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(1)

U.S. AND FOREIGN EFFORTS TO 
RECOVER IRAQ’S STOLEN MONEY 

Thursday, March 18, 2004

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS, 

COMMITTEE ON FINANCIAL SERVICES, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:10 a.m., in Room 
2128, Rayburn House Office Building, Hon. Sue Kelly [chairman of 
the subcommittee] presiding. 

Present: Representatives Kelly, Oxley (ex officio), Hensarling, 
Garrett, Gutierrez, Inslee, Lynch and Maloney. Also present were 
Representatives Ose and Renzi. 

Chairwoman KELLY. [Presiding.] This hearing of the Sub-
committee on Oversight and Investigations will come to order. 

This morning the subcommittee continues its examination of the 
efforts by our nation and others to suppress the flow of illicit 
money used to finance terrorist networks, and specifically to track 
down the money Saddam Hussein stole from the Iraqi people. Ter-
rorists have no boundaries, nor do they exhibit any regard for 
peace, liberty or human life. Terrorists will never stop trying to 
find ways to secure the resources needed to carry out their extrem-
ist agendas. 

An unwavering commitment to shattering the underground fi-
nancing networks upon which they rely is critical and is a critical 
part of our effort to prevent future acts of terrorism here and 
abroad. The subcommittee will continue to examine efforts to pur-
sue illicit money and help eradicate the threat of international ter-
rorism. 

The capture of Saddam Hussein was a great day for the Iraqi 
people and for freedom and democracy throughout the world. The 
Iraqi people are now free from this reign of terror, and it is appro-
priate that the pilfered fortune once used to oppress them now be 
directed toward initiatives that will help to build a country and a 
government of the choosing of the Iraqi people. 

There still remains difficult work ahead. It is imperative that we 
work with our foreign counterparts and the Iraqi people to rebuild 
the country’s infrastructure, financial systems and overall economy. 
Last week, the Iraqi governing council completed the transitional 
administrative law for Iraq. This new constitution is an important 
step toward a free Iraq with a democratic election and this new 
constitution created for and by the Iraqi people. As the law was ap-
proved, we are reminded of the steadfast leadership of our presi-
dent and this administration, as well as our brave soldiers and 
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sailors and our brave coalition troops, who have provided through-
out the liberation of this oppressed nation. 

Along this difficult journey, our armed services have continued to 
earn the admiration and respect of the American people and of 
many others throughout the world. Our thoughts and our prayers 
are with the men and women who serve our country, and we will 
continue to give them support and the resources that they need to 
complete this important mission. As we continue this work with 
our allies and the Iraqi people to rebuild their country, it is going 
to take a great amount of resources. We have to do everything we 
possibly can to retrieve the money Saddam Hussein stole from the 
Iraqi people and to assist them in reconstruction efforts. 

This money belongs to the Iraqi people. It belongs to them. It 
was never Saddam Hussein’s money to begin with. He stole it from 
them. The assets needs to be found and returned to the people of 
Iraq to build schools, to reopen the businesses, to help resupply the 
hospitals and repair the country’s infrastructure, all of it mali-
ciously destroyed by the tyranny of Saddam Hussein and his inner 
circle. Since the start of our military intervention in Iraq one year 
ago, the United States has led a worldwide hunt for the money 
Saddam Hussein systematically looted from the Iraqi people over 
the last few decades. 

The focus of these efforts has been to retrieve and return 
Saddam’s money that has already been located and frozen. Simul-
taneously, we are searching to uncover new money, accounts and 
front companies that the former dictator and his associates used to 
siphon money out of the country and use it for their own nefarious 
purposes. Last May, this subcommittee held the first congressional 
hearing on efforts to freeze, seize and repatriate assets of the cor-
rupt Saddam Hussein regime. 

Witnesses from the Treasury, State and Defense Departments 
who are leading the search for Saddam’s assets inside Iraq and 
around the world testified before the subcommittee. In that hear-
ing, the subcommittee learned of the complex schemes used by Sad-
dam Hussein’s regime to steal from the Iraqi people, including 
kickbacks, phony front companies, hidden trusts, hidden accounts 
and other accounts in financial institutions with front names 
throughout the world. 

We also examined how our government works with other rel-
evant international agencies, counterparts in foreign governments 
and the financial services industry to identify, seize and repatriate 
the worldwide financial assets of this dictator. 

Given the significance of these issues, the committee requested 
the General Accounting Office to assist Congress in this important 
investigation. This subcommittee will receive an update on the 
GAO efforts today, including how much money has been found and 
transferred to the development fund for Iraq by the United States 
and other foreign countries. We are also very interested in U.S. ef-
forts to locate new accounts and to convince foreign countries to 
freeze and transfer the money back to Iraq. 

Our government has given the United Nations Sanctions Com-
mittee the names of numerous entities and dozens of individuals 
with ties to Saddam Hussein and the corrupt dictator’s regime. As 
we continue to provide evidence to the United Nations, there have 
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been questions about the ability and willingness of countries to use 
and share intelligence information. Foreign entities must 
proactively contribute to these efforts and we need to know what 
can be done to encourage their participation. 

It is their safety. It is our safety. It is the reconstruction of a new 
nation of Iraq that is run by and for the Iraqi people. We expect 
nothing less than the highest level of cooperation from all foreign 
governments and financial institutions. Congress was very clear 
and unwavering in the passage of the Patriot Act. The willingness 
to share cross-border information is a license required to do busi-
ness in America. I am going to repeat that. That is something peo-
ple do not realize about the Patriot Act. We spelled it out in the 
Patriot Act. The willingness to share cross-border information is a 
license required to do business in the United States of America. 

Now, Congress and the American people need to know who is co-
operating and whether any action may be necessary by our govern-
ment or the United Nations. We know the money is out there and 
we plan to find it and we plan to return it to Iraq. We expect for-
eign entities to do the same. 

The subcommittee thanks the witnesses for being here with us 
today. We have key witnesses from Treasury, the State Depart-
ment and in addition, we have representatives from the General 
Accounting Office to discuss the preliminary findings of their inves-
tigation. Congress has an important role to play in making clear 
to countries across the world that the United States will be unre-
lenting in its pursuit of those who finance terror. This sub-
committee is going to continue to place a sharp focus on fulfilling 
this important obligation. 

With that, I turn to my ranking member, Mr. Gutierrez. 
[The prepared statement of Hon. Sue W. Kelly can be found on 

page 30 in the appendix.] 
Mr. GUTIERREZ. Good morning and thank you for calling this 

hearing today, Madam Chair. 
Last May, we held the first congressional hearing on the recovery 

of Saddam’s stolen assets. Subsequently, we requested the GAO in-
vestigate how the U.S. Government works with its foreign counter-
parts and the banking industry to identify and recover the assets 
of dictators. I am pleased that the GAO will present their prelimi-
nary findings and update us on the structures that have been put 
in place to accomplish our goals. 

However, I was very troubled that a number of obstacles were 
originally placed in the path of the GAO. At the end of last year, 
it came to my attention that the Departments of the Treasury and 
State had imposed significant limitations on the GAO’s work. Ap-
parently, the departments have precluded the GAO from traveling 
to key European countries to discuss their practices for identifying, 
seizing and returning foreign regime assets. They were also pre-
cluded from discussing these issues with European embassy offi-
cials in Washington or United Nations officials in New York. Treas-
ury officials indicated that approval for travel to foreign countries 
would not be granted for 4 to 6 months, which would be after the 
report was scheduled to have been completed. 

Additionally, the departments were failing to provide the GAO 
with important documentation that was requested in September 
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2003. Specifically, this included, one, information on other 
countries’s laws and processes for recovering assets; two, official 
diplomatic communications sent to foreign governments related to 
asset recovery efforts; three, documents related to U.S. efforts to 
recovery assets in Afghanistan and the former Yugoslavia; four, 
minutes from the meetings of the Iraqi assets working group; and 
five, updated financial data on the amount of frozen Iraqi assets 
housed in foreign countries and the amounts transferred to the de-
velopment fund for Iraq. 

Apparently, Treasury Department officials have expressed their 
willingness to provide this information, but stated that they were 
receiving direction from the State Department and the White 
House. This is deeply disturbing, not only because the administra-
tion is being less than forthcoming about such an important issue, 
but also raises separation of powers concerns. 

However, over the last several months, I have been informed and 
told that the GAO’s access to information has improved dramati-
cally. That is a good thing. I would hope that this continues and 
that the reasons for these roadblocks have been addressed, and 
that future efforts are not impeded by similar actions. 

I look forward to the testimony of the witnesses and thank the 
Chair for calling the hearing. 

Chairwoman KELLY. Thank you, Mr. Gutierrez. 
Chairman Oxley, thank you for being here. 
Mr. OXLEY. Thank you, Madam Chairwoman. I commend you 

and the subcommittee for undertaking this leadership and commit-
ment to repatriating assets for the people of Iraq. This is our sec-
ond hearing on the issue and our goals are to support the U.S. Gov-
ernment effort and to ensure that it is working as effectively as it 
can to return stolen Iraqi funds. 

