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         1       MR BARKER:   Could I have leave to appear for Mr Flugge?

         2

         3       THE COMMISSIONER:   Yes, that leave is granted upon the

         4       usual terms.

         5

         6       MR BARKER:  I appear with Mr Dharmananda, instructed by

         7       Corrs Chambers Westgarth.

         8

         9       MR LUNDBERG:  May it please you, sir, Michael Lundberg is

        10       my name.  I seek authorisation this morning, representing

        11       the interests of Mr Moffet, who is the director of the

        12       company.

        13

        14       THE COMMISSIONER:   Yes, that leave is granted on the usual

        15       terms.

        16

        17       MR CONDON:   We have Michael Frederick Watson,

        18       Commissioner.

        19

        20       THE COMMISSIONER:   Yes.

        21

        22       <MICHAEL FREDERICK WATSON, sworn:            [10.04am]

        23

        24       <EXAMINATION BY MR CONDON:

        25

        26       MR CONDON:   Q.   What is your full name, Mr Watson?

        27       A.   Michael Frederick Watson.

        28

        29       Q.   Is it the case that on 6 January 2006 you appeared

        30       before the Commission in private session?

        31       A.   I did.

        32

        33       MR CONDON:   Commissioner, I tender a transcript of the

        34       evidence given on 6 January 2006.  To the extent there is a

        35       non-publication order, I seek that that order be

        36       discharged.

        37

        38       THE COMMISSIONER:   Yes.  The transcript will become 424.

        39

        40       EXHIBIT #424 TRANSCRIPT OF EVIDENCE OF MICHAEL WATSON

        41       TAKEN IN PRIVATE SESSION ON 6/1/2006

        42

        43       MR CONDON:   Q.   Mr Watson, on that day you subscribed to

        44       the correctness of a statutory declaration sworn on

        45       6 January 2006.  I provide you with a copy of that

        46       declaration and ask you if you identify it as the document

        47       you swore on 6 January to be correct.
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         1       A.   That's correct.

         2

         3       MR CONDON:   I tender that declaration, being a declaration

         4       of Michael Frederick Watson, dated 6 January 2006.

         5

         6       EXHIBIT #425 DECLARATION OF MICHAEL FREDERICK WATSON,

         7       DATED 6/1/2006

         8

         9       MR CONDON:   Q.  Those assisting the Commissioner received

        10       subsequently from your then lawyers a supplementary

        11       statutory declaration of 12 January 2006.  I provide you

        12       with a copy of that document.  Is that the document you

        13       provided on or about 12 January 2006?

        14       A.   It was.

        15

        16       MR CONDON:   I tender that document, Commissioner.

        17

        18       EXHIBIT #426 SUPPLEMENTARY STATUTORY DECLARATION OF

        19       MICHAEL WATSON PROVIDED TO THE COMMISSION ON OR

        20       ABOUT 12/1/2006

        21

        22       MR CONDON:   Q.   Mr Watson, on or about 22 February your

        23       previous lawyers provided the Commission with a document

        24       entitled "Summary of Topics Upon Which Michael Watson Will

        25       Give Confirmatory Evidence in Respect of the Evidence

        26       Already Given by Mark Emons."   I show you a copy of that

        27       document.  Having looked at that document, is that the

        28       document you provided on or about 22 February?

        29       A.   It was.

        30

        31       Q.   Are the contents of that document, to the best of your

        32       knowledge and belief, true and correct?

        33       A.   They are.

        34

        35       MR CONDON:   I tender that document, Commissioner.

        36

        37       EXHIBIT #427 DOCUMENT ENTITLED "SUMMARY OF TOPICS UPON

        38       WHICH MICHAEL WATSON WILL GIVE CONFIRMATORY EVIDENCE IN

        39       RESPECT OF THE EVIDENCE ALREADY GIVEN BY MARK EMONS."

        40

        41       MR CONDON:   Q.   Mr Watson, we received today, sometime

        42       after 9 o'clock, a two-page statement which is not signed

        43       by you.  Can I show you that document, please.  Is that the

        44       statement you provided today?

        45       A.   It was.

        46

        47       Q.   Do you say that, to the best of your knowledge and
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         1       belief, the contents of that document are true and correct?

         2       A.   Correct.

         3

         4       MR CONDON:   I tender that document, Commissioner.

         5

         6       EXHIBIT #428 TWO-PAGE UNSIGNED STATEMENT PROVIDED TO THE

         7       COMMISSION BY MICHAEL WATSON ON 27/2/2006

         8

         9       THE COMMISSIONER:   I revoke any prior orders in relation

        10       to any of the documents tendered from exhibits 424 to 428

        11       in relation to confidentiality.

        12

        13       MR JUDD:   Before my friend continues, Mr Commissioner,

        14       we've not had an opportunity to see those.  I assume that,

        15       insofar as there is a matter we want to advance as

        16       confidential, we'll have an opportunity when we see the

        17       documents.

        18

        19       THE COMMISSIONER:   Yes.

        20

        21       MR CONDON:   Q.   Mr Watson, I want to understand at the

        22       outset what the thrust of your evidence is.  Can I put

        23       these propositions to you and ask you to agree or disagree

        24       or comment upon them at this juncture.  Is it your position

        25       that you knew that the trucking fee was going to be

        26       received in some form or another by an Iraqi organisation?

        27       A.   Yes.

        28

        29       Q.   Is it your position that means of payment were

        30       discussed so that the payments would not be obvious to the

        31       United Nations?

        32       A.   Yes.

        33

        34       Q.   Is it your position that one of the mechanisms used to

        35       disguise the payments from the United Nations was the use

        36       of vessel owners, including Ronly?

        37       A.   Yes.

        38

        39       Q.   Is it your position that these matters - that is, the

        40       use of shipping owners and disguising the payments from the

        41       United Nations - were discussed in the second half of 1999?

        42       A.   I believe about June 1999 onwards.

        43

        44       Q.   Is it your position that you were included in what you

        45       have termed, I believe, a core strategy team to work out a

        46       way to make payments for inland trucking to the IGB?

        47       A.   Yes.
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         1

         2       Q.   Can you identify, please, who the members of that core

         3       strategy team were?

         4       A.   Nigel Officer, Mark Emons, Dom Hogan, initially

         5       Graham Owen and initially Paul Ingleby.

         6

         7       Q.   Did these discussions and the agreement which flowed

         8       from it have any impact upon the drafting of a letter of

         9       credit?

        10       A.   Not to my knowledge.

        11

        12       Q.   You've also said that the payment mechanisms were

        13       implemented at the direction of AWB and your superiors.

        14       Can you identify, please, who those persons were?

        15       A.   My direct superior was Nigel Officer.

        16

        17       Q.   Did he direct you to make the payments of this nature?

        18       A.   He did.

        19

        20       Q.   Who else from AWB made similar directions to you?

        21       A.   Mark Emons.

        22

        23       Q.   Mr Watson, can I take you back, please, to June of

        24       1999, and can we bring up, please, exhibit 46C,

        25       AWB.5073.0125.  I ask you to read the document to yourself

        26       and tell the monitor when you've finished the first page

        27       and he'll turn it over for you.  I'd like to ask you some

        28       questions, now that it's convenient and you've read it,

        29       about the section headed "Free in Truck"; do you see that

        30       section, Mr Watson?

        31       A.   I do.

        32

        33       Q.   In the third paragraph of that section the writer

        34       says:

        35

        36            IGB have stated that we will be required to

        37            pay the Maritime Agents...

        38

        39       Do you see those words?

        40       A.   I do.

        41

        42       Q.   At that time was it your understanding that the

        43       maritime agents would be Iraqi in some form or another?

        44       A.   It was.

        45

        46       Q.   Can I take you down two paragraphs below it.  The

        47       writer - that is, Mr Hogan - directs his comment to you:
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         1

         2            MICHAEL - as mentioned to you, there may be

         3            a way to pay this through the vessel

         4            owners.  Mark will discuss this with you,

         5            so have a think about the possibilities.

         6

         7       Can you recall any conversation that Mr Hogan had with you

         8       which he refers to in that particular paragraph?

         9       A.   I can't recall any specific conversation.

        10

        11       Q.   When you read this document, was it clear to you that

        12       there was a proposal to pay moneys to the Iraqis

        13       indirectly?

        14       A.   Yes.

        15

        16       Q.   Were you aware at the time of the existence of

        17       sanctions imposed by the United Nations?

        18       A.   I was aware of the sanctions, but not the detail.

        19

        20       Q.   Were you aware, nonetheless, that those sanctions

        21       prevented payments being made to or from an Iraqi entity

        22       without the approval of the United Nations?

        23       A.   Yes.

        24

        25       Q.   Were you aware when you looked at this email that what

        26       Mr Hogan was proposing was a means of paying that money

        27       whilst avoiding United Nations scrutiny?

        28       A.   Yes.

        29

        30       Q.   Can you think now of any reason, apart from the one

        31       I've just provided to you, why Mr Hogan would suggest a

        32       payment through ship owners?

        33       A.   No.

        34

        35       Q.   To your knowledge, have there ever been during your

        36       time in AWB any similar proposals to pay moneys through

        37       ship owners indirectly?

        38       A.   No.

        39

        40       Q.   Can you think of any response by way of a meeting you

        41       had as a result of this particular email?

        42       A.   I don't believe I responded to that email.

        43

        44       Q.   Could I take you back to the first page - that is,

        45       5073.0125 - and ask you to look at the recipients of the

        46       email.  You'd agree that there are a large number of people

        47       who are identified as recipients of the email?
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         1       A.   Yes.

         2

         3       Q.   Do you recall now discussions taking place around the

         4       international sales and marketing team about the issue

         5       which this particular email refers to?

         6       A.   I can't recall specific discussions, but there were

         7       numerous - I recall there were numerous discussions taking

         8       place.

         9

        10       Q.   About this particular issue?

        11       A.   Yes.

        12

        13       Q.   Do you recall who the participants were in those

        14       discussions?

        15       A.   Not individually, or not precisely, who they were, but

        16       of a general nature, I think most of the people on that

        17       circular would have been included.

        18

        19       Q.   To your mind at the time was what was being discussed

        20       something to be kept secret from other people within AWB,

        21       or not?

        22       A.   Yes, yes.  It was certainly something that one did not

        23       have broadcast around.

        24

        25       Q.   Around AWB?

        26       A.   Yes.

        27

        28       Q.   So what group within the AWB was this information

        29       conveyed within - the people identified in this email, or

        30       other people as well, or what?

        31       A.   To my recollection, certainly people in this email

        32       were involved.

        33

        34       Q.   You've mentioned in your previous declarations that

        35       you had a number of sorts of meetings at which people

        36       attended from time to time.  One of those was a management

        37       meeting involving members of the IS&M division.  Do you

        38       recall these sorts of issues being discussed during those

        39       meetings?

        40       A.   Yes, they were.

        41

        42       Q.   Are we talking about June 1999 or later?

        43       A.   I think from - I'd say later.

        44

        45       Q.   When you say "later", what sort of time frame are you

        46       talking about?

