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I V'·;i:·st Report of thl Secretary-General pursuant to paragraph 

6 of n·esolution 1956 (2010) 

I. Introduction 

1. The present report is submitted pursuant to paragraph 6 of Security Council 
resolution 1956 (20 1 0), in which the Council requested me to provide written reports 
on an ongoing basis to the Council every six months, with the first report due no later 
than 1 .January 2012, about the United Nations Compensation Fund, evaluating the 
continued compliance with the provisions of paragraph 21 of resolution 1483 (2003). 

II. Assessment following the 30 ,June 2011 transition to a post-Development Fund 
mechanism 

2 It is recalled that in the 29 April 2011 report of the Government of Iraq to the 
Security Counci� pursuant to paragraph 4 of resolution 1956 (20 I 0) on progress 
towards the transition to a post-Development Fund .for Iraq mechanism (S/20 11/290), 

-----------,.1'l<>e..,.lJ":';o"'v ""e.,.r"n'""m"'e"'n't "?Oio II raq con fl rmed-rtmrinvoul!:l--colrrin oe to use-tire-sallie !lie cham-.-· :rrr---------­
established pursuant to resolution 1483 (2003) for the transfer of the five per cent of 
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the proceeds from all export sales of petroleum, petroleum products and natural gas 
from Iraq to the Compensation Fund as it considered the mechanism to be transparent 
and would ensure that Iraq is able to continue to meet its obligations as provided for in 
paragraph 21 ofl esolution 1483 (2003). The Government of Iraq also reported that it 
would consult the UN Secretariat on in-kind payments of export sales of petroleum, 
petroleum products and natural gas from Iraq, with a view to finding a transparent 
mechanism to ensure that the equivalent of five per cent of such transactions is 
deposited into the Compensation Fund pursuant to paragraph 3 of resolution 1956 
(20 I 0), ,., •; . .  �"'> . . · ·'' ,,£: _,_, 1\.r\,; j :, ( .� '� . " "·::.' 
3 In its authority 0'03: the arrangements for ensuring payments are made to the 
Compensation Fund, the United Nations Compensation Commission has been actively 
monitoring the developments following the expiration of the mandate of the 
International Advisory and Monitoring Board for Iraq on 30 June 20 II and the 
transfer of the oversight of the control, reporting, and use of Iraqi oil export revenues 
to the haqi Committee of Financial Experts. 

4. The Executive Head of the Compensation Commission Secretariat and the 
Controller of the United Nations met with the Committee of Financial Experts in early 
July 20 II and the Head of the Committee reaffirmed that the arrangements for the 
transfer of five percent of the proceeds from all export sales of petroleum, petroleum 
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products and natural gas from Iraq would remain unchanged The issue of non­
monetary payments of petroleum, petroleum products and natural gas from Iraq was 
also discussed and both the Executive Head and the Controller stressed that if Iraq will 
be engaging in such transactions, a proper accounting mechanism must be put in place 
to ensure that five per cent of their value is recorded and an equivalent amount 
transferred to the Compensation Fund. On 24 August 20 II, the Compensation 
Commission reiterated this position in response to an enquiry from the Government of 
Iraq and again on 20 October 2011 in a letter to the Committee of Financial Experts 
following the Governing Council's seventy-second session, and is awaiting 
confirmation from the Committee of Financial Experts that such a mechanism has 
been put in place 

5. In its conclusion at its seventy-second session in October .20 II on the issue of 
arrangements for ensuring payments are made to the Compensation Fund, the 
Governing Council of the Compensation Commission noted with satisfaction that 
since the transfer of the oversight function to the Government of Iraq, there has been 
no change in the mechanism and that payments continue to be transferred to the 
Compensation Fund through the Fede1al Reserve Bank ofNew York. The Governing 
Council also directed the Executive Head to continue to regularly engage with the 
Committee of Financial Experts regarding all payment and accounting mechanisms 
and to keep the Governing Council advised of any developments. 