The United States has a long and proud history of liberating na-
tions from tyranny and supporting new democracies. An important 
part of supporting the new democracy in Iraq is returning Hus-
sein’s pilfered cash. In today’s hearing, we look forward to testi-
mony from the U.S. Department of the Treasury, the U.S. Depart-
ment of State, and the General Accounting Office regarding our 
progress in this area. 

The behavior of the former Iraqi government officials with re-
spect to the Oil for Food Program displayed complete disregard for 
basic human need and total contempt for the United Nations. 
Iraqis starved while Saddam spirited billions of United Nations 
funds out of Iraq for personal gain. We cannot permit those funds 
to remain frozen in bank accounts throughout the world. 

Some of those funds may also have been invested in companies 
in violation of the United Nations sanctions and occasionally in 
companies created expressly for the purpose of evading United Na-
tions sanctions. Banks and other intermediaries should not be per-
mitted to hold assets indefinitely on their balance sheets without 
returning them to their rightful owners, the people of Iraq. 

Those assets are needed urgently to help rebuild Iraq. Our pur-
pose today is to assess our progress toward that goal. I understand 
that the coalition provisional authority in Iraq, the Iraqi ministries 
and various U.S. Government entities are working hard to ensure 
that funds illegally diverted from Iraq are returned forthwith. 
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Many of these people are civilians placing their lives on the line 
each day in Iraq. I commend their efforts and, together with Vice 
Chairman Kelly, I am working with a CPA and today’s witnesses 
to help ensure the identification, isolation and repatriation of these 
assets. Our commitment to due process creates a number of chal-
lenges in the worldwide financial system. I believe these challenges 
can be met, especially if the different parts of the U.S. government 
can work together collaboratively. 

Much progress has been made on the interagency issue identified 
in last year’s hearing, but I understand more progress is needed. 
Just as we need interagency cooperation, we need international co-
operation. Our representative to the G-7, Secretary Snow, is doing 
everything he can to foster that. Make no mistake, though, without 
President Bush’s commitment, this project never would have been 
undertaken. 

While much remains to be done in returning assets to Iraq, let’s 
not forget that much has been accomplished against great odds. 
Madam Chairlady, if I could point out, when I was in Iraq in No-
vember, and we met with various commanders there, they talked 
about the Commanders Fund. That was money that had been dis-
covered within Iraq that had been stolen by Saddam and his two 
sons. It amounted to some $300 million. 

That money was used very effectively by the commanders in the 
field for helping rebuild schools, rebuild roads, infrastructure and 
the like. When we met with General Odierno up in Kirkuk, he 
made the point, this was right before Thanksgiving in November 
of last year, that they were rapidly going through that $300 million 
and that is of course partly because we needed to do the supple-
mental when we did, to provide that gap. 

At the same time, this effort that you are undertaking with our 
friends at Treasury and State, can really repatriate that money 
where it belongs. So your efforts in this against great odds are 
quite commendable. I think that the progress will start to pick up 
over the next several months as we focus attention on this issue. 
Indeed, if anybody could go to Iraq and see the results of this pro-
gram, which was supposed to be oil for food, and was really oil for 
Saddam and oil for palaces, this is an opportunity to correct that 
wrong in a very meaningful way. 

So again, I commend you for this series of hearings and I yield 
back. 

[The prepared statement of Hon. Michael G. Oxley can be found 
on page 33 in the appendix.] 

Chairwoman KELLY. Thank you very much. 
Mr. Lynch? 
Mr. LYNCH. Thank you, Madam Chair. Thank you, Ranking 

Member Gutierrez, and thank you, Chairman Oxley, for organizing 
this hearing and continuing your good work. 

I want to thank the panel for attending as well, helping the com-
mittee with its work. 

I also traveled to Iraq, although last May shortly after the inva-
sion. I also visited Kirkuk and was with General Odierno not that 
long after he and his forces had actually apprehended friends of the 
family of Saddam Hussein and recovered major amounts of melted-
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down gold and also American currency that was being pilfered from 
the Iraqi people. 

In those days and weeks and actually hours prior to the invasion 
on March 19, we had reports of members of Saddam Hussein’s fam-
ily taking trailer-loads of cash from Iraqi banks and following those 
trucks up into Syria. There is a great need here for us to lower as 
much as possible the cost to the American people of the effort in 
Iraq. Every dollar that we can recover will be one dollar less that 
we do not have to come up with through supplementals and other 
measures in this Congress. 

The particular area that I would like to hear from when we get 
to questioning are surrounding the Oil for Food Program and the 
mismanagement or the administration of that program, and also 
the siphoning off of money for improper purposes. I think there is 
a very focused reason why you are here today, but I do not want 
to ignore the fact that there is a wider purpose here as well. 

For the past two centuries, wars on this earth have basically 
been waged by nations, so it allowed diplomacy to prevent wars. 
Now we have the privatization of war, which is terrorism, and we 
need, if we are going to prevent the gravest dangers to the Amer-
ican people and to freedom-loving people everywhere, we need to 
choke off the funds for this privatization of war against private citi-
zens being conducted by various terrorist organizations all over 
this earth. So it is very, very important, the work that we are doing 
here, even though we are just looking at Saddam Hussein and try-
ing to recover those monies. 

There is a network of money that is being used to fund, as I say, 
the privatization of war against innocent civilians. So we hope that 
we can use some of the progress that is accomplished here in that 
wider effort. 

I yield back. Thank you, Madam Chair. 
Chairwoman KELLY. Thank you. 
Mr. Hensarling? 
Mr. HENSARLING. In the interests of time, Madam Chairman, I 

would just ask unanimous consent that my opening statement be 
entered into the record. 

[The prepared statement of Hon. Jeb Hensarling can be found on 
page 35 in the appendix.] 

Chairwoman KELLY. So moved. 
Without objection, all Members’s opening statements will be 

made part of the record. This is a very busy day on Capitol Hill, 
and Members who do have questions and I am sure have opening 
statements they want to put in the record, so we will make them 
a part of the record. 

Now, we will turn to our first panel. Testifying on the first panel 
are two key witnesses leading the U.S. efforts to recover and return 
Saddam Hussein’s assets to the Iraqi people. The subcommittee 
welcomes back Mr. Juan Zarate, the Deputy Assistant Secretary 
for the Executive Office of Terrorist Financing and Financial 
Crimes at the U.S. Department of the Treasury. That is a very long 
title, sir. 

Last week, the Bush administration announced the creation of a 
new Office of Terrorism and Financial Intelligence at the Treasury 
Department, which will include a new under secretary and two as-

VerDate 0ct 09 2002 10:37 Sep 09, 2004 Jkt 000000 PO 00000 Frm 00012 Fmt 6633 Sfmt 6633 G:\DOCS\95437.TXT FIN1 PsN: MICAH



7

sistant secretaries. Mr. Zarate, I would like to congratulate you on 
your nomination for that position of assistant secretary. The cre-
ation of this new office, coupled with the President’s proposal to in-
crease the budget to help fight terrorist financing and financial 
crime, signals this administration’s commitment to the war on ter-
ror. The committee looks forward to having you back at a later 
time in your new role to discuss this new endeavor. 

Also here today is Mr. Paul E. Simons, Deputy Assistant Sec-
retary for Energy, Sanctions and Commodities at the Bureau of 
Economic and Business Affairs at the U.S. State Department. That 
is a good long title, too, there, but we know what you do. Mr. Si-
mons has launched U.S. police training efforts in post-conflict Iraq 
and Afghanistan. He has also previously served as Deputy Chief of 
Mission at the U.S. embassy in Israel, which involved work on 
Arab-Israeli peace negotiations. 

The subcommittee thanks both of you for your testimony today. 
Without objection, your full written statements will be made part 
of the record. You will be recognized for a 5-minute summary of 
your testimony. The lights in the boxes on the table will indicate 
when you have the time. Green, you have 5 minutes; yellow, you 
have 1 minute left; and red, we would ask you to summarize quick-
ly. 

Thank you very much. We go now to you, Mr. Zarate. 

STATEMENT OF JUAN ZARATE, DEPUTY ASSISTANT SEC-
RETARY FOR THE EXECUTIVE OFFICE OF TERRORIST FI-
NANCING AND FINANCIAL CRIMES, UNITED STATES DE-
PARTMENT OF THE TREASURY 

Mr. ZARATE. Madam Chair, thank you very much and thank you 
for your kind words. I very much appreciate them. 

Chairwoman Kelly, Congressman Gutierrez and distinguished 
members of the Subcommittee on Oversight and Investigations, 
thank you for inviting me to testify today about the U.S. Govern-
ment effort to identify, freeze and recover Iraqi assets worldwide. 
I am pleased to be here this morning with Deputy Assistant Sec-
retary of State Paul Simons, with whom we work closely on this 
and other efforts of global magnitude. 