        47       A.   I'd say it's an ongoing process after that time.
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         1

         2       Q.   When you say "later", are you talking about June 1999,

         3       or some months after June 1999?

         4       A.   June 1999.

         5

         6       Q.   And you also talk about a risk committee meeting which

         7       is convened from time to time.  Was this sort of issue

         8       discussed in the context of the risk committee meetings?

         9       A.   I can't recall with certainty if it was discussed.

        10

        11       Q.   But your recollection about the management committee

        12       meetings is more certain; is that correct?

        13       A.   Yes, correct.

        14

        15       Q.   Can we go to the last page of the existing email,

        16       0128.  You'll see a "To Do List".  Can I direct your

        17       attention to point 4.  Do you recall taking any action in

        18       response to the to do list?

        19       A.   In relation to point 4 only?

        20

        21       Q.   Yes.

        22       A.   Not at that time.  I don't recall making any action at

        23       that time.

        24

        25       THE COMMISSIONER:   Q.   Did you subsequently?

        26       A.   I did.

        27

        28       Q.   What did you do?

        29       A.   I had discussions internally as to what was actually

        30       being sought after, the method they were trying to achieve.

        31       Once I understood that method that the people were trying

        32       to achieve, I then spoke with some owners to canvass their

        33       views as to what they thought, to see whether it could be

        34       worked or not.

        35

        36       Q.   What was the outcome?

        37       A.   Some owners were agreeable to looking at this idea and

        38       some were not.

        39

        40       MR CONDON:   Q.   When I asked you what you did in relation

        41       to the to do list, you were careful to respond in relation

        42       to point 4 only.  Did you do anything else after receiving

        43       this email?

        44       A.   I don't believe I did.

        45

        46       Q.   Can I have, please, confidential exhibit 91C, being

        47       AWB.5000.0140.  Can I ask you to read to yourself,
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         1       Mr Watson, that document.  Again, when you've finished a

         2       particular page, ask the monitor to scroll down, please.

         3       Have you finished now?

         4       A.   Yes.

         5

         6       Q.   I take you back to 0141 and the entry under item 10.

         7       Item 10 refers to some comments Mr Owen had previously

         8       made.  Do you recall Mr Owen's comments being the subject

         9       of any discussions in the AWB office?

        10       A.   No, I don't.

        11

        12       Q.   When Mr Hogan, who's the author of this email, wrote

        13       "Discretion is required here", what did you think he was

        14       adverting to?

        15       A.   We didn't - he did not want the information of this

        16       trucking fee to be known outside the organisation.

        17

        18       Q.   Why did he not want the information to be known

        19       outside the organisation?

        20       A.   This was a departure from the previous contracts and

        21       clearly a payment had been made to the Iraqis.

        22

        23       Q.   Was it your apprehension then that what was being

        24       proposed involved a contravention of the United Nations

        25       sanctions?

        26       A.   I would have to say yes.

        27

        28       Q.   Can I take you, please, to an email you wrote which is

        29       exhibit 99, MAE.0002.0037.  I ask you to read that document

        30       to yourself.  Let me take you, please, to the first

        31       paragraph, beginning with the words "Reverting on this

        32       regarding payment".  You say:

        33

        34            ...I will discuss this with Mark --

        35

        36       is that Mr Emons?

        37       A.   It is.

        38

        39       Q.   --

        40

        41            upon his return to find a suitable method.

        42

        43       Was the method employed that of using ship owners as

        44       conduits?

        45       A.   Sorry, can you say that again?

        46

        47       Q.   Was the suitable method to which you refer the use of
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         1       shipping companies as conduits?

         2       A.   It was.

         3

         4       Q.   Can I take you, please, to the last paragraph of the

         5       email, and I'm interested in the words "but we need to

         6       ensure that we fully aware and put into place suitable

         7       procedure etc".  Casting your mind back, if you can, to

         8       June 1999, what were you referring to when you wrote those

         9       words?

        10       A.   My concern was that it was to be a departure from my

        11       usual shipping terms, whereby the AWB's responsibility

        12       finished at the passing of the ship's rail to cargo.  This

        13       new term seemed to indicate that AWB would be taking on

        14       responsibility of putting the cargo into trucks, and I was

        15       concerned about shortage.

        16

        17       Q.   And about what did people have to become fully aware,

        18       using the words you use in the last paragraph of the email?

        19       A.   Sorry, could you say that again?

        20

        21       Q.   Look at the last paragraph of the email:

        22

        23            ...but we need to ensure that we fully

        24            aware...

        25

        26       Aware about what?

        27       A.   Of the potential shortfall.

        28

        29       Q.   The next email we have, Mr Watson, from you is dated

        30       October 20 1999.  It's confidential exhibit 47C,

        31       EXH.0001.0055.  Have you read that now?

        32       A.   I have.

        33

        34       THE COMMISSIONER:   Is there any reason why this should

        35       remain a confidential exhibit?

        36

        37       MR CONDON:   As far as we're concerned, no, Commissioner.

        38       I'm told it's already exhibit 106, Commissioner.  I

        39       apologise.

        40

        41       Q.   In your comments on Mr Emons' transcript you say this:

        42

        43            Confidential exhibit email 20 October 1999

        44            Michael Watson to Emons, Michael Watson

        45            agrees that this email reflects his

        46            awareness of the fact that the moneys were

        47            going to be refunded to the Iraqis.  He
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         1            also agrees that the email accurately

         2            reflects the discussions between

         3            Michael Watson and Emons.

         4

         5       And you continue:

         6

         7            Michael Watson agrees that this email

         8            related to discussions referred to in

         9            line 36 --

        10

        11       referring to Mr Emons' transcript --

        12

        13            whereby it was discussed to get a third

        14            party to undertake the payments and that a

        15            fee may have to be paid to that third

        16            party.  Michael Watson agrees that the

        17            group included in these discussions was

        18            Officer, Michael Watson, Emons, Owen and

        19            Lister.  Michael Watson agrees that Ingleby

        20            was not included in discussions as to the

        21            details of the mechanisms for payment but

        22            refers to the fact that he approved the

        23            underlying concept (the meetings earlier in

        24            1999 when he approved the principle of

        25            making payments via such third parties).

        26

        27       I want to ask you about how it came to be that agreement

        28       was reached within AWB for the use of third parties.  Do

        29       you recall there being discussions about this issue?

        30       A.   Those discussions went back initially to when Hogan

        31       sent his email mentioning a possibility would be via

        32       ship owners as third parties.

        33

        34       Q.   In late June of 1999?

        35       A.   Yes.

        36

        37       Q.   What I'm trying to get you to do, Mr Watson, is to

        38       identify, if you can, what meetings took place and who was

        39       present and what was said.  You mentioned in your comments

        40       that there were discussions involving Officer, yourself,

        41       Mr Emons, Mr Owen and Mr Lister and Mr Ingleby.  To what

        42       were you referring when you made those comments?

        43       A.   The progress I was making with discussions with the

        44       ship owners.

        45

        46       Q.   I'm sorry, continue.

        47       A.   The progress I was making with the ship owners and
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         1       their reaction to the discussions.

         2

         3       Q.   Was there an occasion when you discussed this issue

         4       with people within AWB?

         5       A.   I can't recall any definite discussion with other

         6       people outside of the group that you have mentioned.

         7

         8       Q.   Well, it's that group I'm interested in.  I want to

         9       ask you about meetings within that group.  Can you recall

        10       an occasion when that group met and discussed these

        11       particular issues?

        12       A.   The meetings - there was no set time as to when these

        13       meetings would have taken place.  They were taking place on

        14       an ongoing basis when required, and not all the people you

        15       have mentioned would have been there at any one time.

        16       There would have been combinations of people.

        17

        18       Q.   Well, do you recall an occasion where Mr Ingleby

        19       attended and discussion took place about this payment

        20       mechanism?

        21       A.   Only in the earlier part, not in October - in the

        22       earlier part of the year, or before October, he was part of

        23       those meetings, yes.

        24

        25       Q.   I'm not too fussed by the particular dates.

        26       A.   Sorry.

        27

        28       Q.   I'm trying to exhaust your memory about these

        29       meetings, whenever they took place.  Do you recall a

        30       meeting involving Mr Ingleby?

        31       A.   I do.

        32

        33       Q.   Your evidence is it took place early in the piece, you

        34       think probably in about June 1999?

        35       A.   Yes.

        36

        37       Q.   Apart from you and Mr Ingleby, who else was present on

        38       that particular occasion, can you recall?

        39       A.   Nigel Officer most certainly would have been there.  I

        40       can't recall who else was there, but I know he would have

        41       been there.

        42

        43       Q.   Can you recall what was discussed in substance at that

        44       particular meeting?

        45       A.   In substance, the discussion would have revolved

        46       around we had to find a method to pay this trucking fee,

        47       and there were different ways of doing it, one aspect was
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         1       via a ship owner, and that aspect was discussed, as to

         2       whether ship owners would be agreeable to do this.

         3

         4       THE COMMISSIONER:   Q.   Had you spoken to the ship owners

         5       at the time of this discussion?

         6       A.   No, because at that time it wasn't approved that was

         7       the way to go.

         8

         9       MR CONDON:   Q.   Whose approval did you require to put any

        10       plan in place?

        11       A.   My direct boss, Nigel Officer.

        12

        13       Q.   Why was Mr Ingleby involved?

        14       A.   Because he was the - still is - the CFO.

        15

        16       Q.   And why then did he have to be involved?

        17       A.   He would have been responsible for the payments.

        18

        19       Q.   You were saying that Mr Officer most certainly would

        20       have been there and the discussion in substance revolved

        21       around the fact "we had to find a method to pay this

        22       trucking fee, and there were different ways of doing it".

        23       Can you recall what else was discussed on this particular

        24       occasion?

        25       A.   If I recall correctly, I think Hogan sent an email

        26       sometime back mentioning different ways he thought.  Some

        27       of them were his humour, I believe.

        28

        29       Q.   Sorry, some of them were?

        30       A.   His humour, I recall something about a suitcase.

        31       Other than that, I cannot recall any other means that was

        32       discussed outside of Hogan's email.

        33

        34       Q.   And Mr Hogan's email is exhibit 9, AWB.5035.0337.  Can

        35       we have that, please.  Mr Watson, you'll see in the last

        36       paragraph:

        37

        38            (Other option is to use Maritime

        39            agents / vessel owners account / or

        40            buy a very large suitcase).

        41

        42       Are those last words an example of Mr Hogan's sense of

        43       humour?

        44       A.   They are.

        45

        46       Q.   You were not copied on to this document as a

        47       recipient.  Did you become aware, nonetheless, of these



            .27/2/06 (35)              3409     M F WATSON (Mr Condon)

                            Transcript produced by ComputerReporters

�









         1       sorts of proposals?

         2       A.   My memory is that the mention of a very large suitcase

         3       sticks in my mind.  Vessel owners - but other than that,

         4       no.

         5

         6       Q.   In other words, when you say "sticks in your mind",

         7       you have a recollection back in October of 1999, the date

         8       of this email, of that sort of proposal being mooted even

         9       humorously?