6. Prior to the transfer of the oversight function from the International Advisory and 
Monitoring Board for Iraq to the Committee of Financial Experts, the average monthly 
income to the Compensation Fund for the first half of 2011 was USD319.3 million 
The average monthly income for the five months following the transfer was $34 I 
million, with a total of $I .3 billion transferred in the quarter following the transition 
and approximately $! billion expected in the final quarter of 20! I Since the 

------------ttr:l JTTI"'Is:Tiiti-T1ion-lrrr,-tthc-€ompc:nsatinn-C-ommissiorrhasm<lde-two-paymerJt�t�watt-of�lnOI"e------------­
than $1 billion each; the first was made on 28 July 20! I and the second on 27 October 

/ 

20 II .. The next payment is scheduled for 26 January 2012. 

7 While all the indicators are positive and suggest that the Government of Iraq is 
compliant with its obligations under paragraph 2 I of resolution 1483 (2003), only 
afte1 an audit has been conducted on the successor account to the Development Fund 

. _ for Iraq will it be possible to confirm this conclusion. In this regard, it is noted that 
·"··--::../',Committee of Financial Experts has appointed the firm of Ernst & Young to conduct 

the 20 I I audit of the Development Fund for 11 aq and its successor account. 

8. I would like to conclude by expressing my appreciation to the Government of 
Iraq, including its Committee of Financial Experts, for its maintenance of the 
mechanism for the transfer of the five per cent of oil p1 oceeds established pursuant to 
resolution 1483 (2003) and its continued cooperation with the Compensation 
Commission. 
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First Report of the Secretary-General pursuant to paragraph 

6 of resolution 1956 (2010) 

I. Introduction 

I. The present report is submitted pursuant to paragraph 6 of Security Council 
resolution 1956 (20 I 0), in which the Council requested me to provide written reports 
on an ongoing basis to the Council every six months, with the first report due no later 
than I January 2012, about the United Nations Compensation Fund, evaluating the 
continued compliance with the provisions of paragraph 21 of resolution 1483 (2003). 

II. Assessment following the 30 June 2011 transition to a post-Development Fund 
mechanism 
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2. It is recalled that in the 29 April 2011 report of the Government of Iraq to the 
Security Council pursuant to paragraph 4 of resolution 1956 (20 1 0) on progress 
towards the transition to a post-Development Fund for Iraq mechanism (S/2011/290), 
the Government of Iraq confirmed that it would continue to use the same mechanism 
established pursuant to resolution 1483 (2003) for the transfer of the five per cent of 
the proceeds from all export sales of petroleum, petroleum products and natural gas 
from Iraq to the Compensation Fund as it considered the mechanism to be transparent 
and would ensure that Iraq is able to continue to meet its obligations as provided for in 
paragraph 21 of resolution 1483 (2003). The Government of Iraq also reported that it 
would consult the UN Secretariat on in-kind payments of export sales of petroleum, 
petroleum products and natural gas from Iraq, with a view to finding a transparent 
mechanism to ensure that the equivalent of five per cent of such transactions is 
deposited into the Compensation Fund pursuant to paragraph 3 of resolution 1956 
(2010). 

3. In its authority over the arrangements for ensuring payments are made to the 
Compensation Fund, the United Nations Compensation Commission has been actively 
monitoring the developments following the expiration of the mandate of the 
International Advisory and Monitoring Board for Iraq on 30 June 2011 and the 
transfer of the oversight of the control, reporting, and use of Iraqi oil export revenues 
to the Iraqi Committee of Financial Experts. 

4. The Executive Head of the Compensation Commission Secretariat and the 
Controller of the United Nations met with the Committee of Financial Experts in early 
July 2011 and the Head of the Committee reaffirmed that the arrangements for the 
transfer of five percent of the proceeds from all export sales of petroleum, petroleum 
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products and natural gas from Iraq would remain unchanged. The issue of non­
monetary payments of petroleum, petroleum products and natural gas from Iraq was 
also discussed and both the Executive Head and the Controller stressed that if Iraq will 
be engaging in such transactions, a proper accounting mechanism must be put in place 
to ensure that five per cent of their value is recorded and an equivalent amount 
transferred to the Compensation Fund. On 24 August 2011, the Compensation 
Commission reiterated this position in response to an enquiry from the Government of 
Iraq and again on 20 October 2011 in a letter to the Committee of Financial Experts 
following the Governing Council's seventy-second session, and is awaiting 
confirmation from the Committee of Financial Experts that such a mechanism has 
been put in place. 