Madam Chair, this week marks the 1-year anniversary of our 
campaign to free Iraq. In that year, we have liberated the Iraqi 
people, ousted a ruthless tyrant, captured members of the fallen re-
gime, and helped the Iraqi people begin rebuilding their country. 
This is also the anniversary of Secretary Snow’s bold call for the 
world to find, freeze and repatriate to the Iraqi people the assets 
plundered by Saddam Hussein and his regime. I am here today, 
Madam Chair, to report on our significant and steady progress 
since then. 

In this effort, we have found the Hussein regime was as fiendish 
in its thievery as it was terrible in its tyranny. Hussein and his 
cronies abused the good will of the international community to for-
tify and enrich the regime with kickbacks, skimming schemes and 
smuggling operations. While the Iraqi people suffered, Hussein and 
his sons paid for pleasure palaces and armaments. 

We have been on the hunt for Iraqi assets around the world, 
whether official Iraqi assets held in the name of Iraqi entities or 
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the assets looted and hidden by the Hussein regime and their fam-
ily members. Make no doubt, this is a daunting and complicated 
mission, Madam Chair. Even so, on a daily basis through inter-
views, diplomacy, and analysis, we are unmasking the financial 
web used by the regime and returning money to the Iraqi people. 

Allow me to provide a brief snapshot of the success we have seen 
to date. With the cooperation of our allies abroad, we have frozen 
nearly $4.5 billion of Iraqi assets worldwide. This past year, almost 
$2 billion of Iraqi assets has been newly identified and frozen out-
side the U.S. and Iraq. Since last year, the United States, foreign 
countries and the Bank for International Settlements have trans-
ferred back to Iraq over $2.5 billion in frozen Iraqi funds. 

As this chart demonstrates, we have seen increasing transfers 
into the Development Fund for Iraq. To date, approximately $750 
million have been transferred from foreign sources to the DFI. 
Within Iraq, we have seized approximately $1.3 billion in cash and 
valuables, including most of the money stolen from the Central 
Bank of Iraq by Hussein immediately before the war. 

In Iraq and throughout the world, our financial investigators 
have interviewed key detainees as well as bankers, lawyers and ac-
countants who acted as financial facilitators for the regime. These 
efforts have yielded countless leads. Madam Chair, an example of 
this occurred when our agents determined that the former Iraqi 
ambassador to Russia had stolen approximately $4 million in Iraqi 
assets. As a result, that amount has been frozen and we are work-
ing to repatriate it. 

Working closely with the governments of Liechtenstein, Switzer-
land and Jordan, we have secured one of Hussein’s Falcon 50 cor-
porate jets seen in the graphic here. As a result of this collabora-
tion, we are also uncovering a financial network that had been 
used by the Iraqis to move money and people in the heart of Eu-
rope. The Departments of the Treasury and State have provided 
identifying information on over 570 identified Iraqi bank accounts 
to 41 countries for review and follow-up. Madam Chair, we con-
tinue to identify key individuals and entities whose assets should 
be frozen. 

All of these efforts are guided by the strong recognition that this 
mission is critically important for both old and new reasons. Iraqi 
assets must be recovered so that they can be used to pay pen-
sioners, construct schools, equip hospitals, and rebuild Iraq. It is 
equally imperative to recover Iraqi assets to prevent them from 
being used to fund the Iraqi insurgency and to keep them out of 
the hands of terrorists. The United States and the international 
community cannot permit that these assets be used against our 
troops, coalition partners and innocent civilians in Iraq. 

Finally, our successful prosecution of this hunt serves as a strong 
warning to other rogue regimes which might seek to loot their 
countries and hide the stolen assets in the international financial 
system. Our commitment, Madam Chair, to the people of Iraq is 
unwavering. Our efforts to find and return Iraq’s money are criti-
cally important in the transition to a free and prosperous Iraq. 

Thank you, Madam Chair, for this opportunity to testify, for your 
consistent support in these efforts, and for the attention of this 
committee. 
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[The prepared statement of Juan Zarate can be found on page 56 
in the appendix.] 

Chairwoman KELLY. Thank you very much. 
I am happy that you mentioned the fact that kleptocracy was not 

the province of Saddam Hussein alone. 
We go now to Mr. Simons. 

STATEMENT OF PAUL SIMONS, DEPUTY ASSISTANT SEC-
RETARY FOR ENERGY, SANCTIONS AND COMMODITIES, BU-
REAU OF ECONOMIC AND BUSINESS AFFAIRS, UNITED 
STATES DEPARTMENT OF STATE 

Mr. SIMONS. Madam Chair, Congressman Gutierrez, and distin-
guished members of the subcommittee, thank you very much for 
the opportunity to testify this morning on our efforts to recover 
Iraqi assets and to return them to the Development Fund for Iraq. 
I would ask that my full statement be entered into the record and 
I will just make a few very brief opening remarks. 

First, let me associate myself completely with Secretary Zarate’s 
opening statement. We very much have a seamless, cooperative 
and productive interagency process on the Iraq asset issue. I think 
the results speak for themselves: more than $750 million trans-
ferred over the past year into the Development Fund for Iraq from 
international sources, and in our view, good prospects for addi-
tional transfers prior to the June 30 target date for the transfer of 
authority to an Iraqi interim government. 

For our part, the State Department is very much committed at 
the highest levels, both in Washington as well as overseas, to the 
continued recovery of Iraqi assets. We engage on a weekly basis in 
Washington at the assistant secretary and the under secretary 
level on this issue. Our International Organizations Bureau, our 
folks in New York, have been very active in crafting the U.N. reso-
lutions, including Resolution 1483, that has really been the 
linchpin of bringing the international community behind this effort. 

Overseas, I think it is very important to stress that our ambas-
sadors handle this issue as an item of highest priority. Diplomacy 
really has changed after 9-11. We are very much more involved in 
the State Department in working together with the law enforce-
ment community, the intelligence community, the financial commu-
nity, on issues such as terrorist financing, recovering assets, and 
homeland security. This is all part of the new diplomacy and the 
State Department is very much committed to this. 

Juan mentioned that already we have shared information on 
more than 570 accounts with more than 41 countries worldwide in 
the effort to secure the return of Iraqi assets. We have exchanged 
within the past year more than 400 telegrams with our embassies 
in the field. We are in daily E-mail contact with them and it really 
is a tremendous effort. 

Let me also say that there is a great degree of collegiality in the 
interagency process on this issue—all of the key players, Treasury, 
State, Justice, Defense, Homeland Security, and the very brave in-
dividuals that are working out in the CPA, the Coalition Provi-
sional Authority. Our intelligence and law enforcement agencies, 
all are working together in a very collaborative fashion. You men-
tioned, Madam Chair, that I did have the opportunity previously 
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to work on the law enforcement side in Iraq, where we also have 
a strong interagency effort, but this effort I think is particularly 
collegial and effective. 

So we have made tremendous strides in the recovery and the re-
turn of these assets. We still have a long way to go. There are ob-
stacles. I look forward to your questions and perhaps we can have 
a more open dialogue here, as well as in our private session later. 
The U.N. has broken new ground. The notion of asset freezing as 
well as asset transfer is something that is new to a lot of our col-
leagues in the international community; it is a new concept. We are 
bringing them along, but this is a post-9-11, cutting edge idea. But 
we are working with them, we are making a strong effort inside 
the government, interagency, as well as internationally, and we 
look forward to the committee’s support as we move ahead. 

Thank you. 
[The prepared statement of Paul Simons can be found on page 

53 in the appendix.] 
Chairwoman KELLY. I thank you very much. 
I am going to ask a couple of questions. Let me just ask Mr. 

Zarate, what challenges do you face in identifying Iraqi accounts? 
It is reported that Iraqi money is frozen or held in financial entities 
by a number of countries, including France, Germany, Switzerland, 
Luxembourg, Panama, and Russia, among others. Apparently, 
these countries give reasons for not releasing the money by saying 
that they cannot be sure that it belonged to Saddam Hussein’s re-
gime. 

To the extent that it is possible in an open session, can you dis-
cuss which countries have taken this approach, as well as which 
countries have actually cooperated with us in doing what they can 
to get that money released? 

Mr. ZARATE. Madam Chair, if I could, I would like to address 
your first concerns, which are the obstacles that we are seeing. 
Certainly, there are legal complications based on the novelty of this 
effort, both the novelty in terms of freezing and immediately repa-
triating assets to Iraq. There are also complications with respect to 
competing claims and other legal issues related to that. 

One of the challenges and one of the efforts underway in the 
interagency group is to compile information in a way and analyze 
information in way that makes it useful for foreign governments to 
help prod them to take the right decisions on this, to freeze the as-
sets and to repatriate them. As we have said, we have seen very 
good progress to date, increasing progress in terms of transfers to 
the DFI. We expect to see even more progress in the coming weeks. 

That being said, there are challenges. There are countries that 
have to make legal reforms and have to reform the way that they 
look at this issue. There are countries that perhaps have not given 
the attention to this or the political will to this that they should. 
But in general, this is something that we have been pushing at the 
top of our agenda, as Paul indicated. It is a major agenda item for 
our ambassadors around the world. It is certainly top of the agenda 
for Secretary Snow and I know for Secretary Powell as well. 