        10       A.   Correct.

        11

        12       Q.   Can you recall any other mechanism which was discussed

        13       at the time as an option?

        14       A.   No, I cannot.

        15

        16       Q.   When Mr Hogan writes in this email "to use Maritime

        17       agents", do you know to whom he was referring?

        18       A.   I understood that to be the Iraqi agents.

        19

        20       Q.   So he has two options.  One is to pay money to the

        21       Iraqi agents, and the next one is to pay the vessel owners'

        22       account; is that right?

        23       A.   Correct.

        24

        25       Q.   Did you have any additional options in your mind at

        26       the time?

        27       A.   No, I did not.

        28

        29       Q.   You've mentioned a meeting at which Mr Ingleby was

        30       present.  Do you recall now any other meetings - be it in

        31       June or July or later in 1999 - at which these sorts of

        32       issues were discussed?

        33       A.   I can't recall any specific meeting.

        34

        35       Q.   Is it your recollection that you had a number of

        36       meetings from time to time where these sorts of issues were

        37       discussed; is that right?

        38       A.   Correct.

        39

        40       Q.   These were fairly flexible and ad hoc meetings; is

        41       that correct?

        42       A.   Correct.

        43

        44       Q.   I had before exhibit 9 confidential exhibit 47C,

        45       EXH.0001.0055.  Can I return to that document.  You say in

        46       the first paragraph that you thought the best means was to

        47       arrange to refund the trucking charges to Iraq and you had
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         1       arranged with various ship owners to handle this on behalf

         2       of AWB Limited.  Had you discussed within your section of

         3       AWB and those who reported to you the best means to

         4       undertake this process?  In other words, was it a process

         5       which you undertook by yourself, or did you involve those

         6       who worked under you, so to speak?

         7       A.   Within my chartering area?

         8

         9       Q.   Yes.

        10       A.   I would have discussed it with them, yes, with the

        11       people who I felt were the most experienced - not everybody

        12       within the chartering area.

        13

        14       Q.   Can you recall who those persons were?

        15       A.   Certainly Michael Alexander I would have discussed it

        16       with.

        17

        18       THE COMMISSIONER:   Q.   Mr Rowland?

        19       A.   Yes, I would have discussed it with him also.

        20

        21       MR CONDON:   Q.   Ms Gatto?

        22       A.   No, Ms Gatto was more involved at an operational

        23       level.

        24

        25       THE COMMISSIONER:   Q.   Did you discuss it with anyone

        26       from the pool?

        27       A.   Not at that - at that time there was only - not within

        28       the chartering discussion.  I wouldn't have discussed it

        29       with anybody in the pool.

        30

        31       MR CONDON:   Q.   You say in the second paragraph:

        32

        33            I have arranged with the various shipowners

        34            to handle this on behalf of AWB Limited.

        35

        36       Before you had taken that step, had you got the permission

        37       of someone else within AWB?

        38       A.   That was already given sometime earlier in the

        39       discussions we had with Officer and Ingleby, and those

        40       earlier meetings were by - I was given authority or

        41       instruction to proceed further.

        42

        43       Q.   When you contacted the ship owners, what did you say

        44       to them, in broad terms, about what you were proposing?

        45       A.   In broad terms, I would have asked them to - I would

        46       have said to them we need to arrange for fees to be paid on

        47       to a third party, would they have a difficulty with this -
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         1       something along those lines.

         2

         3       Q.   What happened if someone expressed a difficulty?

         4       A.   It would have really depended upon what the difficulty

         5       was.

         6

         7       Q.   Do you recall any shipping company saying to you that

         8       this is a breach of UN sanctions?

         9       A.   All the companies that I spoke with were all concerned

        10       of Iraq market in particular and UN sanctions.  I'm not

        11       saying - I'm not sure if they actually knew what the

        12       sanctions were about, but the word "Iraq" was not something

        13       they liked.

        14

        15       Q.   So in the course of these conversations, when you

        16       broached the subject with the shipping companies, did they

        17       raise concerns with you about the impact on sanctions, or

        18       their being a breach of sanctions?

        19       A.   Not directly - indirectly they would have raised

        20       concerns did this breach sanctions or did this breach any

        21       UN problems.

        22

        23       Q.   What did you say to them when they raised those

        24       concerns with you?

        25       A.   I said to them there would be no issues.

        26

        27       Q.   How could you give that assurance, Mr Watson?

        28       A.   Because in the earlier meetings that we had in the

        29       earlier days I was told to go and do that, even by my

        30       superiors at the time, that that was the arrangement that

        31       was going to be put in place.

        32

        33       Q.   So what you told them was not the truth; is that

        34       right?

        35       A.   That is correct.

        36

        37       Q.   The Commissioner asked you about the pool.  Can I ask

        38       you to look at the paragraph which begins "I therefore

        39       would suggest", and the following five lines.  Your email

        40       makes it plain, does it not, that the pool will need to be

        41       debited for the amount of the agreed freight and the

        42       required trucking charges?

        43       A.   Correct.

        44

        45       Q.   Did you at some stage go to the pool and tell them

        46       what was being proposed?

        47       A.   I did not.
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         1

         2       Q.   Do you know who did within AWB?

         3       A.   No, I do not know who actually went to them.

         4

         5       Q.   When the Commissioner asked you this question, "Did

         6       you discuss it with anyone from the pool", your answer was:

         7

         8            Not at that - at that time there was only -

         9            not within the chartering discussion, I

        10            wouldn't have discussed it with anybody in

        11            the pool.

        12

        13       Did you discuss it later with people from the pool?

        14       A.   I do not recall if I discussed personally with anyone

        15       within the pool, no.

        16

        17       Q.   Can I take you then, please, to MAE.0002.0060, which I

        18       believe is exhibit 242 in another form.  I ask you to read

        19       that document to yourself, please.  Could I take you to the

        20       second paragraph.  I'm conscious that this is Mr Emons'

        21       communication to you, but he refers to reasons which are

        22       obvious.  At the time you read that email, did you

        23       understand him to be referring to breaching UN sanctions?

        24       A.   Correct.

        25

        26       Q.   Thinking back now, can those words bear any other

        27       meaning, at least so far as you're concerned?

        28       A.   No.

        29

        30       Q.   Then in the following sentence Mr Emons says as

        31       follows:

        32

        33            Our contract which complies with the tender

        34            document details approved by the UN does

        35            not specify how this payment will be

        36            undertaken.  As a result of this we

        37            requested of Zuhair that he supply us with

        38            suitable bank details to facilitate this

        39            payment.

        40

        41       As I read those sentences, Mr Watson, Mr Emons doesn't

        42       appear to be suggesting that the terms of the contract be

        43       amended to disclose this new process.  Is that how you

        44       understood it at the time?

        45       A.   I did.

        46

        47       Q.   To the best of your recollection, leaving aside what
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         1       Mr Owen later said about going to the UN, was there any

         2       proposal you can recall by which these payments would be

         3       disclosed to the UN?

         4       A.   Not that I was aware of.

         5

         6       Q.   Can I take you back to the first paragraph.  Mr Emons

         7       says:

         8

         9            I needed to resolve quickly the amendments

        10            that we have requested with L/C and the

        11            payment of the trucking cost as per our

        12            contract back to the IGB.

        13

        14       Do you understand why Mr Emons said that resolution had to

        15       be achieved quickly?

        16       A.   I can't recall why they would have to resolve it

        17       quickly.

        18

        19       Q.   Can I just break the chronology for a moment and take

        20       you back to something you said in your supplementary

        21       declaration of 12 January 2006.  I'll just read out the

        22       particular sentence.  This is paragraph 9:

        23

        24            During the whole of 1999 and into 2000

        25            there was a lot of pressure on the

        26            marketing and sales division of AWB's

        27            business to increase the sales of wheat, in

        28            general, and the business with Iraq in

        29            particular.

        30

        31       In fairness, I should bring that page up.  It's

        32       WST.0001.0177.  By all means, read paragraph 9 on that page

        33       and the following page.

        34       A.   I would agree with that, and I'd like to also add that

        35       part of the pressure on marketing, and I've forgotten what

        36       the other word was that I used there.

        37

        38       Q.   The marketing and sales division I think you used.

        39       A.   And also on the shipping program as well.

        40

        41       Q.   I want to ask you about that pressure.  In what form

        42       did it take?  How was the pressure imposed?

        43       A.   On the shipping or --

        44

        45       Q.   On your division, to begin with?

        46       A.   There was a build-up of demurrage issues starting to

        47       take place which had a huge impact on my time and
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         1       chartering's time in general.

         2

         3       Q.   What about the sales division, what sort of pressure

         4       was imposed upon the sales division?

         5       A.   Their pressure was to sell more wheat.

         6

         7       Q.   Who was it within the organisation that was exerting

         8       this pressure?

         9       A.   I couldn't say if any one person would be exerting

        10       that pressure.  In general, there was pressure to sell - to

        11       do business and keep it going.

        12

        13       Q.   Can I return to the chronology and take you to

        14       exhibit 243, AWB.5056.0157.  Can I ask you to read that

        15       document.  I think you respond by exhibit 109,

        16       AWB.5057.0063.  I take it by your response that you were

        17       supporting the proposal to use the shipping companies as a

        18       conduit for payment to Iraq; is that correct?

        19       A.   That is correct.

        20

        21       Q.   Apart from Mr Owen, you have raised these queries.  Do

        22       you now recall any time when anyone else within AWB

        23       questioned what you were doing or proposing to do?

        24       A.   No.

        25

        26       Q.   Can I take you, please, to exhibit 108, MAE.0001.0015.

        27       You'll see, if you scroll down the page to Mr Owen's email

        28       which appears at the bottom, and then scroll up the page,

        29       that Mr Emons is responding to the same email to which you

        30       have responded, albeit later in the day.

        31       A.   Yes.

        32

        33       Q.   Can I take you to Mr Emons' response.  He says against

        34       the paragraph numbered 5:

        35

        36            The UN is an unnecessary complication and

        37            would delay the current contracts by some 3

        38            to 6 months.  Are you prepared to wear the

        39            storage and finance costs?

        40

        41       Speaking with your chartering hat on, what sort of cost

        42       would be entailed by a delay of three to six months?

        43       A.   I wouldn't be able to answer that question other than

        44       outside of the shipping.  I would not know what the storage

        45       and finance costs were for delaying.

        46

        47       Q.   That was something which fell within the shipping
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         1       department, was it?

         2       A.   That particular aspect would have fallen within the

         3       sales department.

         4

         5       Q.   Sorry, the sales department.  The paragraph numbered 4

         6       refers to a presidential decree.  Do you recall that being

         7       discussed in any of the meetings you had at this particular

         8       time?

         9       A.   I can't recall the words "presidential decree".

        10

        11       Q.   The email is marked "Re:  Private and Confidential".

        12       What did those words entail at this time when these emails

        13       were being written?

        14       A.   It was not for general circulation.

        15

        16       Q.   Circulation outside who?

        17       A.   Outside the core group, which was building up at this

        18       stage, those people directly involved in this Iraqi

        19       trucking situation.  That would be about all.