5. In its conclusion at its seventy-second session in October 2011 on the issue of 
arrangements for ensuring payments are made to the Compensation Fund, the 
Governing Council of the Compensation Commission noted with satisfaction that 
since the transfer of the oversight function to the Government of Iraq, there has been 
no change in the mechanism and that payments continue to be transferred to the 
Compensation Fund through the Federal Reserve Bank of New York. The Governing 
Council also directed the Executive Head to continue to regularly engage with the 
Committee of Financial Experts regarding all payment and accounting mechanisms 
and to keep the Governing Council advised of any developments. 

6. Prior to the transfer of the oversight function from the International Advisory and 
Monitoring Board for Iraq to the Committee of Financial Experts, the average monthly 
income to the Compensation Fund for the first half of 20 II was USD319.3 million. 
The average monthly income for the five months following the transfer was $341 
million, with a total of $1.3 billion transferred in the quarter following the transition 
and approximately $1 billion expected in the final quarter of 2011. Since the 
transition, the Compensation Commission has made two payments to Kuwait of more 
than $1 billion each; the first was made on 28 July 20 II and the second on 27 October 
2011. The next payment is scheduled for 26 January 2012. 

7. While all the indicators are positive and suggest that the Government of Iraq is 
compliant with its obligations under paragraph 21 of resolution 1483 (2003), only 
after an audit has been conducted on the successor account to the Development Fund 
for Iraq will it be possible to confirm this conclusion. In this regard, it is noted that 
Committee of Financial Experts has appointed the firm of Ernst & Young to conduct 
the 2011 audit of the Development Fund for Iraq and its successor account. 

8. I would like to conclude by expressing my appreciation to the Government of 
Iraq, including its Committee of Financial Experts, for its maintenance of the 
mechanism for the transfer of the five per cent of oil proceeds established pursuant to 
resolution 1483 (2003) and its continued cooperation with the Compensation 
Commission. 
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relevant documentation and the transfer of all operational responsibility of the 
Programme to the Authority; 

17 0 Requests further that the Secretary-General transfer as soon as possible to 
the Development Fund for Iraq 1 billion United States dollars from unencumbered 
funds in the accounts established pursuant to paragraphs 8 (a) and 8 (b) of resolution 
986 (1995), restore Government of Iraq funds that were provided by Member States 
to the Secretary-General as requested in paragraph 1 of resolution 778 (1992), and 
decides that, after deducting all relevant United Nations expenses associated with 
the shipment of authorized contracts and costs to the Programme outlined in 
paragraph 16 (c) above, including residual obligations, all surplus funds in the 
escrow accounts established pursuant to paragraphs 8 (a), 8 (b), 8 (d), and 8 (f) of 
resolution 986 ( 1995) shall be transferred at the earliest possible time to the 
Development Fund for Iraq; 

18 0 Decides to terminate effective on the adoption of this resolution the 
functions related to the observation and monitoring activities undertaken by the 
Secretary-General under the Programme, including the monitoring of the export of 
petroleum and petroleum products from Iraq; 

190 Decides to terminate the Committee established pursuant to paragraph 6 
of resolution 661 (1990) at the conclusion of the six month period called for in 
paragraph 16 above andfurther decides that the Committee shall identify individuals 
and entities referred to in paragraph 23 below; 

200 Decides that all export sales of petroleum, petroleum products, and 
natural gas from Iraq following the date of the adoption of this resolution shall be 
made consistent with prevailing international market best practices, to be audited by 
independent public accountants reporting to the International Advisory and 
Monitoring Board referred to in paragraph 12 above in order to ensure transparency, 
and decides further that, except as provided in paragraph 21 below, all proceeds 
from such sales shall be deposited into the Development Fund for Iraq until such 
time as an internationally recognized, representative government of Iraq is properly 
constituted; 

210 Decides further that 5 per cent of the proceeds referred to in paragraph 
20 above shall be deposited into the Compensation Fund established in accordance 
with resolution 687 ( 1991) and subsequent relevant resolutions and that unless an 
internationally recognized, representative government of Ira and the Governing 
Council of the U'niteo Nations Compensation Commission, in the exercise of its 
authority over methods of ensuring th-at payments arelllade into the ComRensation 
Funa decide otherwise, this requirement shall be binding on a properly constituted, 
internationally recognized, representative government of Iraq and any successor 
thereto; 