So we are working on a daily basis with countries around the 
world. Perhaps in the closed session, we can speak more specifi-
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cally about some of the challenges that we are facing and some of 
the countries with whom we are having greater difficulty. 

Chairwoman KELLY. Thank you very much. 
I would like to also ask you, the administration and the Treasury 

Department have been very active in locating individuals and enti-
ties that are not cooperating. I know that. How are we moving for-
ward in our efforts to surface and disable those who support ter-
rorism and seek to undermine the progress in Iraq? How will this 
contribute to our efforts in the war against terror? That is a double 
question. I hope you will answer that, Mr. Zarate. 

Mr. ZARATE. Absolutely, Madam Chair. First, we have been shar-
ing information as freely and as quickly as possible. The unprece-
dented efforts to get account information, as we discussed, to for-
eign governments, frankly, is an unprecedented effort by the intel-
ligence community, the treasury department and the state depart-
ment to enlist our foreign counterparts, to have them act against 
those accounts and to follow up with investigations. 

We are also engaged, Madam Chair, in a process of listing and 
designating known supporters, known family members, known en-
tities who are part of the financial infrastructure of the Hussein re-
gime. Today in fact, Madam Chair, the Treasury Department is an-
nouncing the designation of 16 family members related to the Hus-
sein regime, people who are critical to the financial underpinnings 
and workings of the regime, such as Barzan al-Tikriti and his fam-
ily. Those names are being notified to the U.N. to make that part 
of the mandatory freeze list, if you will, to allow our counterparts 
around the world to freeze those assets and to repatriate them. 

In addition, we are notifying 191 parastatals. These are quasi-
government entities controlled by the Iraqi government which may 
still have accounts worldwide. This announcement today, Madam 
Chair, I think is the first step of the unveiling of our good work 
over this past year, the good, brave work of our investigators in the 
field; the great work of the intelligence community; the good work 
of the military; and the phenomenal diplomatic work of the state 
department. 

Chairwoman KELLY. I thank you. I think that sends a clear mes-
sage to the world that the U.S. and our allies are going to demand 
cooperation from foreign countries and their financial institutions. 
I am very glad to hear you report that today. 

I would like to ask you, Mr. Simons, I think I have a bit more 
time here, I wondered if you would elaborate more on the chal-
lenges faced and the need to coordinate U.S. laws, regulations and 
capabilities with those of other countries. To what extent has State 
compiled information on other countries’s laws and regulations 
about freezing. You mentioned this in your testimony, freezing and 
seizing and releasing the assets, and how that works with the ap-
plicable U.N. resolutions. 

Mr. SIMONS. Thank you, Madam Chair. I think I would like to 
cite three areas that we are working internationally to try to ad-
dress some of the limitations that other countries have in terms of 
both seizing and freezing assets, as well as transferring them. I 
think up front, it is also useful to keep in mind that the U.S. does 
have as a matter of legislation and regulation a very flexible legal 
structure in place. 
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We have the International Emergency Economic Powers Act, 
IEEPA, which forms the basis for our ability in the case in which 
the President declares a national emergency, to provide a very 
flexible kind of a vehicle. This sort of a vehicle is generally speak-
ing not present in the cases of our major allies, both in Europe as 
well as in the developing world. So we are starting off with not ex-
actly a level playing field here. We have a lot more flexibility to 
move up front. 

In terms of getting other countries to move, let me cite three 
areas. First, as Juan mentioned, our aggressive effort to list coun-
tries with the U.N. We discovered in the case of terrorist financing 
where we have a series of U.N. resolutions, that our ability to list 
entities was an extremely important factor in getting other coun-
tries to move along and to get their internal legislative and regu-
latory gears moving. So we are hoping that the designation today 
that Secretary Zarate mentioned will have a catalytic effect in 
terms of galvanizing some movement on the part of countries that 
have not moved. 

Secondly, we have the Financial Action Task Force, which is a 
multilateral body that issues recommendations with respect to 
money laundering and terrorist financing policy to its members and 
to other countries around the world. The Financial Action Task 
Force, or the FATF, has issued 40 recommendations specifically on 
money laundering; and eight recommendations on terrorist financ-
ing. Those specifically cover the issue of asset seizing and asset 
freezing, and basically make it an obligation for countries that are 
members to acquire legal and regulatory regimes that will enable 
them to exercise these functions. We have fairly aggressively used 
a name-and-shame process in the FATF to get countries to come 
into compliance, both with the 40 recommendations, as well as the 
eight recommendations. 

Finally, and this goes back to the time when I worked in nar-
cotics and law enforcement, we have a very active technical assist-
ance program on terrorist financing that was put into place after 
9-11 that also brings countries up to speed; that sends our Depart-
ment of Justice experts out to developing countries to show people 
how to put into place money laundering legislation that incor-
porates asset freezing. So we are doing this on the technical assist-
ance side as well. 

So I think we have a number of areas where we are working ac-
tively. Thank you. 

Chairwoman KELLY. Thank you. 
Mr. Gutierrez? 
Mr. GUTIERREZ. Mr. Zarate, in your testimony you identified $6 

billion in recovered Iraqi assets. What do you think the total 
amount might be? 

Mr. ZARATE. Congressman Gutierrez, one of the conundrums of 
this effort has been trying to understand and get a hold on the full 
universe of assets pilfered by the Hussein regime. Part of the com-
plication results from the Stalinist-like economy that was run by 
Hussein in which the economy was used for his own purposes, used 
for state purposes. In part, that is why we are designating the 
parastatals today to get at those assets that may exist abroad. 
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Part of the efforts today, in fact, Congressman, is to have foreign 
governments help us identify precisely what the universe of assets 
are that exist out there. 

Mr. GUTIERREZ. Do you think you will find another $6 billion? 
Mr. ZARATE. Another $6 billion? 
Mr. GUTIERREZ. Yes. 
Mr. ZARATE. I think it is very hard to say, Congressman. I think 

what we saw in the May 2002 GAO report, which estimated that 
it was $6.6 billion that was skimmed off of the Oil for Food Pro-
gram over about a 4-or 5-year period, I think that is a very good 
estimate. It is helpful, but I do not think it tells the whole story, 
in part because we do not know the total. 

Mr. GUTIERREZ. Do you think you have found most of it? 
Mr. ZARATE. Well, we have found $4.5 billion total in the U.S. 

and worldwide. That has been frozen. We have returned over $2.5 
billion of that to Iraq. As we mentioned, $750 million of that has 
come from foreign sources into the DFI. We expect to find more. 
Yes, Congressman, we think there is more out there. As we indi-
cated, there are front companies that have been used. There are 
agents that were facilitators for the regime. Part of the efforts 
today, frankly, in designating the 16 individuals is to get at their 
assets as well, to make sure that the family members of these high-
level regime members do not have access to funds and that they 
are not in the hands of terrorists. 

Mr. GUTIERREZ. What have we spent so far in rebuilding Iraq? 
Mr. ZARATE. Congressman, I would have to get back to you on 

that. I do not have an exact figure. Certainly, expenditures are 
made out of the DFI, the Development Fund for Iraq. All of the fro-
zen assets that are found around the world are funneled into the 
DFI, as well as proceeds from oil sales. But congressman, I do not 
have the figure in terms of what has been spent. 

Mr. GUTIERREZ. In relationship to the total costs, what we re-
cover will probably be a small relationship of the money in terms 
of rebuilding Iraq. 

Mr. ZARATE. I think that is hard to estimate, Congressman, in 
part because this is an ongoing effort. 

Mr. GUTIERREZ. Maybe you could put what you think, what you 
say we have recovered, what you project we might recover and 
what the total cost is, so that we can gauge what we are doing vis-
a-vis the total we have been looking at. 

Congresswoman Kelly I thought asked a great question about 
who is cooperating and who is not. For some reason or another, you 
were not specific about the countries that were and were not. Let 
me just ask you, is Germany cooperating, and France? I really have 
difficulty asking for the freedom toast every morning here, so I was 
wondering if we could go back. Are they cooperating? 

Mr. ZARATE. Congressman, part of the reason I answered Madam 
Chair the way I did was because I think some of this is fairly sen-
sitive. That is why I suggested we get into greater detail in the 
closed session. Part of the sensitivity, Congressman, deals with the 
fact that this is an ongoing effort. We are in constant discussions 
with these governments, including Germany and France and oth-
ers, Russia. I gave an example of Russian cooperation in my oral 
statement. 
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They are cooperating. Now, there are varying levels of coopera-
tion. There are also varying levels of aptitude and political willing-
ness. I think that is something better left for a closed session. 

Mr. GUTIERREZ. In the beginning, it was stated by members of 
the current administration, especially from Defense, that we would 
be able to rebuild Iraq and that the costs of the war would be mini-
mal to us and to our treasury, both because of recovery of assets 
and more specifically because of the oil that would be there, and 
that would help. That has not turned out to be true, so that is why 
I asked the question so that we can in the end make a final evalua-
tion about what the total costs were. Because as both of you know, 
there are differences in opinion and they are pretty wide and sub-
stantial as to whether we need as a question of national security 
to engage Iraq. 

