January 12, 2009

U.S. Senate Judiciary Committee
Senator Patrick Leahy

Senator Arlen Specter
152 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Chairman Leahy and Senator Specter:

I am respectfully writing upon your request to reiterate some findings regarding Marc Rich that appeared in an investigative article called “The Rich Boys”. The article, written by me, appeared in BusinessWeek Magazine on July 18, 2005. Broadly, it is about Marc Rich and how he spawned an interconnected group of independent commodities traders over several decades. All of the traders either trained under Marc Rich or have or had close business ties to him—ergo “The Rich Boys”. At the time of the article, this network of independent traders, primarily based outside of the United States, allegedly conducted a considerable amount of oil trading with so-called “rogue nations.” 

The committee has specifically asked about Marc Rich, inquiring whether he continued illicit activity after he was pardoned by President Bill Clinton in January 2001. The BusinessWeek article alleges that Marc Rich (a.k.a. “Marc Rich & Co Holding”) did continue to engage in unlawful trading, specifically in conjunction with the United Nation’s Oil-for-Food Program. This trading, according to documents we obtained, commenced approximately one month after his pardon.
It is important to back up and review the basic circumstances under which Rich may have engaged in illicit deals. In December 1996 the U.N. began implementing its Oil-for-Food Program with Iraq. Under the sanctions agreement, proceeds of oil exported from Iraq (ostensibly purchased by U.N. approved crude buyers) was to go to pay for food and other humanitarian needs for the Iraqi people. However, due to bribes to U.N. overseers and lax oversight, Saddam Hussein (along with Iraq’s State Oil Marketing Organization) corruptly awarded oil sales contracts to various (political) supporters. The sales contracts gave these people the right to purchase Iraqi oil at cut-rate or below-market prices. In return, Hussein demanded substantial surcharges (i.e. kickbacks). The supporters would typically sell the contracts to professional oil dealers who generally paid all or part of the kickbacks back to the Iraqi regime, often into secret bank accounts. A large portion of the kickbacks was allegedly used to fund Hussein’s weapons arsenal which, in turn, funded the Iraqi insurgents after the U.S. and allies invaded Iraq in March 2003.
Regarding Marc Rich’s actions specifically during this time, our investigative reporting revealed:
1. Marc Rich and Co. Holdings was on the U.N.’s list of approved crude buyers (i.e. those who were approved to purchase Iraqi oil in conjunction with the Oil-for-Food Program), though Rich responded to questions by the House International Relations Committee in March 2005 that “nothing ever came of it”. Later, a firm spokesman reiterated: "Marc Rich Holdings rejects all the allegations relating to its involvement in the U.N.'s Oil-for-Food program in Iraq."
2. Despite this, we found that Rich’s company’s name appeared in a number of shipping records compiled by the Middle East Economic Survey (MEES). These show that beginning in February 2001, Rich purchased Iraqi oil from four separate front companies: Onako Oil Co., a subsidiary of Alfa Group, one of Russia's largest conglomerates; an Egyptian company called International Company for Petroleum & Industrial Services (or INCOME); and a Swiss company, Zerich S.A., with strong ties to North Korea’s Kim Jong Il; as well as an outfit called EOTC, which appeared to be a shell company. Alfa and INCOME denied paying illegal surcharges. 
3. If these shipping records are correct, and we found no reason to doubt them, this would mean that Rich was purchasing Iraqi oil approximately one month after his pardon via various middlemen. In addition, the CIA, the Senate, and others have concluded that from September 2000 until September 2002, buyers in the U.N.’s Oil-for-Food Program had to pay illegal surcharges to the Iraqi regime, though we found no documents showing Rich specifically made such payments. 
4. The entity INCOME, in particular, is of interest. Two of Rich’s key Middle East connections were the Bakhtiar brothers, Esfandiar and Bahman. The Bakhtiars—whose father, investigators believe, headed the Shah of Iran's secret police—fled to Iraq after the Shah's ouster. The Bakhtiar brothers were like “adopted sons” to Saddam Hussein, according to Jules Kroll, the private investigator. The Bakhtiars entered the oil business and helped Rich forge links with Saddam Hussein. Over two decades, Rich allegedly traded through two companies linked with or owned by the Bakhtiars: Jaraco S.A. and Dynatrade S.A. (At the time of the BusinessWeek article, and possibly now, both INCOME and Dynatrade were owned by International Group for Investments (IGI) in Cairo, Egypt). IGI’s vice president, Hesham Sheta, told BusinessWeek in 2005, "[One of the] Bakhtiars still acts as a consultant" to IGI, which in turn owns (or owned) INCOME. Sheta in fact confirmed in the article that "Marc Rich has been INCOME's 'agent' [oil trader] since 1990" and that Rich bought Iraqi crude from INCOME in 2001. As stated previously, Sheta denied that INCOME paid any illegal surcharges for the oil.

5. The Bakhtiars set up Jaraco S.A. in Geneva, Switzerland, in 1981. In 2004, the U.S. Treasury identified Jaraco as a major money-laundering conduit for Saddam's billions.
In conclusion, there are several issues: 

First, it appears that Rich did indeed purchase oil in conjunction with the U.N.’s Oil-for-Food Program, despite his firm denial to the U.S. Congress in 2005.
Second, Rich was already on the U.N.’s “approved” list of crude purchasers for the Oil-for-Food Program. If he could legitimately obtain Iraqi oil at transparent market prices why would he allegedly go through middlemen (all, by the way, sympathetic to the Iraqi regime) to purchase it? By doing so, one could allege that Rich did have a hand—whether directly or indirectly—in paying illegal surcharges in order to obtain Iraqi crude at below-market rates.
Finally, this 2005 BusinessWeek article required many months of intense, often tedious, investigative work. It required speaking repeatedly with a number of sources including oil market experts; independent and government investigators from the U.S. and other countries; independent oil traders who had worked with Rich or possessed direct knowledge of his business and others. It also required poring over numerous documents from a wide array of sources including the shipping industry, private investigator reports (from Kroll and others), government and oil market entities and the U.N. This is only to say that the reporting was conducted as scrupulously as possible. In fact, the oil trading information, in particular, in the article was based only on documents we were able to physically obtain. Additionally, when dealing with investigators, oil experts and others, information was used only when it came from two or more unrelated sources.
Thank you for allowing me to address the Committee with this letter.

Sincerely,

Marcia E. Vickers

Contributing Editor, Fortune Magazine

40 East 89th Street

New York, NY  10128