        20

        21       Q.   When you left AWB at the end of 2000 is it your

        22       recollection that the emails I've taken you to were left on

        23       your system?

        24       A.   I had no reason to think otherwise.

        25

        26       Q.   Yes.  In other words, you took no steps to delete the

        27       sorts of emails I've been taking you to this morning from

        28       your system; is that correct?

        29       A.   Correct.

        30

        31       Q.   We've heard within this Commission about Project Rose

        32       and Project Water, inquiries taken by AWB in 2003.  Did

        33       anyone from AWB ever contact you --

        34       A.   No.

        35

        36       Q.   -- to ask for your information?

        37       A.   No.

        38

        39       Q.   Can I take you, please, to exhibit 116, AWB.0136.0642.

        40       Mr Watson, I appreciate that you are not identified as a

        41       recipient; it's simply addressed to the AWB.  Do you recall

        42       seeing this facsimile at the time?

        43       A.   I can't recall seeing that fax.

        44

        45       Q.   Nonetheless, you recall seeing from time to time

        46       various telexes from the Grain Board of Iraq chasing up

        47       payments and matters of that kind; is that correct?
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         1       A.   That is correct.

         2

         3       Q.   Was it your understanding that those telexes or

         4       facsimiles were sent because of the fact that it was

         5       ultimately the IGB or some other Iraqi company that would

         6       be receiving the moneys?

         7       A.   It was.

         8

         9       Q.   Can I take you, please, to the document MFW.0001.0012.

        10       Mr Watson, I don't wish to ask you about the details of the

        11       shipment here, although you would recognise Pretty Ruby as

        12       one of the vessels that was plying trade with Iraq.  The

        13       name Varoojan Krikor that appears, that name is familiar to

        14       you, I suggest, because he was a person nominated in the

        15       protective agency agreement as the contact person for Alia;

        16       is that correct?  I'll show you exhibit 135.

        17       A.   He was - whether I knew he was at that time or I came

        18       to know later, he was a port agent in Umm Qasr.

        19

        20       Q.   And he later was a person nominated under the

        21       protective agency agreement which the AWB entered into with

        22       Alia; is that correct?

        23       A.   Correct.

        24

        25       Q.   I just wanted to ask you about what appears underneath

        26       his name.  He says:

        27

        28            Best regards

        29            Varoojan Krikor

        30            ISCWT Basra

        31

        32       Did you understand him to have any connection with the

        33       ISCWT at that time?

        34       A.   I can't recall if his name was known to me beforehand

        35       or afterwards.  If I did not know his name under the

        36       protective agency agreement, I would have naturally assumed

        37       him to be the Basra person.

        38

        39       MR CONDON:   Can I tender that.

        40

        41       THE COMMISSIONER:   I'll mark it as a confidential exhibit

        42       other than the words "Thanks/best regards Varoojan Krikor

        43       ISCWT Basra", and the date, which is 11 November 1999.  Is

        44       there anything else you require?

        45

        46       MR CONDON:   No, thank you, Commissioner.

        47



            .27/2/06 (35)              3417     M F WATSON (Mr Condon)

                            Transcript produced by ComputerReporters

�









         1       THE COMMISSIONER:   It will be confidential exhibit 143.

         2

         3       EXHIBIT #143C DOCUMENT IN REGARD TO VAROOJAN KRIKOR,

         4       BARCODED MFW.0001.0012

         5

         6       MR CONDON:   Q.   Mr Watson, can I take you to exhibit 118,

         7       MAE.0001.0026.

         8

         9       THE COMMISSIONER:   I think perhaps the previous paragraph

        10       should be included in the public aspect.

        11

        12       MR CONDON:   Yes, I accept that, Commissioner.

        13

        14       THE COMMISSIONER:   I'll include in the public area from

        15       this exhibit the words "Cargo (42000 MT wheat in bulk)

        16       required oncarriage to consignees warehouses cost being

        17       USD 504,000 - (at USD 12. - Per ton) please liaise with AWB

        18       and advise method payment enabling us do needful."

        19

        20       MR CONDON:   Q.   Do you recall what action you took in

        21       light of that telex?

        22       A.   Sorry, say again?

        23

        24       Q.   Do you recall what action you took in response to this

        25       communication?

        26       A.   I would have checked with the accounts to see if this

        27       money had been paid, paid to the owners.

        28

        29       Q.   Who was your point of contact in accounts?

        30       A.   I actually didn't have one.

        31

        32       Q.   Well, when you said you checked with accounts, who

        33       would you go to in accounts to check?

        34       A.   I would have asked one of my staff to check for me.

        35

        36       Q.   Thank you.  Can I go back to MAE.0001.0026.  I ask you

        37       to read that email to yourself.  Do you recall there being

        38       any conversations around this particular issue?

        39       A.   I do recall that we were having one vessel arriving

        40       very shortly and there was some urgency that the fees - if

        41       the trucking fees had not been paid the vessel would be

        42       delayed, and that was my primary concern.

        43

        44       Q.   Why would the vessel be delayed if the trucking fees

        45       had not been paid?

        46       A.   My understanding was that if those fees were not paid

        47       before the vessel's arrival, they would not be discharged.
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         1

         2       Q.   Was that a position adopted by the IGB?

         3       A.   It was.

         4

         5       Q.   Do you recall there being any discussions with you and

         6       other people in the AWB office about this particular issue?

         7       A.   This particular issue, or, sorry, the issue of money

         8       not arriving before the ships?

         9

        10       Q.   Either.

        11       A.   There were - I can't recall specific conversations on

        12       that, but there were discussions.

        13

        14       Q.   Can you recall who was involved in those discussions?

        15       A.   Again, it would have been - not exactly, I can't

        16       recall exactly who was there at those discussions.  My

        17       understanding would have been the so-called core team would

        18       have been involved.

        19

        20       Q.   In the third paragraph of this email Mr Emons says to

        21       you of Zuhair:

        22

        23            He understands that we can't pay Iraq

        24            direct but he says he wants to tell me

        25            personally when I see him how it should all

        26            operate.

        27

        28       Was it your understanding that payment could not be made

        29       directly because of the effect of the UN sanctions?

        30       A.   It was.

        31

        32       Q.   Can I take your attention to the second-last

        33       paragraph.  Was it your understanding at the time that

        34       Mr Emons was concerned that a direct payment may be

        35       perceived as breaching UN sanctions?

        36       A.   It was.

        37

        38       Q.   Was it also your concern at the time?

        39       A.   It was a concern of the core group.

        40

        41       Q.   When you say "concern of the core group", was that

        42       issue discussed within the core group in conversations at

        43       the time?

        44       A.   Yes.

        45

        46       Q.   Do you now recall any particular discussion involving

        47       particular people, or not?
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         1       A.   I do not.

         2

         3       Q.   Could I take you to a letter you wrote to

         4       Mr Othman al-Absi on 7 December 1999, AWB.0089.0309.  Have

         5       you read that letter?

         6       A.   Yes.

         7

         8       Q.   I think, in fairness, I should show you a letter which

         9       Alia wrote of 27 October, AWB.0087.0012.  Alia's letter of

        10       27 October is not addressed to you.  Do you recall seeing

        11       it?

        12       A.   I can't recall seeing that specific one.

        13

        14       Q.   When you wrote the letter of 7 December - I'll ask you

        15       to go back to that, 0089.0309 - did you have before you any

        16       documents from Alia which expressed Alia's terms and

        17       conditions?

        18       A.   I can't recall if I had any documents from them in

        19       particular.

        20

        21       Q.   So at the time was it your position that the only

        22       letter which governed what I might call loosely the

        23       relationship between AWB and Alia was your letter of

        24       7 December 1999?

        25       A.   It seems to be the only letter I wrote, yes.

        26

        27       Q.   In the normal case, if AWB was contracting with a

        28       trucking company to provide trucking services, it would

        29       have been a much fuller letter setting out in detail terms

        30       and conditions; is that right?

        31       A.   Correct.

        32

        33       Q.   There would have been, for example, issues of

        34       insurance dealt with; is that correct?

        35       A.   Correct.

        36

        37       Q.   Is it the case that we find no reference in this

        38       letter to those sorts of matters because it was your belief

        39       that these moneys were simply being charged by the IGB?

        40       A.   Correct.

        41

        42       Q.   And that you had no direct contractual relationship

        43       with Alia?

        44       A.   Correct.

        45

        46       Q.   And it was your belief at all times that the moneys

        47       being paid to Alia would go back to the IGB?
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         1       A.   It was.

         2

         3       MR CONDON:   Can I tender as an exhibit Mr Watson's letter

         4       of 7 December 1999.

         5

         6       THE COMMISSIONER:   That's 0089.0309?

         7

         8       MR CONDON:   Yes, Commissioner.

         9

        10       EXHIBIT #429 LETTER FROM MR WATSON TO MR OTHMAN AL-ABSI,

        11       DATED 7/12/1999, BARCODED AWB.0089.0309

        12

        13       MR CONDON:   Q.   I think, just so I understand this, you

        14       say in relation to Mr Emons' evidence, exhibit 427, you

        15       believed that it had been agreed with Zuhair that AWB

        16       wouldn't actually be responsible for providing the trucking

        17       and that AWB would simply be responsible for making the

        18       payments to the Iraqis?

        19       A.   Correct.

        20

        21       THE COMMISSIONER:   Is 0087.0012 an exhibit?

        22

        23       MR CONDON:   I'm told it's exhibit 113.

        24

        25       Q.   Can I take you, please, to exhibit 146, AWB.0136.0592.

        26       Do you recall receiving that particular telex?

        27       A.   I cannot recall seeing that particular telex, no.

        28

        29       Q.   Is it typical of the sorts of telexes you received

        30       from the IGB from time to time?

        31       A.   It was.

        32

        33       Q.   Did it confirm your view that the IGB had an interest

        34       in ensuring that the trucking fees were paid?

        35       A.   It did.

        36

        37       Q.   And did it confirm your view that it had that interest

        38       because it was the ultimate recipient of the moneys or some

        39       other Iraqi agency was the recipient of the moneys?

        40       A.   That is correct.

        41

        42       Q.   Can I take you now to early 2000 and exhibit 126,

        43       MAE.0003.0063.  Do you have before you a copy of your

        44       summary of topics in relation to Mr Emons' transcript?

        45       A.   I do.

        46

        47       Q.   Can I take you, please, to page 7 against the entry
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         1       1930.  I want to ask you some questions about how this

         2       issue arose.  Can you tell the Commissioner what your

         3       recollection is about how this issue arose, in terms of

         4       your concerns about the code of conduct?

         5       A.   I didn't attend that meeting, whenever it was, and I

         6       recall sending Coral to the meeting and for her to tell me

         7       what it was all about, because I didn't particularly want

         8       to go to it - not because it was a code of conduct meeting

         9       but because I was involved elsewhere.

        10

        11       Q.   What were your concerns before this meeting about the

        12       proposed code of conduct?