Afghanistan, not a question, what we needed to do there. I think 
we would all agree that there might be questions of difficulty. I 
think, Madam Chair, that they are doing a great job, and it also 
bodes well since we keep talking about, I get confused when we 
keep kind of the U.N. does not matter, but we keep talking about 
the U.N. So maybe in closed session, we could figure out, does the 
U.N. matter; does it have any relevance anymore; how much does 
it matter. I read in the paper it does not matter, but then every 
time I come to one of these hearings, the name ‘‘U.N.’’ keeps pop-
ping up in terms of getting cooperation from the world community. 

Thank you very much, Madam Chair, for being so generous with 
the time. 

Chairwoman KELLY. Thank you. 
Mr. Garrett? 
Mr. GARRETT. Thank you and good morning. 
I appreciate your testimony. It sounds like a Byzantine process 

and a matrix that you have to deal with as far as tracking down 
these assets. One of the concerns I have had in light of other testi-
mony we have had as far as assets that are right even here at 
home and the possibility for a terrorist or would-be terrorist, those 
that you may not even have on any list today, the ability of them 
to take these funds that are here in this country and to send them 
elsewhere so they cannot be traced anymore. 

I understand that they basically are still able to use our own fi-
nancial institutions, U.S. financial institutions, banks to do that. 
To that end, what measures should be put in place to tighten our 
financial institutions, our banks, as far as who may be using them 
and what identifications may be appropriate as far as a screening 
process for people using our financial institutions in this country. 

Mr. ZARATE. Congressman, you raise a very important issue, and 
again I think this points to the importance of the Patriot Act and 
the work of the Congress in putting in place a vigorous Title III 
element of the Patriot Act, which gave us greater powers with re-
spect to sharing information, but also with respect to tightening of 
the safeguards within the financial system. 

We have an open economy, an open financial system, so there is 
always the danger that criminals, terrorists or others, will misuse 
that system to raise money, to move money, et cetera. What our 
challenge is, is to create efficient and effective gateways, if you will, 
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to the financial system that allows us to capture at the outset or 
during transactions nefarious activities. 

Mr. GARRETT. May I suggest, then that if we wanted to apply an 
appropriate gateway, that gateway would be such that you would 
require some sort of documentation for an individual to open up an 
account, and that documentation would be an official documenta-
tion issued from this country and not from some other country. 

It is my understanding that Treasury is in support of allowing 
an individual, an illegal immigrant, an alien, a would-be terrorist 
who is in this country illegally and has no other documentation 
from this country or another country, but would be allowed to use 
documentation such as a matricula card from his country to open 
up a bank account. Why would be want to allow illegal immigrants 
and would-be terrorists to use that sort of documentation and not 
some sort of official U.S. documentation? 

Mr. ZARATE. Congressman, under Section 326 of the Patriot Act 
where we set out relevant regulations for the documents that are 
required for account openings, we have applied a risk-based ap-
proach that in large part relies on the financial institutions to do 
proper due diligence and to engage in proper identification of the 
accountholders, and to engage in know-your-customer principles 
and practices that are expected of a financial institution. 

We work very closely with them to look at precisely what types 
of identifications are appropriate. In the regulation, we leave open 
to them the ability to balance, to see what identification is appro-
priate. 

Mr. GARRETT. Is it true, then, if I was to go to my local bank and 
my banker knows me for 40 years, that they would still require 
some sort of identification from me to open that account, but if 
someone else came into that bank for the very first time and pre-
sented to them a matricula card from another consulate, that they 
would be required to open up an account with them. 

The second question is, who would be in this country that would 
not have some form of either American identification such as Amer-
ican citizen, or a legal immigrant into this country. Who other than 
those individuals would be needing to use a foreign documentation 
such as that? 

Mr. ZARATE. To answer your first question, Congressman, it 
would not be a requirement that the bank actually open an ac-
count. It would be incumbent upon the bank to ensure themselves 
that the identity presented by the individual hoping to open an ac-
count is in fact the identity of the individual. So in many instances, 
to use your example, I would imagine that a bank would require 
a second form of identification or would require references or would 
engage in other due diligence in order to assuage themselves that 
the person is who they say they are. 

So the first is really a calculus for the financial institutions. On 
that point, I would like to mention that the administration is un-
dertaking, along with the Departments of Justice and Homeland 
Security, to look at what forms of identification are more suscep-
tible to fraud or fraudulent reproduction. Driver’s licenses, for ex-
ample, are often counterfeited, and there are problems there as 
well. So that is an important issue. 
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On your second point, Congressman, I think it bears mentioning, 
and this is a point that we have raised internationally as we have 
tried to broaden and deepen the regulatory expanse of government 
oversight and transparency, it behooves us to have people in the 
financial system and using the formal financial system. It actually 
becomes easier to track financial flows. It becomes easier to track 
individuals if they are actually engaging in financial transactions 
in the formal system. 

It is much more difficult when you are dealing with underground 
banking systems, hawalla systems, et cetera, when expatriate 
workers are trying to transfer money back home and there are no 
records or very little records to speak of. So in a sense, having a 
system that allows for the potential for people who are living in the 
country, making money in the country, to access the formal finan-
cial system is actually a helpful enforcement tool. 

Mr. GARRETT. So is the answer to your second question, my sec-
ond point of who would be in this country other than illegal immi-
grants using this indication might be would-be terrorists? 

Mr. ZARATE. I think you are asking me to speculate. 
Chairwoman KELLY. Mr. Zarate, you may answer that question 

briefly. Mr. Garrett is actually out of time and this subcommittee 
is aware of the issues that Mr. Garrett raises and will address 
them in a subcommittee oversight of agencies, which actually we 
have these things on the schedule. So we can talk about that, but 
please go ahead. 

Mr. ZARATE. I will not speculate as to who potentially is using 
the matriculas. It would obviously be individuals from that country 
who are living and making money in this country and who would 
want to use that identification to conduct legitimate transactions. 

Chairwoman KELLY. Thank you. 
Mr. Inslee? 
Mr. INSLEE. Thank you. 
I assume that just about at the same time the war started in 

Iraq that your agency swung into action right away to try to chase 
down any of Saddam’s assets. Is that a fair statement, pretty close 
to contemporaneous with starting the war? 

Mr. ZARATE. That is right. The announcement from Secretary 
Snow launching this campaign was immediately coincident with 
the commencement of actions in Iraq. 

Mr. INSLEE. I certainly appreciate that. The question arises, if we 
did that in Iraq, why after September 11, 2 days after September 
11, did this administration allow a privately chartered 737 to fly 
around America picking up Saudi Arabian citizens, including blood 
relatives of Osama bin Laden, and fly the out of the United States 
back to Saudi Arabia, without undergoing a close comprehensive 
scrutiny to determine whether or not they had any relationship to 
the assets of al Qaeda, as has been widely reported. 

If you can shed light on whether in fact that is accurate or not, 
that would be appreciated. If you can explain why the U.S. Govern-
ment did that, at the same time it was grounding all the airplanes 
in America so my constituents could not get home from their busi-
ness trips, it allowed Saudi Arabians, the country that had 15 out 
of 19 members on the planes that crashed into the towers, were 
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from Saudi Arabia, and flew them out of the country without really 
scrutinizing the situation for assets. 

Mr. SIMONS. Congressman, I do not know that I can give you a 
detailed answer to that question. I can say, and I think I could 
speak on behalf of my Treasury associates as well, that those of us 
that were involved with the issue of terrorist financing in the wake 
of 9-11 moved very quickly. We had an executive order that was 
in place within the first several weeks after 9-11, and the first com-
prehensive effort to identify and to freeze the assets of terrorist fin-
anciers was put into place in very rapid fashion. 

Subsequently, we sought and obtained U.N. blessing for this and 
we went international. So on the issue of seizing and freezing ter-
rorist financing assets, I think the record of the administration 
post-9-11 was a very strong one. 

Mr. INSLEE. I appreciate that. Could you shed light on whether 
or not the facts I set forth are accurate or not? Did that happen? 

Mr. SIMONS. I do not have the information on that. I will have 
to get back to you with an answer on that question. 

Mr. INSLEE. I would very much appreciate it because as far as 
I can tell, we have not received information from the administra-
tion. So if you can favor me with a letter specifically stating wheth-
er those things happened or not, and explaining why this adminis-
tration would allow an airplane to pick up Osama bin Laden’s rel-
atives to fly them out of the United States of America 2 days after 
9-11, at the same time they are grounding every other civilian air-
craft in America, without finding out if they had some of al Qaeda’s 
cash with them, if you could explain to me a justification why this 
administration let that happen, I would be very appreciative. And 
I will provide you my address. 

The second question I have, could you gentleman, in summary 
form, this is an approximation, could you tell me the approximate 
number of people that are involved in this tracing of Iraqi assets 
now, just in your respective, and then these are ballpark figures. 

Mr. ZARATE. Congressman, that is a hard number to give you, in 
part because on a daily basis you have——

Mr. INSLEE. Can you give me just ballpark, within a factor of 
three? 

