloshin
assisted in President Putin’s rise to power, managed his first election campaign, and helped to
create the Unity Party. He was once referred to as “de facto, after President Vladimir Putin,
Russia’s most powerful man.” Former regime officials interviewed by the Subcommittee
confirmed that the allocations given to Mr. Voloshin were a show of support to him, and were
granted to him because of his relationships with “very important characters.” Vice President
Ramadan told the Subcommittee that he knew that Mr. Voloshin was the head of Russia’s
presidential administration and stated that the oil allocations awarded to him had been approved
by Saddam Hussein.

Many of the allocations to the Presidential Council, like the allocations to Mr.
Zhirinovsky, were ultimately purchased and shipped by Houston-based Bayoil. The Presidential
Council and Bayoil used a variety of middleman oil trading companies to execute the actual
contracts with Iraq. The transactions involving the allocations granted to the Presidential Council
followed the same general pattern: At the beginning of each relevant phase, the Hussein regime
granted an oil allocation to the Presidential Council. Please turn your attention to Exhibit 19
which is an example of a Ministry of Oil allocation list. The chart indicates that the Russian
Presidential Council was allocated 14 million barrels of oil in Phase 8, and that a “Mr. Issakov”
was named as the designated contact person. “Mr. Issakov” is Sergey Issakov, who is associated
with Mr. Voloshin, as noted in our report. As you can see by the hand-written note at the corner
of the document, the allocations have been approved at the highest level by “the President
Leader.”

Once the oil is allocated, the contact person would choose a Russian company to act as the
nominal purchaser of the oil -- a “middleman” -- in exchange for a small commission. A
representative of the middleman -- often Mr. Issakov himself -- then traveled to Baghdad and
signed a contract with SOMO that could be forwarded to the U.N. for approval. Once the contract
was signed, SOMO would forward the contract to the Minister of Oil for approval. Please turn
your attention to Exhibit 27 which is an example of one such approval for an allocation to Mr.
Voloshin in Phase 12. As you can see, the terms of the official contract with the Russian
middleman company -- Impexoil -- were approved by the Minister of Oil, and you can see that the
Ministry kept track of exactly who the allocation holder was -- Mr. Voloshin, the “head of the
Russian Presidential Council.” Other internal Ministry of Oil documents also kept track of who
was the ultimate beneficiary of the oil allocation. For example, Exhibit 29 is a letter from the
crude oil marketing department to the financial department outlining the terms of a contract signed
during Phase 13 with Impexoil. The letter makes it clear who is benefiting from the allocation
when it states: “Party Benefiting from Allocation: Head of the Russian Presidential Council.”

Once the allocation and the contracts had been approved, the middleman company entered
into a separate contract with an oil company -- in many instances Bayoil -- to actually ship the oil.



After the oil was lifted, Bayoil wired payments -- usually hundreds of thousands of dollars -- into
certain bank accounts in Cyprus or Switzerland, countries not exactly known for transparency in
banking practices. The evidence indicates that the money wired to those accounts by Bayoil was
ultimately split between the allocation holder and the middleman.

The Russian middlemen used to facilitated these allocations were paid a commission
usually amounting to 2 cents per barrel. For example, you can see here in Exhibit 20 that in June
of 2000 Bayoil agreed to pay one of these middlemen -- called “Rosnefteimpex” -- 2 cents a barrel
for a contract in Phase 8. As you can see, the Russian Presidential Council is not named in the
document, but instead a company called “Haverhill Trading” suddenly appears in the picture.
This is because even the middlemen in these transactions have middlemen. As detailed in our
report, Cyprus-based Haverhill served as a pass-through for the money that Bayoil paid to the
middlemen, to the Russian Presidential Council, and in some instances to the Hussein regime in
the form of “surcharges.”

We conclude that the allocation holders and the middlemen profited from these
transactions, and Saddam profited as well. Millions of dollars wired by Bayoil into Cypriot bank
accounts during Phase 9 and 10 were routed back to the Hussein regime. The letter displayed in
Exhibit 23 to the Executive Director of SOMO relates to a Phase 9 allocation to the Russian
Presidential Council and indicates that the middleman on the transaction -- Rosnefteimpex -- had
paid the surcharges due to the regime. As you can see, the document notes that Rosnefteimpex
delivered the surcharge payments directly to the Iraqi embassy in Moscow, which was a common
practice for the Russian companies who paid surcharges.

For all of the transactions where Bayoil was involved, Bayoil wired over $9.2 million into
different bank accounts in Cyprus, Greece, and Switzerland between July of 2000 and January of
2003. As indicated in Exhibit 31, we estimate that approximately $609,000 went to the
middleman companies -- such as Rosnefteimpex and Impexoil. The contracts connected to the
Presidential Council in Phases 9 and 10 resulted in surcharge payments to the Hussein regime,
payments that we estimate to be in excess of $5.6 million. Once the payments to the middlemen
and the surcharges to the Hussein regime are deducted from the total payments made by Bayoil,
there is a remainder of almost $3 million. That is the amount we conclude went to the allocation
holders, specifically Mr. Voloshin and Mr. Issakov under the auspices of the Russian Presidential
Council.

Thank you again for allowing me to summarize our findings, and I look forward to any
questions you may have on this matter.
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