        13       A.   My concerns were that it appeared that - I use the

        14       words - the "senior management" were wanting to make

        15       individuals more liable for their actions and indemnifying,

        16       for want of a better word, senior management from those

        17       actions.

        18

        19       Q.   Did you have any concerns arising from what had been

        20       happening in relation to Iraq?

        21       A.   I certainly did not want to be seen to be left out if

        22       anything went wrong with Iraq in terms of the future, if

        23       you like, I did not want to be left out or unprotected in

        24       any shape or form.

        25

        26       Q.   Does it follow that as at early February 2000 one of

        27       the concerns you had related to your role in the

        28       implementation of payments to Iraq?

        29       A.   It was.

        30

        31       Q.   Did you express those concerns to other people within

        32       AWB in the context of the impending code of conduct?

        33       A.   I expressed them to Nigel and also to Mark.

        34

        35       Q.   Did you then ask Coral Allen to go as your

        36       representative, so to speak, to attend the meeting?

        37       A.   I asked Coral to go and let me know what was

        38       discussed.

        39

        40       Q.   Can I ask you to look at the fourth paragraph about

        41       Mr Emons raising concerns.

        42       A.   Yes.

        43

        44       Q.   At the time did you understand that one of the trading

        45       activities Mr Emons raised concerns about was AWB's

        46       dealings with Iraq?

        47       A.   I would have taken that to mean that, yes.
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         1

         2       Q.   What did Mr Emons say to you after this meeting?

         3       A.   I can't recall his exact words, but he would have

         4       agreed with that.

         5

         6       Q.   Sorry, I missed that answer?

         7       A.   I can't recall his exact words, but he also would have

         8       agreed with that view that I had.

         9

        10       Q.   Who was Mr McKeown?

        11       A.   I think he was the company secretary.

        12

        13       Q.   Do you know if there was a meeting --

        14       A.   No, I don't, no.

        15

        16       Q.   You know there wasn't a meeting or you don't know

        17       either way?

        18       A.   I did not know if there was a meeting.

        19

        20       Q.   Can I take you to the paragraph beginning "General

        21       discussion took place relating to past conduct".  I know

        22       you weren't at the meeting, I don't want you to speculate

        23       what that sentence may deal with, but did you have any

        24       knowledge at the time yourself of what that note referred

        25       to, or not?

        26       A.   No, I did not.

        27

        28       Q.   How did the code of conduct issue resolve itself?

        29       A.   I don't know.

        30

        31       Q.   Can I take you, please, to AWB.0203.0004.  I ask you

        32       to read that document to yourself, please.  Having read

        33       that document, can you think of any reason why you

        34       approached Pac Rim, Mr Kudelka, to do what the letter

        35       contemplates, other than avoiding UN sanctions?

        36       A.   No.

        37

        38       Q.   Did you show that letter to anyone before that letter

        39       was written or sent?

        40       A.   I can't recall if I gave a copy to anybody.

        41

        42       Q.   I must say the letter doesn't spell out what you knew

        43       at the time, does it?  Can I draw your attention to the

        44       third-last paragraph.

        45       A.   No, it does not.

        46

        47       Q.   It was the IGB who required the moneys to be paid at
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         1       the time; is that correct?

         2       A.   That is correct.

         3

         4       Q.   Was there some reason you did not so state that in the

         5       letter?

         6       A.   Yes, because we knew that would not be correct - that

         7       would not be - we were trying to keep IGB's involvement

         8       quiet.

         9

        10       Q.   Was that something which was discussed within the core

        11       group?

        12       A.   It was.

        13

        14       Q.   Do you recall discussions occurring at around this

        15       time - that is, February 2000 - about that issue?

        16       A.   It was discussed earlier.

        17

        18       Q.   Yes.  I want to ask you about this letter.  Where

        19       would it have been filed in the ordinary course?

        20       A.   It would have been filed within the chartering area,

        21       in the box file.  I can't recall what location.

        22

        23       Q.   Did you file all these letters, or cause them to be

        24       filed, I should say --

        25       A.   Say again, sorry?

        26

        27       Q.   Did you cause the letters which I've taken you to and

        28       this one in that normal file?

        29       A.   I would have either put it in there myself or asked

        30       someone to do it for me.

        31

        32       Q.   So the correspondence which I've taken you to was all

        33       available to anyone within AWB had he or she been so minded

        34       to look at the file; is that correct?

        35       A.   Correct.

        36

        37       MR CONDON:   Could I tender that.

        38

        39       THE COMMISSIONER:   Yes.  That will be exhibit 430.

        40

        41       EXHIBIT #430 LETTER FROM MR WATSON TO MR KUDELKA

        42       OF PAC RIM, BARCODED AWB.0203.0004

        43

        44       MR CONDON:   Q.   Could I take you, please, to

        45       AWB.0087.0042.  Can I take you to your response of

        46       20 February, AWB.0001.0087.  Do you recall the telephone

        47       conversation to which you refer in your letter of
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         1       20 February?

         2       A.   No, unfortunately I do not.

         3

         4       Q.   Do you recall the circumstances in which these letters

         5       came into existence?

         6       A.   I can't recall that letter.

         7

         8       Q.   Could I ask you this:  was the role of Alia ever the

         9       subject of negotiation with Alia, or was it a requirement

        10       imposed by the IGB?

        11       A.   A requirement imposed by the IGB.

        12

        13       Q.   If you go back to Alia's letter of 10 February, it

        14       nominates remission of the trucking costs to

        15       Hardy Agents Ltd, HSBC, 1 Queens Central, Hong Kong.  Can

        16       you think of any reason why a Jordanian company would have

        17       a Hong Kong bank account, or not?

        18       A.   I never inquired as to why that would be the case.

        19

        20       MR CONDON:   Can I tender those two letters as one exhibit,

        21       if it's convenient, commissioner.

        22

        23       EXHIBIT #431 LETTER FROM ALIA DATED 10/2/2000, BARCODED

        24       AWB.0087.0042, AND MR WATSON'S RESPONSE DATED 20/2/2000,

        25       BARCODED AWB.0001.0087

        26

        27       MR CONDON:   Q.   Mr Watson, can I take you to a letter of

        28       6 March 2000, being exhibit 11, AWB.0087.0076.  Can you

        29       read that document to yourself?  Have you now read the

        30       document?

        31       A.   Yes.

        32

        33       Q.   Can you please bring up, monitor, AWB.0158.0390.

        34       Mr Watson, I appreciate that the email bears the date

        35       03/04/2000.  I don't know if that is the American system of

        36       dating or perhaps the Australian system of dating.  Can you

        37       read the email to yourself?  Perhaps we can go to the next

        38       page, thank you.  It may be that your letter of 6 March

        39       follows from the communication referred to in an email I've

        40       just shown you.  Nonetheless, in your letter of 6 March you

        41       refer to discussions and reaffirm certain points of

        42       agreement concerning Ronly, do you not?

        43       A.   Correct.

        44

        45       Q.   Before you wrote that letter - that is, your letter of

        46       6 March to Ronly - did you show it to anyone within AWB?

        47       A.   I showed that letter - I showed that letter to both
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         1       Nigel and Mark.

         2

         3       Q.   Nigel Officer and Mark Emons; is that correct?

         4       A.   Yes.

         5

         6       Q.   When you sent it, was a copy kept on the file to which

         7       you referred earlier?

         8       A.   It should have been.

         9

        10       Q.   Can you go to the second page of the 6 March letter.

        11       It's 0077.  You'll see on the right-hand side there's some

        12       handwriting diagonally across the page, something "OK".  Do

        13       you know whose handwriting it is?

        14       A.   I can't recognise it.

        15

        16       Q.   If you go back to the first page of the letter, can

        17       you think now of any reason, apart from evading sanctions,

        18       that AWB wanted to enlist Ronly to make the inland trucking

        19       fees?

        20       A.   No.

        21

        22       Q.   Why was it agreed that 20 cents per metric tonne be

        23       paid to Ronly?

        24       A.   I do not know how that 20 cents came into existence.

        25

        26       Q.   Was that negotiated with you?

        27       A.   No, it was not.

        28

        29       Q.   Do you know who negotiated it?

        30       A.   No, I do not.

        31

        32       Q.   Were you aware that any fee was being charged by

        33       Ronly, or paid to Ronly?

        34       A.   For me to put that letter together, I was told - I

        35       would have been told that fee.

        36

        37       Q.   Can you recall by whom?

        38       A.   It would have been either Nigel or Mark.  I do not

        39       recall if it was one or the other.

        40

        41       MR CONDON:   Commissioner, is that a convenient time?

        42

        43       THE COMMISSIONER:   Yes.  I'll take a short adjournment.

        44

        45       SHORT ADJOURNMENT

        46

        47       MR CONDON:   Q.   Mr Watson, I would like to return to the
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         1       issue we left at morning tea - namely, the payment of

         2       20 cents per metric tonne to Ronly.  On a related topic,

         3       could I bring up AWB.0042.0263.  You'll see in line 5

         4       "Overhead for trucking charge" and there is a figure there

         5       identified.  Could I take you, please, also to

         6       AWB.0042.0336.  You'll see - I won't read out the metric

         7       tonnage - there's a tonnage identified multiplied by US$12,

         8       multiplied by 0.5 per cent.  In the ordinary course, would

         9       these documents have come to your department?

        10       A.   Yes, they would.

        11

        12       Q.   In the ordinary course, would these documents have

        13       come to your attention within the department?

        14       A.   Not always.

        15

        16       Q.   Sometimes?

        17       A.   Sometimes.

        18

        19       Q.   Do you know how it came to pass that the entity which

        20       issued the debit notes you've seen came to charge a fee

        21       called overhead, and in the second invoice calculated it at

        22       5 per cent of $12?

        23       A.   In the course of reaching the agreement with various

        24       owners to pay, they would have - they said that they would

        25       require to cover their own costings to arrange this unusual

        26       method of payment.

        27

        28       Q.   Did you agree to that?

        29       A.   I would have done.

        30

        31       Q.   Did that money come ultimately out of the pool to

        32       permit these payments to be made?

        33       A.   It would.

        34

        35       MR CONDON:   Can I tender as confidential exhibits the two

        36       documents of 8 December and 15 December 1999.

        37

        38       THE COMMISSIONER:   Yes.

        39

        40       EXHIBIT #144C TWO HYUNDAI MERCHANT MARINE DEBIT NOTES,

        41       DATED RESPECTIVELY 8/12/1999 AND 15/12/1999 AND BARCODED

        42       RESPECTIVELY AWB.0042.0263 AND AWB.0042.0336

        43

        44       MR CONDON:   Q.  Again, can I suggest to you, Mr Watson,

        45       that you can think of no reason why companies such as the

        46       one I've just shown you engaged upon that activity at the

        47       request of AWB except to avoid scrutiny against the UN
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         1       sanctions?

         2       A.   Correct.

         3

         4       Q.   Can I take you to a letter that Pac Rim wrote on

         5       15 March 2000, AWB.0203.0001.  Have you now read that

         6       document?

         7       A.   I have.

         8

         9       Q.   Do you recall Mr Ingleby or someone from his office

        10       giving you a copy of that letter?