Mr. ZARATE. I would say, at least within Treasury, we have cer-
tainly our investigators on the ground from the criminal investiga-
tion division at IRS, five of whom will be on the ground as of April; 
we have four on the ground now. They work very closely with FBI 
counterparts and department of defense officials. Those numbers 
are very difficult, at least for me to provide. We also have officials 
in the Coalition Provisional Authority who are advising the min-
istries and also working on these issues. There is one particular in-
dividual from treasury who is focused on this issue and the State 
Department has some individuals as well. 

Then back here at main Treasury, we have a fluctuation of about 
I would say from five to ten experts at any time dealing with this 
issue, as well as people at main headquarters at IRS, as well as 
people at OFAC and FinCEN. So it is hard to give you an exact 
number because on a daily basis, depending on the issues, the 
issues revolving around this are so complicated and varied it really 
depends. 

VerDate 0ct 09 2002 10:37 Sep 09, 2004 Jkt 000000 PO 00000 Frm 00023 Fmt 6633 Sfmt 6633 G:\DOCS\95437.TXT FIN1 PsN: MICAH



18

Mr. INSLEE. I am sorry. Mr. Simons? 
Mr. SIMONS. Yes, from the perspective of the State Department, 

we have at any time from about five to ten officials in the building 
working the issue. At each of our embassies, we have identified 
since 9-11 a terrorist finance coordinating officer who has under-
gone training in Washington and who is working not only terrorist 
financing issues, but also these Iraqi assest issues. We have a point 
person at every one of our embassies around the world that is fol-
lowing up on the leads. 

I would also like to note, if I could, Mr. Congressman, that the 
leads that are being generated by the Treasury, IRS folks in the 
field, working in Iraq, are truly unique. We have never had this 
kind of effort before. Our ability to take that information, to route 
it through Washington and to get it back out to the field again is 
something that is very unique. When we talk about lessons 
learned, I think it is something that we might try to see if we can 
do again in the future. 

Chairwoman KELLY. Thank you very much, Mr. Inslee. 
I really want to thank this panel. There may be questions that 

will be coming from other members. I want to first of all ex-
plain——

Mr. INSLEE. Madam Chair? 
Chairwoman KELLY. I am sorry? 
Mr. INSLEE. Could I ask you your indulgence? I do not know if 

we could have a possibility of——
Chairwoman KELLY. Mr. Inslee, I am really sorry, but there will 

be a closed briefing after this meeting. If you have further ques-
tions, perhaps you can ask them in that closed session. 

Mr. INSLEE. Thank you. 
Chairwoman KELLY. I want to thank this panel very much. Mr. 

Zarate, I want to congratulate you on the designation of the 16 
family names, as well as the 191 quasi-government entities that 
you have designated to the United Nations to be added to the list 
that requires the members’s countries to block and transfer any 
stolen Iraqi assets that are found outside of Iraq. That is very sig-
nificant and that is hard work. It represents, I am sure, a great 
many hours in the back rooms looking at very unattractive books. 

So I really do congratulate you on that. And I congratulate the 
panel and I note that some members may have additional ques-
tions for this panel, which they may wish to submit in writing. Mr. 
Inslee, you may wish to take that route as well. Without objection, 
though, the hearing record will remain open for 30 days for the 
members to submit written questions to these witnesses and to 
place their responses in the record. 

I thank you very much. Now, we will call the second panel. 
Mr. Ose, I am sorry. I have just dismissed this panel. 
Mr. OSE. I have a question for Mr. Zarate. 
Chairwoman KELLY. All right. With unanimous consent, we will 

bend the rules and allow you one question with one quick answer, 
because I have dismissed this panel and actually we are going to 
have a private session after this, and you may ask your questions 
there. But with unanimous consent, I will do that, for one question. 

Mr. OSE. I thank the Chair. 
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Mr. Zarate, in the early 1990s, certain Iraqi assets were frozen 
in banks, something on the tune of $1.2 billion. I am curious as to 
the rates of return that were paid on those assets subsequent to 
their freezing in terms of whether or not they adhered to what is 
called a commercially reasonable basis. I would be happy to take 
my answer in writing if it pleases the chair in order to expedite 
matters. 

Mr. ZARATE. Congressman, we will provide a written response 
which will provide a full accounting. But to give you a very quick 
answer, you are correct that in the early 1990s, $1.261 billion was 
frozen in the U.S. with respect to Iraqi assets. As of today, the fig-
ure of $2.112 billion dollars has been frozen. As we have indicated, 
approximately $1.932 billion of that amount has been vested and 
transferred back to Iraq. 

So the differential between the $1.26 billion and the $2.112 bil-
lion represents in part the interest accrued. Given the varied na-
ture of the accounts, given one of the loan elements to the U.N., 
it presents a complication in the figure. We feel that most banks 
applied a commercially reasonable rate. If you actually worked out 
the numbers, assuming some of these things, it works out to about 
4 percent as to the rate that was applied. 

Mr. OSE. By institution, are you able to break it out in terms of 
what was frozen and what the rate of returns were being paid? 

Mr. ZARATE. Yes, we are. That is commercially sensitive informa-
tion and the rates varied depending on the type of account, as well 
as the amounts. In the instance where we found that banks either 
did not apply an interest rate that was appropriate, we have gone 
back to those banks and ameliorated that problem. 

Mr. OSE. Madam Chair, I would be happy to submit my question 
for further expansion by Mr. Zarate in writing. 

Chairwoman KELLY. Thank you. 
Mr. OSE. I thank the Chair. 
Chairwoman KELLY. In the interests of fairness, since Mr. Ose 

has had a turn, I am going to beg this panel’s indulgence and re-
turn to Mr. Inslee for his final question. 

Mr. INSLEE. Thank you, Madam Chair. That is an act of great 
graciousness. Thank you very much. I appreciate it. 

Some of us feel that the greater threat at the time the war start-
ed in Iraq, to the lives of our constituents, was actually al Qaeda, 
the group that killed thousands of Americans on September 11. If 
the will of the policymakers at that time had been to continue to 
focus on stopping al Qaeda from killing Americans, rather than to 
shift and shift resources into the war in Iraq, would the people that 
you just identified, each you talked about a certain number of peo-
ple who are now chasing Iraqi assets instead of al Qaeda assets, 
would those resources have been available to chase al Qaeda as-
sets, the group that struck us on September 11? The ones that are 
now chasing Iraqi assets? 

Mr. ZARATE. Congressman, this administration, the Treasury De-
partment and I know the State Department, has never lost its 
focus on the battle against al Qaeda and other terrorist groups. 
Our campaign to freeze assets and to seize assets related to al 
Qaeda is unabated. In fact, today we are announcing the designa-
tion of 10 individuals that are part of an Italian cell submitted to 
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the U.N. by the Italians. This is an ongoing effort. We now have 
designated 361 individuals and entities, frozen or seized approxi-
mately $200 million in terrorist-related assets, continue to work 
closely on a bilateral basis and multilaterally with our partners 
abroad to address the al Qaeda issue. 

So my answer is that all the relevant resources are being applied 
to the hunt for al Qaeda’s finances, and on a daily basis we are un-
covering those leads as well and taking appropriate actions to deal 
with them. 

Chairwoman KELLY. Thank you very much. 
Mr. INSLEE. Thank you. 
Chairwoman KELLY. I again will thank the panel very much for 

their indulgence on this, and I look forward to our having a closed 
session with both of you. With that, you are dismissed with our 
great thanks. 

On our second panel, the subcommittee will hear from two wit-
nesses from the General Accounting Office as a follow-up to a re-
quest that the committee made to the agency last May. With us 
from the General Accounting Office is Mr. Joseph Christoff, the Di-
rector of International Affairs and Trade, and Ms. D’Agostino, the 
Director of GAO’s Financial Markets and Community Investment. 

Mr. Christoff spearheads the GAO’s work related to the U.S. 
agencies responsible for nonproliferation, export control and inter-
national security issues, as well as issues related to the United Na-
tions and multilateral institutions. Ms. D’Agostino directs the 
GAO’s work on a number of issues including anti-money laundering 
programs, the SEC’s technology and security oversight of the mar-
kets. Prior to this position, she led and managed GAO reviews of 
counterterrorism and government-wide terrorism initiatives and 
defense, trade and technology transfer issues. 

Without objection, your full written statements will be made part 
of the record. You will each be recognized for a 5-minute summary 
of your testimony. We will begin with you, Mr. Christoff. 

STATEMENT OF JOSEPH A. CHRISTOFF, DIRECTOR OF INTER-
NATIONAL AFFAIRS AND TRADE, UNITED STATE GENERAL 
ACCOUNTING OFFICE 

Mr. CHRISTOFF. Madam Chairwoman, members of the sub-
committee, thank you for inviting GAO to this important hearing. 

Last year, you asked GAO to examine how the United States 
works with other nations to recover the assets of foreign regimes. 
Today, I will present our preliminary observations on U.S. efforts 
in Iraq. First, I will update GAO’s previous estimate of the illegal 
revenues the former regime acquired through the Oil for Food Pro-
gram. Next, I will describe the efforts of U.S. agencies to recover 
Iraqi assets. Finally, I will provide some observations on the chal-
lenges that the United States faces in recovering these assets. 