220 Noting the relevance of the establishment of an internationally 
recognized, representative government of Iraq and the desirability of prompt 
completion of the restructuring of Iraq's debt as referred to in paragraph 15 above, 
further decides that, until December 31, 2007, unless the Council decides otherwise, 
petroleum, petroleum products, and natural gas originating in Iraq shall be immune, 
until title passes to the initial purchaser from legal proceedings against them and not 
be subject to any form of attachment, garnishment, or execution, and that all States 
shall take any steps that may be necessary under their respective domestic legal 
systems to assure this protection, and that proceeds and obligations arising from 
sales thereof, as well as the Development Fund for Iraq, shall enjoy privileges and 
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that, subject to the exception provided for in paragraph· 27 of resolution 1546 
(2004), the provisions of paragraph 22 of resolution 1483 (2003) shall continue to 
apply until that date, including with respect to funds and financial assets and 
economic resources described in paragraph 23 of that resolution; 

2. Welcomes and affirms the Government of Iraq's decision not to request 
any further extensions of the Development Fund for Iraq arrangements; and further 
decides this is the final extension of the Development Fund for Iraq arrangements; 

3. Decides that after 30 June 2011, the requirement established in paragraph 
20 of UNSCR 1483 (2003) that all proceeds from export sales of petroleum, 
petroleum products and natural gas from Iraq be deposited into the Development 
Fund for Iraq shall no longer apply, and affirms that the requirement established in. 
paragraph 21 ofUNSCR 1483 (2003) that 5 percent of the proceeds from all export 
sales of petroleum, petroleum products and natural gas shall be deposited into the 
compensation fund established in accordance with resolution 687 (1991), and 
subsequent resolutions, shall continue to apply, and further decides that 5 percent of 
the value of any non-monetary payments of petroleum, petroleum products and 
natural gas made to service providers shall be deposited into the compensation fund, 
and that unless the Government of Iraq and the governing council of the United 
Nations Compensation Commission, in the exercise of its authority over methods of 
ensuring that payments are made into the compensation fund, decide otherwise, the 
above requirements shall be binding on the Government of Iraq; 

4. Calls upon the Government of Iraq to work closely with the Secretary-
General to finalize the full and effective transition to a post-Development Fund 
mechanism by or before 30 June 2011, which takes into account IMF stand-by 
arrangement requirements, includes external auditing arrangements and ensures that 
Iraq will continue to meet its obligations as established in the provisions of 
paragraph 21 of resolution 1483 (2003); further requests that the Government o 
Ira pro id ritten repo.rt t1 t� council no later than 1 ay 2011 on progress 
towards the transition to a post-Development Fun mechanis · 

5. Directs the transfer of the full proceeds from the Development Fund for 
Iraq to the Government of Iraq's successor arrangements account or accounts and 
the termination of the Development Fund for Iraq no later than 30 June 2011 and 
requests written confirmation to the Council once the transfer and termination are 
completed; 

· 

6. RepuesJs the Secretary-6eneral o rovide written r�orts o an ongoing 
basis to the couucil every sjx ontJls, with he first report due no later than 
1 Janua . 2012, about he United ations compensation fund, evaluating the 
continued com liance with the provisions or paragraph 21 of resolution 1483 
(12003); 

7. Decides to remain actively seized of the matter. 



Enclosure 

11-31814 

Report of the Government of Iraq pursuant to Security Council 
resolution 1956 (2010) on transition to a post-Development 
Fund mechanism 

[Original: Arabic] 

1. Pursuant to Security Council resolution 1956 (20 1 0), paragraph 4, in which it 
is requested that the Government of Iraq provide a written report to the Council no 
later than 1 May 2011 on progress towards the transition to a post-Development 
Fund mechanism, we should like to inform the Security Council that the 
Government of Iraq has completed the arrangements that will ensure full and 
effective transition to such a mechanism. Those measures include the following: 

(a) The post-Development Fund mechanism; 

(b) Arrangements for the external auditing of accounts; 

(c) Deduction of the 5 per cent compensation percentage or any other Jesser 
percentage; 

(d) Settlement of the foreign debts of Iraq. 