        11       A.   I recall receiving the letter from them, from Pac Rim.

        12       I do not know who gave it to me.

        13

        14       Q.   When you say receiving a letter from Pac Rim, is that

        15       the same letter which is now on the screen?

        16       A.   It is.  Sorry, if I could clarify that?

        17

        18       Q.   Of course.

        19       A.   I received a letter from Pac Rim - not from Pac Rim

        20       directly but from internally at AWB.

        21

        22       Q.   Can you recall who within AWB gave it to you?

        23       A.   I cannot.

        24

        25       Q.   Do you recall there being any discussion about what

        26       Mr Ingleby had been asked to confirm in that letter?

        27       A.   Yes, I can.

        28

        29       Q.   Can you please give details of that conversation?

        30       A.   I took this letter to Nigel and I had a meeting in

        31       Nigel's office together with Mark Emons and we discussed

        32       this letter in detail, given the fact that it went to the

        33       heart of what AWB was trying to avoid, and Nigel called

        34       Paul Ingleby down to that meeting whereby he joined the

        35       meeting and we fully discussed all aspects of the letter

        36       and the response that would be given to Pac Rim.

        37

        38       Q.   I know this took place a little less than six years

        39       ago, but can you assist the Commission in identifying the

        40       topics at least that were discussed on that occasion?

        41       A.   The topic that was discussed was the fact that

        42       somebody was making inquiries as to payments that AWB was

        43       trying to disguise for the trucking.

        44

        45       Q.   What was discussed in the course of that particular

        46       meeting?

        47       A.   How best to respond to the letter.
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         1

         2       Q.   Yes.

         3       A.   It was - a letter was drafted within that meeting in

         4       response to this letter, which Paul Ingleby signed in that

         5       meeting, and that letter was sent back, I believe, to

         6       Pac Rim.

         7

         8       Q.   So your recollection is that Mr Ingleby was called

         9       down, there was a discussion, a letter was drafted in the

        10       course of that meeting and signed by Mr Ingleby in the

        11       course of that particular meeting?

        12       A.   Correct.

        13

        14       MR CONDON:   I'll tender now, if it's convenient,

        15       Commissioner, the Pac Rim letter of 15 March 2000.  I think

        16       perhaps it should be a confidential exhibit at this

        17       juncture.

        18

        19       EXHIBIT #145C LETTER FROM PAC RIM TO MR P INGLEBY,

        20       DATED 15/3/2000, BARCODED AWB.0203.0001

        21

        22       MR CONDON:   Q.   Just on that letter, the concern that you

        23       said went to the heart of the issue, so to speak, was that

        24       expressed in the second-last paragraph:

        25

        26            We would appreciate your confirmation of

        27            same as well as confirmation that all such

        28            wheat contracts and requirements thereto,

        29            including such fees are sanctioned by the

        30            United Nations and approved by Australian

        31            Government.

        32

        33       A.   That is correct.

        34

        35       Q.   Can I take you to the response we have from

        36       Mr Ingleby, that is of 16 March, AWB.0203.0003 --

        37

        38       THE COMMISSIONER:   It's an exhibit, is it not?

        39

        40       MR CONDON:   It's exhibit 33C, Commissioner.

        41

        42       Q.   Read that to yourself, please, Mr Watson.  Was that

        43       the letter you say was drafted and signed in the course of

        44       that particular meeting?

        45       A.   To the best of my recollection, yes.

        46

        47       Q.   Had you seen that letter before I showed it to you a
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         1       few moments ago - since March 2000?

         2       A.   I recall seeing it in my confidential hearing.

         3

         4       Q.   I want to understand this clearly.  Paragraph 1 of the

         5       letter of 16 March says as follows:

         6

         7            All wheat contracts between Australia and

         8            Iraq are approved by the United Nations and

         9            the Australian Government.

        10

        11       Did you appreciate at the time that whilst the contracts

        12       might be approved, the mechanism which AWB had employed had

        13       never been disclosed to the United Nations?

        14       A.   Correct.

        15

        16       Q.   And at the time - that is, 16 March - did you also

        17       understand that the mechanism by which these payments were

        18       to be made had not been disclosed to the Australian

        19       Government?

        20       A.   I was not aware of any discussion that would have

        21       taken place with the Australian Government on that basis.

        22

        23       Q.   So when this letter of 16 March was drafted, it was

        24       drafted in your presence, was it?

        25       A.   It was.

        26

        27       Q.   What was set out was an agreed text, so to speak?

        28       A.   As per - that text as per the discussion, yes.

        29

        30       Q.   To say the least, then, the paragraph numbered 1 is

        31       not a fully frank explanation of the position, is it?

        32       A.   No.

        33

        34       Q.   Do you know if the letter of 16 March was shown to

        35       anyone else within the AWB before it was sent, or after it

        36       was sent?

        37       A.   I do not know.

        38

        39       MR CONDON:   Commissioner, that exhibit is a confidential

        40       exhibit.  I see, frankly, no reason why it should remain a

        41       confidential exhibit.

        42

        43       THE COMMISSIONER:   Mr Judd?

        44

        45       MR JUDD:   No.

        46

        47       THE COMMISSIONER:   That will become exhibit 432, formerly



            .27/2/06 (35)              3430     M F WATSON (Mr Condon)

                            Transcript produced by ComputerReporters

�









         1       confidential exhibit 33.

         2

         3       EXHIBIT #432 RESPONSE TO PAC RIM FROM MR INGLEBY, DATED

         4       16/3/2000, BARCODED AWB.0203.0003, FORMERLY EXHIBIT 33C

         5

         6       MR CONDON:   Q.   Could I just go back to the Pac Rim

         7       letter, AWB.0203.0001, confidential exhibit 145C.  I'd like

         8       your assistance, please, about the contents of the

         9       third-last paragraph, which refers to US$13.50.  I

        10       appreciate that the Iraqis had, on your evidence, charged

        11       US$12 per metric tonne.  Could I take you to the wheat

        12       contract, which I think is referred to in that letter,

        13       AWB.0203.0019.  You'll see it's an Australian Wheat Charter

        14       Contract 1990 between AWB as the charterer and the Atlantic

        15       and Orient Shipping Company as the Australian owners.

        16

        17       Q.   Can I take you, please, to addendum number 2,

        18       AWB.0203.0029.  You'll see that there's a signature above

        19       the handwritten words "AWB (Australia) Limited".  Is that

        20       your signature?

        21       A.   It is.

        22

        23       Q.   Can you explain the function of the US$1.50 payment?

        24       A.   I cannot recall why that is there.  My concern, if you

        25       like, at the time, or throughout the time, was to ensure

        26       that the trucking fees were paid to Iraq and the freight

        27       payments went to the owners.

        28

        29       MR CONDON:   Can I tender the Wheat Charter 1990, together

        30       with the addenda, AWB.0203.0019 through to 0041 as a

        31       confidential exhibit.

        32

        33       EXHIBIT #146C AUSTRALIAN WHEAT CHARTER CONTRACT 1990

        34       AND ADDENDA, BARCODED AWB.0203.0019

        35

        36       MR CONDON:   Q.   I've taken you to Mr Ingleby's letter of

        37       16 March, which contained the statement, "All wheat

        38       contracts between Australia and Iraq were approved by the

        39       United Nations and the Australian Government".  After that

        40       letter was written, do you recall if Pac Rim was used

        41       thereafter as a conduit for payments to the Iraqis?

        42       A.   I cannot recall if they were used after that time or

        43       not.

        44

        45       Q.   Was there a reluctance to use Pac Rim after he had

        46       made that inquiry?

        47       A.   Not to my recollection, no.
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         1

         2       Q.   Do you recall if any other shippers or carriers made

         3       similar inquiry of AWB?

         4       A.   If they did, within the written form or whatever, I

         5       was not aware of it.

         6

         7       Q.   Can I take you to confidential exhibit 36C,

         8       EXH.0001.0053.  Mr Watson, can you read that document for

         9       the record?  It's a bit faint.

        10       A.   I can make out a couple of words, but I can't make out

        11       the entire document.

        12

        13       Q.   Can I give it a go and if you disagree let me know:

        14

        15            Please instruct agents in Basra that we do

        16            not need to be threatened --

        17

        18       THE COMMISSIONER:   "To stop vessels from sailing".

        19

        20       MR CONDON:   Q.   --

        21

        22            to stop vessels from sailing unless

        23            trucking fees received.

        24

        25       Does that accord with your reading of the document?

        26       A.   I can read through that, yes.

        27

        28       Q.

        29

        30            As discussed in our office, please ensure

        31            that any discussion concerning trucking --

        32

        33       something, "trucking fees" --

        34

        35       THE COMMISSIONER:   "trucking/" - it's either AWB or Alia,

        36       I'm not sure which, "trucking fees".  Can we blow that up?

        37

        38       MR CONDON:   Q.

        39

        40            should be sent only repeat only from your

        41            office in Jordan to either myself or Mark

        42            Emons.

        43

        44       Do you agree with that?

        45       A.   Yes.

        46

        47       Q.
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         1

         2            Home fax - not by telex to AWB office and

         3            not from Basra

         4

         5       Do you agree with that?

         6       A.   Yes.

         7

         8       Q.

         9

        10            Kindly ensure that agents Basra instructed

        11            accordingly.

        12

        13       A.   Yes.

        14

        15       Q.   And then there's something I can't read:

        16

        17            Can you please send the invoice for

        18            protective agency fees covering vessels to

        19            date - I will then arrange remittance.

        20

        21       A.   I can see that, yes.

        22

        23       Q.

        24

        25            I am sending you via fax

        26            A:  appointment letter

        27            B:  wording of 2 letters to cover trucking

        28            fees.

        29

        30       Do you agree with that?

        31       A.   Yes.

        32

        33       Q.

        34

        35            I will send the above from my home fax and

        36            please reply to my home fax.

        37

        38       Do you agree with that?

        39       A.   I do.

        40

        41       Q.

        42

        43            Thanks and best regards Michael Watson.

        44

        45       And I can't read the balance.

        46

        47       THE COMMISSIONER:   It's a telex number.
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         1

         2       MR CONDON:   And it appears to be dated at the bottom

         3       25 March 2000.  Can you see that, or not?

         4       A.   Not clearly.

         5

         6       Q.   Mr Watson, does this telex represent, as you

         7       understood it, a threat on the part of the IGB to prevent

         8       vessels from sailing unless the trucking fees were

         9       received, or a response on your part to such a threat, I

        10       should say?

        11       A.   It seems to indicate - I'm not - it does seem to mean

        12       that, yes.

        13

        14       Q.   Again, did that confirm your view that it was an Iraqi

        15       body that was receiving the trucking fees?

        16       A.   It did.

        17

        18       Q.   Can I ask why you asked the recipient of this telex

        19       not to respond by telex to AWB office and to communicate

        20       with your home facsimile?

        21       A.   The system at the time in AWB chartering, I can't

        22       recall if AWB chartering actually used a telex machine.

        23       The fax machine, from memory, that was in the office was

        24       open, or was - could be seen by everybody.  It was on the

        25       office floor.