Let me first begin with the Oil for Food Program. Under U.N. 
sanctions, the former Iraqi regime was allowed to sell oil to pur-
chase food and other humanitarian goods. From 1997 to 2002, the 
United Nations controlled over $67 billion in Iraqi oil revenues. 
However, the sanctions did not prevent Iraq from acquiring billions 
in illegal revenues from these proceeds. Oil was smuggled through 
Syria, Jordan and the Persian Gulf. The government levied sur-
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charges of up to 50 cents a barrel against oil purchasers. It ex-
tracted commissions of 5 to 10 percent against commodity sup-
pliers. Based on this information, we estimate that the former re-
gime acquired $10.1 billion in illegal revenues. 

I would now like to describe the efforts the U.S. has made to re-
cover the regime’s assets. Led by the Departments of the Treasury 
and State, more than 20 government entities are working to locate, 
freeze and transfer the former regime’s assets to Iraq. The United 
States created a new interagency coordinating body called the Iraqi 
Assets Working Group. This group is responsible for exploiting fi-
nancial documents in Iraq and engaging the financial community 
in the hunt for illicit assets. 

In addition, the United States has used recently developed do-
mestic and international authorities to recover assets. Provisions in 
IEEPA and the Patriot Act allowed the Treasury Department to 
confiscate and vest Iraqi assets. U.N. Security Council Resolution 
1483 required all members to immediately transfer the regime’s as-
sets to the Development Fund for Iraq. 

Now, the results of those efforts. Let me caution that we have 
yet to review the reliability of the data that has been provided us 
by the Department of the Treasury and the Coalition Provisional 
Authority. First, in March 2003, the U.S. Government took control 
of or vested $1.9 billion in Iraqi assets held in the United States. 
This process moved quickly because the United States had in place 
the necessary legal authorities to vest and transfer the Iraqi assets. 
The CPA has spent the vested assets on salaries for former Iraqi 
military personnel, civil servants and pensioners, and to pay for 
the operations of Iraqi ministries. 

Second, coalition forces and investigators quickly seized over 
$900 million in Iraq between April and May 2003. These assets in-
cluded hard currency, gold and jewelry. The CPA has used $752 
million of these assets to fund reconstruction projects and to pur-
chase liquefied petroleum gas. 

Third, other countries froze $3.7 billion of Iraqi assets in compli-
ance with U.N. Security Council resolutions. As of March 2004, 
over 10 countries had transferred $751 million to the DFI. Finally, 
little progress has been made in identifying and recovering assets 
hidden worldwide. While the total amount accumulated by the 
former Iraqi regime is unknown, estimates range from $10 billion 
to $40 billion. 

The United States faces several challenges in its efforts to re-
cover Iraq’s assets. First, recovering the former regime’s assets ini-
tially was not a high priority in the overall U.S. effort in Iraq. By 
September 2003, as the need for additional resources to rebuild 
Iraq became apparent, the United States placed a higher priority 
on recovering the former regime’s assets. 

Second, U.S. expectations for the quick transfer of funds may 
have been overly optimistic given the legal capabilities of some 
countries. U.S. officials believed that the U.N. resolutions would re-
quire other countries to quickly transfer Iraqi assets. However, 
many countries needed to adopt legislation to implement the U.N. 
requirements. 

Furthermore, U.S. officials assumed that frozen assets were im-
mune from new claims. However, some countries have delayed 
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transferring assets until all claims are settled. Finally, the transfer 
of sovereignty to an interim Iraqi government could complicate 
U.S. efforts to recover the regime’s assets. The transitional govern-
ment has yet to conclude agreements on the activities of the multi-
national force, which may include rights to continue to interview 
Iraqi officials and exploit financial documents. 

Madam Chairwoman, that completes my statement. Ms. 
D’Agostino and I would be happy to answer your questions. 

[The prepared statement of Joseph A. Christoff and Davi M. 
D’Agostino can be found on page 37 in the appendix.] 

Chairwoman KELLY. Thank you very much. 
Ms. D’Agostino, I am sorry. 

STATEMENT OF DAVI D’AGOSTINO, DIRECTOR OF FINANCIAL 
MARKETS AND COMMUNITY INVESTMENT, UNITED STATES 
GENERAL ACCOUNTING OFFICE 

Ms. D’AGOSTINO. That was our joint statement. 
Chairwoman KELLY. Yes, Mr. Christoff said that was your state-

ment as well. Is that correct? 
Ms. D’AGOSTINO. Yes. We worked on this together. 
Chairwoman KELLY. All right. 
The committee heard testimony last year that the most effective 

way to recover nongovernment assets, that is to say the plundered 
assets that are converted to personal use, but held outside the 
plundered country, might be private lawyers acting on behalf of a 
country pursuing civil remedies, and not necessarily a government-
led criminal effort. Do you have an opinion on that effort? It was 
carried on a trial basis for the U.N. to recover plundered Nigerian 
assets and I would be interested in what your feelings are, whether 
or not you think that might be more effective or as effective, or is 
it good to have the two things running in conjunction with each 
other? 

Mr. CHRISTOFF. Madam Chairwoman, we have not looked into 
that particular option. Certainly, I would say that all options are 
important in trying to recover assets, whether it is an option work-
ing directly with the countries on an official basis, or even working 
with financial institutions to try to get the assets back. 

Chairwoman KELLY. I think maybe we should explore that a bit, 
if you are willing to do that. Would you mind looking into that and 
getting back to us and talking with us about it? It might be some-
thing that would point up places where we can amplify private ef-
forts that are going on out there. 

Ms. D’Agostino, did you have something you wanted to say on 
that? 

Ms. D’AGOSTINO. I am aware that we have interviewed a few of 
the private sector entities that have been involved in hunting as-
sets for remuneration. We have information about their views, but 
we have not formed any position of our own with respect to that. 

Mr. CHRISTOFF. Let’s add it to our list. We are completing our 
work for you by May, so we will do that. 

Chairwoman KELLY. If you would add that to your list, I would 
appreciate it. 

It is an accepted fact now that the Saddam Hussein regime was 
demanding kickbacks and deliberately mis-pricing oil sales and 
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really manipulated the Oil for Food Program by engaging in a lot 
of illegal sales of oil. Can you tell me what efforts were made, if 
any, by the United Nations to make sure that the oil for food sales 
contracts were actually properly priced and that there were no 
bribes and kickbacks? What did the U.N. do about that? 

Mr. CHRISTOFF. Let’s perhaps put some perspective on what the 
United Nations was required to do. The contracts that we are talk-
ing about that involved commissions, that involved kickbacks, were 
contracts that under the U.N. Oil for Food Program, the Iraqi gov-
ernment was allowed to negotiate directly with the purchasers and 
with the suppliers of the commodities. So any types of kickbacks 
or commissions obviously would not have been listed in the specific 
contracts. 

We do know that those type of kickbacks occurred because fool-
ishly some of the contracts had line items that said ‘‘after sale serv-
ice charges,’’ which were in effect kickbacks. Any information that 
the Oil for Food Program might have had about some of these prob-
lems was referred to the United Nations Sanctions Committee. 
That Sanctions Committee is made up of the same members as the 
Security Council. So according to the U.N., it was incumbent upon 
the Sanctions Committee to take any action on allegations of kick-
backs or commissions that they may have uncovered. 

Chairwoman KELLY. And they did not, is that correct? 
Mr. CHRISTOFF. One interesting point is that some of the smug-

gling that occurred, for example to Jordan, the sanctions committee 
noted the occurrence of the smuggling, but nothing was done be-
yond that. 

Chairwoman KELLY. What about other countries in this regard? 
What have any other countries done to report, to stop the kick-
backs that were going on, the bribes, the kickbacks, the money ma-
nipulation? Have you uncovered any attempt by countries to try to 
stop this or report it or do anything to stop Saddam Hussein from 
that sort of evil behavior? 

Mr. CHRISTOFF. It was a bit of a double-edged sword because 
many of those countries obviously were the recipients of the con-
tracts; the key countries that received the majority of the contracts 
were the United States, Russia and France. So I do not think we 
have any specific information about which of the countries on the 
Security Council did report information. We do know that the 
United States and Great Britain were the countries that placed the 
greatest number of holds on contracts. The U.S. placed about $5 
billion of holds on contracts, mostly concerned about the possibility 
of dual-use goods being part of those contracts. 

Chairwoman KELLY. Were there any holds placed by Russia? 
Mr. CHRISTOFF. No. 
Chairwoman KELLY. No holds placed by France or Germany? 
Mr. CHRISTOFF. None that I am aware of. Again, 90 percent were 

U.S. The remainders I believe were British. 
Chairwoman KELLY. Thank you. 
I am going to turn now to Ms. Maloney. 
Mrs. MALONEY. Thank you, Chairwoman Kelly. Actually, one of 

our bills is on the floor right now on regulatory relief, where we 
worked on the business interest accounts. I am going to go down 
there shortly on that. 
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But I want to thank you for holding this hearing. I am deeply 
disturbed by the scandal in the papers involving bribes to U.N. offi-
cials involved in the Oil for Food Program with Saddam Hussein. 
But my question to GAO is, are you getting all the access you need 
to information? Are the Departments of the Treasury and State co-
operating with you? Are they imposing limits on your ability to 
complete this study? Do you have access to everything you need to 
do a good study? 