2. With respect to the post-Development Fund mechanism, the Government of 
Iraq has decided that after 30 June 2011, it will continue to use the same 
mechanisms for the Development Fund for Iraq, including the following: 

(a) After 30 June 2011, the Government of Iraq will continue to operate the 
Oil Proceeds Receipts Account that is held by the Central Bank of Iraq in order to 
receive revenues from the export of oil, oil derivatives and gas; 

(b) In replacement of the Development Fund for Iraq account, a new account 
will be opened in the name of the Government of Iraq, to be held by the Central 
Bank of Iraq at the Federal Reserve Bank, and transfer will be made to that new 
account of all the financial assets currently held in the Development Fund for Iraq 
and any other Iraqi Government assets, including those referred to in Security 
Council resolution 1483 (2003), paragraph 23, the work of the 1518 Committee will 
be continued until such time as pertinent issues are resolved; 

(c) Beginning 1 July 20 I I , 95 per cent of the funds held in the Oil Proceeds 
Receipts Account referred to in paragraph (a) above will be transferred to the 
account referred to in paragraph (b) above; 

d) Fiv� per cent or any othsr subseque tl determined lesser percentage will 
continue to be transferred from the Oil Proceeds Receipts Account referred to in 
paragra h a) above to tpe Uniteo Nations Compensation und account, using the 
same nam<il, umber and m<ilchani_sm that wen� established pursuant to Security 
Council resolution 1483_ 2003 ). 

3. With regard to arrangements for the external auditing of accounts, the 
international audit firm PricewaterhouseCoopers was appointed to audit 
Development Fund for Iraq accounts for 2010 according to the recommendation of 
the International Advisory and Monitoring Board and the Committee of Financial 
Experts. The aforementioned firm presented its preliminary report at a meeting of 
the International Advisory and Monitoring Board that was held in Geneva on 6 and 
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7 January 2011, and will present its draft final report at an International Advisory 
and Monitoring Board meeting that is to be held in Paris on 27 and 28 April 2011. 

4. With the approval of the International Advisory and Monitoring Board and in 
coordination with the Committee of Financial Experts, an announcement of request 
for proposals for Development Fund for Iraq and successor accounts audit for 2011 
was made and proposals were received from the following international big four 
firms to audit Development Fund for Iraq accounts to 30 June 2011 and the 
successor account to 31 December 2011: 

(a) Ernst & Young; 

(b) PricewaterhouseCoopers; 

(c) KPMG; 

(d) Deloitte. 

5. The proposals submitted were considered and analysed and were presented 
with recommendations to the International Advisory and Monitoring Board for its 
opinion on those recommendations and the selection of a suitable auditor. Once the 
external auditor has been selected, it will submit a preliminary report to the 
International Advisory and Monitoring Board before it concludes its mandate. The 
final report on.the accounts will be received by the Committee of Financial Experts. 
A� for successor arrangements, the Committee of Financial Experts will replace the 
International Advisory and Monitoring Board with effect from 1 July 2011, and the 
accounts referred to in paragraph 2 (b) above will be supervised by that Committee 
of Financial Experts. All the oversight authorities of the International Advisory and 
Monitoring Board will be transferred to the Committee of Financial Experts, which 
will exercise those authorities in accordance with its terms of reference approved by 
the Council of Ministers. 

6. Gonce njng the dedUCtion of the 5 er ce t compensation percentage or an)J 
o her lesser perce tage, the Government o raq has decided to continue to use the 
same mechanism tliat -was aoopted u der tlie evelopment Fund for Iraq, because 
that mechanism · s trarrsparen.t an.d will ensure that Iraq is able to continue to mee� 
its obligations,_ as grovided for · Security Cour)cjl resolution 1483 (2003), 

paragraph 21. With regard ro Security Council Lesolutioo 1956 (20 10 , paragraph 3, 

cancer ing proceeds from ·n kin.d payments of export sales of petroleum, petroleum 

prooucts and natural gas, the United NationS" Secretariat will be consulted with a 

view tojioding a traosparen -mechanism to ensure that 5 per cent or any other lesser 
eraeotage of sue _ g_ayl]lents is deducted and deposite.d to the United Nations 
ompen.satioo Fund. 

7. Iraq will continue its serious attempts to settle its foreign debts in accordance 
with the Paris Club agreement that was signed in November 2004. 
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