        26

        27       Q.   Why would that have been a concern to you?

        28       A.   From the very onset of this arrangement it was

        29       stressed to us by management to keep this matter

        30       confidential.  As a consequence of that, we went to great

        31       lengths to try to ensure that.

        32

        33       Q.   When you say it was stressed by management --

        34       A.   Sorry, I should have said by my management, by Nigel

        35       in particular.

        36

        37       Q.   You say Mr Officer in particular.  Who else stressed

        38       that upon you, stressed that to you, I should say?

        39       A.   It was brought up most times in the management

        40       meetings or the core group meetings of the need for

        41       confidentiality when talking about this particular issue of

        42       trucking.  The one I would take reference from would have

        43       been Nigel at the time.

        44

        45       Q.   When you say "Nigel at the time", was that

        46       communicated during a management group meeting?

        47       A.   It was.
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         1

         2       Q.   Who attended those meetings?

         3       A.   The core group would have certainly attended those

         4       meetings.  If the meetings were wider than that, in terms

         5       of a management meeting or a marketing meeting, then other

         6       members from the international marketing floor would also

         7       attend.

         8

         9       Q.   I just want to get clear in my mind, if I could, this:

        10       you said that the need for confidentiality was stressed in

        11       the context of these particular meetings.  I would like to

        12       know who generally attended these management group meetings

        13       or the core group meetings.  Do you mean the same personnel

        14       by reference to those two notions, or were they two sorts

        15       of meetings?

        16       A.   The core group meeting would consist of Nigel, Mark

        17       and myself, Dom if he was around - Dom Hogan.  Graham Owen

        18       wasn't necessarily - he was in the early stages of the

        19       meetings and not necessarily at all what I would call the

        20       day-to-day coalface meetings.  They would be the typical

        21       people who would attend.

        22

        23       Q.   You mentioned also management teams having meetings.

        24       Was that team larger than the core group?

        25       A.   Yes, the management team meetings would typically

        26       include people from the Middle East desk and also the

        27       South-East Asia desk and myself from chartering.

        28

        29       Q.   Did it include any other members of middle or senior

        30       management of the AWB?

        31       A.   From time to time in those bigger meetings, if I can

        32       call it that way, senior management - people from senior

        33       management would have attended.

        34

        35       Q.   Like who?

        36       A.   The MD could have dropped in on some of the meetings

        37       from time to time.

        38

        39       Q.   But who are those people, the additional people who'd

        40       turn up from time to time?

        41       A.   Phil Hughes would have attended.  I believe

        42       Darryl Borlase would have attended.  From the South-East

        43       Asia desk maybe - I'm just trying to recall who was on the

        44       South-East Asia desk at the time.  I can't recall the

        45       people on the South-East Asia desk.

        46

        47       Q.   Is it your evidence that the need for confidentiality
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         1       was discussed at these larger management meetings?

         2       A.   It is.

         3

         4       Q.   You mentioned confidentiality.  I want to get clear in

         5       my mind what you're talking about.  Am I right in thinking

         6       that AWB's dealings with Iraq were discussed quite openly

         7       amongst the IS&M group, to your knowledge?

         8       A.   It was.

         9

        10       Q.   And that you attended meetings, be they formal or

        11       informal, arranged or ad hoc, where these sorts of issues

        12       were discussed?

        13       A.   In general terms, yes.  When it became more focused,

        14       then it wouldn't have been discussed at those bigger

        15       meetings.

        16

        17       Q.   Is it your evidence that you'd also discuss openly

        18       within your chartering division the sorts of matters we've

        19       been discussing here this morning?

        20       A.   Yes, it would be.

        21

        22       Q.   Mr Watson, can I take you to a letter you wrote to

        23       Mr al-Absi on 1 April 2000, AWB.0001.0077.

        24

        25       MR CONDON:  I should say, Commissioner, I see no reason for

        26       confidential exhibit 36C to remain confidential, that was

        27       Mr Watson's telex.

        28

        29       MR JUDD:   If I could read it, I could respond.

        30

        31       THE COMMISSIONER:   As read?

        32

        33       MR JUDD:   As read, no, we have no difficulty.

        34

        35       THE COMMISSIONER:   I'll mark confidential exhibit 36C as

        36       exhibit 433.

        37

        38       EXHIBIT #433 TELEX FROM MR WATSON, BARCODED EXH.0001.0053,

        39       FORMERLY CONFIDENTIAL EXHIBIT 36C

        40

        41       MR CONDON:   Q.   Mr Watson, have you now read the letter

        42       of 1 April 2000?

        43       A.   Yes.

        44

        45       Q.   Can you recall who it was who informed you that the

        46       trucking fee would be US$15 per metric tonne?

        47       A.   It would have been Mark.
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         1

         2       Q.   Was it your understanding that he was communicating a

         3       request passed on to him about the IGB?

         4       A.   Correct.

         5

         6       Q.   I'll check if that's been tendered, Commissioner.  I

         7       don't have a note of it being tendered.  I'm told not.

         8

         9       THE COMMISSIONER:   It will become exhibit 434.

        10

        11       EXHIBIT #434 LETTER FROM MR WATSON TO MR AL-ABSI,

        12       DATED 1/4/2000, BARCODED AWB.0001.0077

        13

        14       MR CONDON:   Q.   Could I ask that exhibit 127 be brought

        15       up, please, AWB.0138.0349.  Can I ask you to read that

        16       document to yourself, please.  Can you recall anything that

        17       Mr Emons said to you about his discussion with Mr Flugge?

        18       A.   Nothing I can add to that particular email.

        19

        20       Q.   You don't recall a discussion you had with Mr Flugge?

        21       A.   I was not aware - I was not there.

        22

        23       Q.   Did you in turn speak to Mr Flugge at any stage about

        24       trucking fees?

        25       A.   No.

        26

        27       Q.   Can I take you, please, to the last line of

        28       paragraph 1.  You talk about "US or CWB friends" - sorry,

        29       Mr Emons is speaking about this.  Were you aware by this

        30       stage of a complaint that had been made by the Canadian

        31       Wheat Board?

        32       A.   I can't recall if I heard the complaint.  I knew or I

        33       had heard that the CWB were interested in Iraq business.

        34

        35       Q.   You deal with this in exhibit 427, which is your

        36       summary of topics upon which you might give confirmatory

        37       evidence in respect of Mr Emons' evidence.  Do you have

        38       that document with you still?

        39       A.   I do.

        40

        41       Q.   Can I ask you to go to page 6, please.  Can I ask you

        42       to look at the entry against 1915/1916, MFW.0002.0006.  You

        43       refer firstly to being reminded by Mr Officer that, given

        44       the Canadian inquiries, it was essential to keep the method

        45       by which the trucking payments were made confidential.  Was

        46       it Mr Officer from whom you learnt about the complaint, or

        47       the inquiries, to use your language?  I'm sorry, I'm
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         1       reminded it's 0007.  Mr Watson, was it from Mr Officer that

         2       you learnt about the Canadian inquiry?

         3       A.   It would have been either Mr Officer or Mark who

         4       advised me that, or told me that, there were Canadians

         5       looking at this business, yes.

         6

         7       Q.   What did you learn from what either Mr Emons or

         8       Mr Officer had said to you about the nature of the inquiry?

         9       A.   The Canadians - what I was told was the Canadians were

        10       trying to find out how the trucking fees were being paid

        11       and Nigel went on to stress that this is one of the reasons

        12       why we had to ensure confidentiality.

        13

        14       Q.   Did Mr Officer or Mr Emons or anyone else from AWB

        15       tell you how that inquiry had been dealt with within AWB?

        16       A.   No.

        17

        18       Q.   Well, how did you think it had been resolved, if at

        19       all?  I'm talking about the Canadian inquiry.

        20       A.   I didn't put my mind to it any further.  All my

        21       concern was was my shipping program.

        22

        23       Q.   Was this an issue that was discussed in the larger

        24       management group meetings which we have heard from you

        25       about?

        26       A.   It was discussed in general terms that the Canadians

        27       were making inquiries, yes.

        28

        29       Q.   Do you have a recollection that in about March or

        30       after March 2000 the Canadian inquiry was discussed at

        31       these larger meetings?

        32       A.   I can't recall in detail.  My memory is a bit vague on

        33       that one.  In brief terms, I believe it was.

        34

        35       Q.   In other words, you recall there being discussion at

        36       these larger group meetings about the Canadian inquiry?

        37       A.   Yes.

        38

        39       Q.   Do you recall what was said in the course of those

        40       meetings, to the extent that you have any recollection?

        41       A.   My only recollection was that the Canadians were

        42       trying to understand how AWB was making these - structuring

        43       arrangements to Iraq, because they couldn't do it and it

        44       was keeping them out of doing business into Iraq.

        45

        46       Q.   Do you recall there being any discussion about how AWB

        47       was dealing with it in the context of DFAT or the United
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         1       Nations?

         2       A.   No, I do not.

         3

         4       Q.   Do you recall there being any discussion about the

         5       Canadian inquiries with Mr Flugge or anyone else on the

         6       higher management of AWB?

         7       A.   I do not recall that, no.

         8

         9       Q.   Could I have, please, confidential exhibit 32C,

        10       AWB.0048.0009.  Am I right in thinking that by this

        11       facsimile you informed Pac Rim of the increase in the

        12       inland transportation rate?

        13       A.   Correct.

        14

        15       Q.   Do you see the words "no addcom on trucking".  What's

        16       that a reference to, please?

        17       A.   Typically in freight rates for shipping there is

        18       what's called an address commission on ocean freight, or

        19       things like that, and address commission normally goes back

        20       to the person paying the freight.

        21

        22       Q.   Is the thrust of this letter that there's no address

        23       commission on that part of the rate that's attributable to

        24       the inland trucking fee?

        25       A.   That is correct.

        26

        27       Q.   Can I take you to exhibit 136, MAE.0001.0084.  Again,

        28       Mr Watson, did that confirm as at May 2000 your

        29       understanding that the trucking fee was to be paid to an

        30       Iraqi entity?

        31       A.   It does.

        32

        33       Q.   That is because the State Company for Water Transport,

        34       an Iraqi body, was demanding settlement of the remaining

        35       10 per cent; is that correct?

        36       A.   That's correct.

        37

        38       Q.   I had raised with you earlier today the issue about

        39       the code of conduct.  Can I take you, please, to

        40       AWB.0262.0071.  Can I apologise for the quality.  Can I

        41       supply you a hard copy, which may be perhaps just a little

        42       easier to read.  Can I take you to the bottom email.  That

        43       is from Miss Sachak, sent at 4.08.  Do you recall the

        44       circumstances in which an indemnity to an employee came to

        45       be discussed in May of 2000?

        46       A.   No, I do not.

        47
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         1       Q.   Can I take you to Ms Wilson's email, sent at I think

         2       4.59pm on 18 May.  You are one of the recipients.  Can you

         3       help me with the other names - Mr Dewan, who was he?