Ms. D’AGOSTINO. Representative Maloney, we have been working 
very closely with the Departments of the Treasury and State to get 
all the information that we need. We have recently over the past 
several weeks achieved accommodation with the departments and 
are going to continue to try to obtain some follow-on information 
after the hearing so that we can finalize our report to you, hope-
fully by the end of May. 

Mrs. MALONEY. So you do have access to all the information you 
need. 

Ms. D’AGOSTINO. So far, we believe that we are getting the access 
that we need. 

Mr. CHRISTOFF. I am really happy with the cooperation that we 
got over the past two weeks, and I want that to continue until our 
report is issued in May. That is an expectation that I hope we all 
have. 

Mrs. MALONEY. There was an article yesterday in one of the pa-
pers about Saddam Hussein accounts in Jordan, and that they 
were not cooperating in telling our government or anyone who was 
making withdrawals from those accounts. Are you familiar with 
that allegation, with that story? Are you familiar with trying to get 
information on these Jordanian accounts? Have they cooperated? 
The paper said they are not cooperating. Can you comment on this? 

Mr. CHRISTOFF. I am familiar with it, but I think the information 
that you will get will be in the closed-door session. 

Mrs. MALONEY. Okay. Thank you. 
Do you have any idea of the scope of the amount of money in-

volved in these bribes that were reported in the Oil for Food Pro-
gram? 

Mr. CHRISTOFF. Sure. The estimate that we just updated, 2 years 
ago we said there was $6.6 billion; it is now $10.1 billion. It is bro-
ken down into two parts; about $4.4 billion of that total amount is 
related to what is referred to as surcharges, commissions, in effect, 
kickbacks, that were imposed on purchasers or asked from sup-
pliers. The remaining amount, the $5.7 billion, was the smuggling 
that went through the Persian Gulf, Jordan, Syria, and Turkey. 

Mrs. MALONEY. Do you believe that money from Saddam Hussein 
that he took from the Oil for Food Program is going to insurgents 
who target U.S. troops in Iraq today? 

Mr. CHRISTOFF. No, I do not. 
Mrs. MALONEY. You do not. You do not. 
I look forward to the closed-door session and the Jordanian ac-

counts. 
Thank you. 
Chairwoman KELLY. Thank you, Ms. Maloney. 
Mr. Ose? 
Mr. OSE. Thank you, Madam Chair. 
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I want to go back over a couple of things to make sure I under-
stand correctly. It is GAO’s conclusions that about $10.1 billion in 
oil sale revenue was skimmed off the top. 

Mr. CHRISTOFF. $10.1 billion that was either skimmed or it was 
the result of illegal smuggling of oil. 

Mr. OSE. Okay. More accurately, $4.4 billion of skimming and 
$5.7 billion of smuggling. 

Mr. CHRISTOFF. Correct. 
Mr. OSE. And that is comprised based on surcharges of up to 50 

cents per barrel or commissions ranging from 5 percent to 10 per-
cent in the form of surcharges and the like. 

Mr. CHRISTOFF. Right. In our analysis, actually, we used 25 cents 
per barrel, trying to be a bit more conservative. 

Mr. OSE. Okay. You highlighted Syria, Jordan and generically 
the Persian Gulf as the source or the end-countries for this oil. 

Mr. CHRISTOFF. Smuggling. 
Mr. OSE. For the smuggling portion of that. 
Mr. CHRISTOFF. Correct. 
Mr. OSE. Were there countries beyond Syria, Jordan or the Per-

sian Gulf to which this oil was sent? 
Mr. CHRISTOFF. The oil ultimately ended up in the international 

market. The conduits for actually getting it out of Iraq were 
through pipeline via Syria; truck over towards Jordan and Turkey; 
and then through the Persian Gulf by ship. 

Mr. OSE. Okay. GAO’s position, then, is that the conduits for the 
oil departing Iraq were Syria, Jordan and Persian Gulf. 

Mr. CHRISTOFF. Correct. 
Mr. OSE. And the end-users, do you have any evidence as to who 

the end-users of this oil, other than just the generic international 
markets? 

Mr. CHRISTOFF. No, not the smuggled. 
Mr. OSE. Okay. Do you have any evidence as to the payola on 

the $4.4 billion worth of revenue that is estimated to be in the form 
of surcharges or commissions? 

Mr. CHRISTOFF. The United Nations has all of the contracts. At 
the end of March, there were over 6,000 contracts that were pend-
ing. All of this information has been turned over the Coalition Pro-
visional Authority, so that will list all of the pending contracts in 
terms of the purchasers, as well as the suppliers of commodities; 
who they were; which countries they were coming from; and the 
total amounts. 

Mr. OSE. Some of the press reports I have read indicate that cer-
tain individuals who are actually associated or affiliated directly 
with the United Nations in one form or another were the bene-
ficiaries, either directly or by virtue of relationships with corporate 
entities of having received some of these oil shipments. Does GAO 
have any such information? 

Mr. CHRISTOFF. No. 
Mr. OSE. You also talked a little bit about holds on contracts. Ms. 

Kelly touched on this. I just want to make sure I go back on this. 
There were any number of countries with whom there were con-
tracts for provision of service to the Hussein regime in Iraq; the 
United States, Germany, France, Russia. Were there others? 

Mr. CHRISTOFF. Your question again? 
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Mr. OSE. You talked earlier about holds on contracts. 
Mr. CHRISTOFF. Correct. 
Mr. OSE. And that the United States had placed holds on up to 

$5 billion worth of contracts. 
Mr. CHRISTOFF. Correct. 
Mr. OSE. Your earlier testimony was, in answer to Ms. Kelly’s 

question, was that no holds had been placed on any contracts that 
you were aware of from Russia, France or Germany. 

Mr. CHRISTOFF. We will certainly go back and check on that. Two 
years ago when we did this work, 90 percent of the holds were 
U.S.; the remainder were British. 

Mr. OSE. Okay. In terms of the accounts into which money from 
the sale of oil under the Oil for Food Program occurred, the funds 
were placed in custodial accounts in U.S. banks or other banks? 

Mr. CHRISTOFF. A U.N. escrow account held in Paris. 
Mr. OSE. What bank in Paris controlled the funds? 
Mr. CHRISTOFF. The Bank National de Paris. 
Mr. OSE. Paribas? 
Mr. CHRISTOFF. Yes. 
Mr. OSE. Okay. Do you have any information as to what sort of 

fees or assessments or rates of return were paid on the monies de-
posited into that account? 

Mr. CHRISTOFF. I do not know. As part of the Oil for Food Pro-
gram, however, the United Nations was given approximately 3 per-
cent of the total oil proceeds that would be for their administrative 
expenses to administer the Oil for Food Program. 

Mr. OSE. My question is, in their custodial nature, the U.N. was 
acting as an escrow or a fiduciary and they were placing funds into 
BNP Paribas in Paris. 

Mr. CHRISTOFF. Right. 
Mr. OSE. Was that an interest-bearing account? 
Mr. CHRISTOFF. I do not know. We can check on that. 
Mr. OSE. I see my time has expired. Thank you. 
Chairwoman KELLY. Thank you. That was an interesting line of 

questioning and I hope we can get some answers. 
It just kind of blew me away there when you said 3 percent of 

the Oil for Food Program monies were siphoned off by the United 
Nations? 

Mr. CHRISTOFF. No, no, no. Not siphoned off. 
[Laughter.] 
Chairwoman KELLY. Let me understand this. 
Mr. CHRISTOFF. Yes, please. That was part of the arrangement 

in establishing the Oil for Food Program, to administer the pro-
gram as part of the agreement, 72 percent of the oil sales went to 
Iraq to be used for purchases; 3 percent was overhead to allow the 
United Nations to administer the program; and 25 percent was re-
turned to Kuwait as part of war reparations. 

Chairwoman KELLY. Thank you. I appreciate that clarity. I also 
appreciate the very direct manner in which you have answered our 
questions with facts. It is refreshing to have someone here that 
does not dissemble; that just says what it is. I appreciate that. 

The Chair notes that some members may have additional ques-
tions for this panel, which they may wish to submit in writing. So 
without objection, the hearing record will remain open for 30 days 
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for the members to submit written questions to these witnesses 
and to place their responses in the record. 

Mr. OSE. Madam Chair, if I may? I want to follow up on the line 
of questioning you just brought up for a moment. 

Chairwoman KELLY. Could you do that please in the closed ses-
sion? 

Mr. OSE. Certainly. 
Chairwoman KELLY. Thank you. 
This hearing is adjourned. 
[Whereupon, at 11:39 p.m., the subcommittee was adjourned.] 
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