         4       A.   Sorry, is that under the - the first one?

         5

         6       Q.   The top one.  Ms Wilson was responding to Ms Sachak.

         7       A.   Is it before Mark Emons?

         8

         9       Q.   Correct.

        10       A.   Tim Dewan.

        11

        12       Q.   Where was he located?

        13       A.   He was the manager for the South-East Asia desk and he

        14       sat physically a few feet away from Mark.

        15

        16       Q.   Ms Hale?

        17       A.   Catherine Hale, she was - I believe her title was

        18       business manager for international marketing.

        19

        20       Q.   Mr Jeffery?

        21       A.   I believe he was in the quality area.

        22

        23       Q.   Is it Mr Tony Kerr?

        24       A.   Tony Kent.

        25

        26       Q.   Where was he?

        27       A.   I think he worked together with Campbell Jeffery.

        28

        29       Q.   Then there's a gentleman whose Christian name is

        30       Dennis - Dennis Meagher perhaps?

        31       A.   I think it is Dennis Meagher.  He was in the Hong Kong

        32       office.  I believe, or I think he was manager of the Hong

        33       Kong office based in Hong Kong.

        34

        35       Q.   Then if I direct your attention to the third line,

        36       Simon Burgess.

        37       A.   Simon Burgess I believe at that time was on the

        38       South-East Asia desk with Tim Dewan.

        39

        40       Q.   Glen Gibbins?

        41       A.   He should also be on the South-East Asia desk with

        42       Tim Dewan.

        43

        44       Q.   Ms Spencer?

        45       A.   She also was on the same desk as Tim Dewan.

        46

        47       Q.   Then there's someone Buck?
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         1       A.   Todd Buck.

         2

         3       Q.   Todd Buck.

         4       A.   I'm not sure if he was in the Hong Kong office at that

         5       time.

         6

         7       Q.   And Peter someone?

         8       A.   It looks like Peter McKeown.

         9

        10       Q.   Do you recall Mr Officer drafting this response or

        11       discussing this particular matter?

        12       A.   No, I do not.

        13

        14       Q.   We cannot find a response to Ms Wilson's email.  Do

        15       you recall how this issue was resolved?

        16       A.   I can't recall reading this email.

        17

        18       Q.   Well, it was copied to you.

        19       A.   I agree.  I can see that here, but I can't recall

        20       actually reading it.

        21

        22       Q.   What Mr Officer is asking through his secretary,

        23       Ms Wilson, is that people need to know whether AWB will

        24       identify individuals and are the directors exposed in any

        25       way through current business practices?  Now, at the time

        26       you would have had in mind, I suggest, had you seen this

        27       email, what was happening in Iraq, and it's clear that

        28       Mr Officer, from what you've told us, was involved in the

        29       position with Iraq.  Can you explain why he sent that

        30       email, or how it was resolved?

        31       A.   No, I cannot.

        32

        33       MR CONDON:   I tender that email, Commissioner, or those

        34       two emails.

        35

        36       EXHIBIT #435 TWO EMAILS, ONE FROM MISS SACHAK, SENT AT 4.08

        37       AND ONE FROM MS WILSON, SENT AT 4.59PM ON

        38       18/5/2000 BARCODED AWB.0262.0071

        39

        40       MR CONDON:   Q.   Can I take you, please, to exhibit 137,

        41       AWB.5040.0255.  Can I direct your attention to the

        42       email you wrote with Mr Emons to Mr Officer.  You say in

        43       that email that you had met with the

        44       Transport Co/Protective Agent and also Iraqi Trade

        45       Commissioner.  Do you have any recollection of having a

        46       meeting or more than one meeting with those people, or not?

        47       A.   Typically on a trip like that there would have been
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         1       more than one meeting.  I cannot recall each meeting in

         2       particular, but there would have been more than one

         3       meeting.

         4

         5       Q.   Can I direct your attention to items 3 and 4.  Can you

         6       recall who told you the information which you record in

         7       those particular paragraphs?

         8       A.   I can't recall which individual would have said that.

         9

        10       Q.   Would you have prepared this email shortly after the

        11       meetings?

        12       A.   Within one or two days, yes, of it.

        13

        14       Q.   Was it your understanding as at late May 2000 that it

        15       was the minister who was controlling the movement of trucks

        16       to and from Umm Qasr?

        17       A.   I would, yes.

        18

        19       Q.   Do you recall that email being discussed at all when

        20       you returned to AWB?

        21       A.   There was general discussion - I do recall general

        22       discussion in particular regarding the actual lack of

        23       spares and maintenance and the purchase of these

        24       vacuvators.

        25

        26       Q.   Do you recall there being discussion about the two

        27       points I've directed your attention to - items 3 and 4?

        28       A.   Not in particular - not in general terms, no.

        29

        30       Q.   You wrote an email - confidential exhibit 39C,

        31       AWB.5058.0273 - on 2 June.  Could we have that brought up,

        32       please.  You will see that on page 1 you refer to meetings

        33       and the people with whom you met.  Could I ask the monitor

        34       to go through to 0275.  You'll see item 7 at the top about

        35       DG Yousif.  He was the Director-General of the IGB, was he

        36       not?

        37       A.   He was.

        38

        39       Q.   Then in item 13 there's a somewhat longer passage I'd

        40       like you to look at.  Just so it's clear in my mind at this

        41       stage, as at June 2000 demurrage was one of the most

        42       important issues on your agenda; is that right?

        43       A.   That's correct.

        44

        45       Q.   Was it a matter of crucial importance to the AWB?

        46       A.   It certainly was.  It was an area of a lot of

        47       discussion.
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         1

         2       Q.   Do you recall what Zuhair said to you about the

         3       reduction of a trucking fee?

         4       A.   I can't remember his words, but in general terms he

         5       acknowledged the fact that we were - had a lot of demurrage

         6       issues and he was seeing what he could do to reduce the fee

         7       to help us.

         8

         9       Q.   Was one of the options he canvassed the reduction of

        10       the trucking fee?

        11       A.   It was.

        12

        13       Q.   Can I make this statement for your comment:  if Alia

        14       was in fact providing trucking fees, how could Zuhair make

        15       a promise to reduce the trucking fee that he would receive?

        16       I invite your comment about that proposition.  Sorry, if

        17       Alia was providing the trucking - I'll state it again.  Can

        18       I suggest to you that what Zuhair was proposing was

        19       inconsistent with any notion that Alia was in truth

        20       providing trucking services to AWB.

        21       A.   I would agree with that comment.

        22

        23       Q.   That is because what Zuhair was proposing involved a

        24       reduction of moneys that would, if Alia was providing a

        25       service, be otherwise paid to Alia; is that correct?

        26       A.   That is correct.

        27

        28       Q.   You'll see under the heading "Future Strategy" it is

        29       proposed that a meeting be arranged with Mr Watson,

        30       Mr Emons, Mr Officer and Mr Laskie; do you see that?

        31       A.   Yes.

        32

        33       Q.   Can I take you to an email MAE.0002.0121.  Your email

        34       was written on 2 June, and on 6 June you write this email,

        35       saying, "Robin Beaumont will be joining us for our

        36       discussion today on Iraq at 1400 hrs" and asking of Stu

        37       "where have you booked".  Can I ask you to look at the

        38       recipients of the email - Mr Geary, Ms Scales,

        39       Mr Richardson and Mr Emons.  Does that email relate to the

        40       meeting which you had said in your earlier email of 2 June

        41       was to be arranged "at initial stage upon return to discuss

        42       above issues and resolve same"?

        43       A.   I believe this meeting with Robin Beaumont and Peter

        44       Geary would have been more to do with the demurrage issue.

        45

        46       Q.   Well, the demurrage issue had caused problems which

        47       you had put to Zuhair, had you not?
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         1       A.   We did, yes.

         2

         3       Q.   One of the solutions that Zuhair had proposed was the

         4       reduction of the trucking fee?

         5       A.   It was.

         6

         7       Q.   And the meeting which you refer to in your email of

         8       6 June you say relates to demurrage issues.

         9       A.   (Witness nods).

        10

        11       Q.   What I would like to know is, in the context of that

        12       meeting, scheduled for 2pm on 6 June, was there any

        13       discussion on that occasion about the proposal to reduce

        14       trucking fees?

        15       A.   I can't recall if that discussion would have taken

        16       place.  What is confusing me a little bit is that initial

        17       email that was sent went to Nigel Officer.

        18

        19       Q.   Yes.

        20       A.   Whereas this one Nigel is not there.

        21

        22       Q.   Yes.  Well, Mr Officer was shortly to leave AWB at

        23       this time, so just take that into account.  If you return

        24       to my question:  is it your recollection that a meeting

        25       took place, first of all, as the email foreshadows?

        26       A.   It is my recollection, yes.

        27

        28       Q.   Do you recall that the persons nominated - that is,

        29       Mr Geary, Ms Scales, Mr Richardson, Mr Emons and

        30       Mr Beaumont - attended it?

        31       A.   Correct.

        32

        33       Q.   That's your recollection?

        34       A.   Yes.

        35

        36       Q.   Do you say that demurrage issues were discussed on

        37       that particular occasion; is that correct?

        38       A.   Yes.

        39

        40       Q.   Is it your recollection that, in the context of that

        41       discussion, someone there - be it Mr Emons or you or

        42       someone else - referred to the issue that Mr Zuhair Daoud

        43       had foreshadowed; that is, a reduction of the trucking fee?

        44       A.   It is, yes.

        45

        46       Q.   And you recall that being tabled as a particular

        47       option on that particular occasion; is that right?
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         1       A.   Sorry, can you repeat that?

         2

         3       Q.   You recall that being tabled as one of the options

         4       Zuhair had proposed during your trip to Iraq; is that

         5       right?

         6       A.   That is correct.

         7

         8       Q.   Do you recall what discussion took place about that

         9       particular option?

        10       A.   No, I do not.  My memory on those meetings was more

        11       about the demurrage issues and what was ongoing at that

        12       time.

        13

        14       MR CONDON:   Commissioner, the email of 6 June is

        15       confidential exhibit 1C.  I see no reason why it should not

        16       be made a public exhibit.

        17

        18       THE COMMISSIONER:   No, it will become exhibit 436.

        19

        20       EXHIBIT #436 EMAIL FROM MR WATSON DATED 6/6/2000,

        21       BARCODED MAE.0002.0121, PREVIOUSLY PART OF EXHIBIT 1C

        22

        23       MR CONDON:   Q.   Could I take you, Mr Watson, to

        24       confidential exhibit 40C, AWB.5058.0246.  Can I ask you to

        25       read, please, Mr Richardson's email sent to Ms Scales,

        26       Mr Watson, to you, Mr Emons and copied to Mr Geary.  Have

        27       you now read that document?

        28       A.   Yes.

        29

        30       Q.   You will see that you allocate a number of tasks as a

        31       result of that meeting.  Does that now refresh your

        32       recollection about what was discussed at that meeting, or

        33       not?

        34       A.   Not at that particular meeting.  What I am seeing

        35       there was part of the ongoing meetings that were happening

        36       on a more regular basis to do with the demurrage issues and

        37       the discussions taking place between the pool and

        38       chartering.

        39

        40       Q.   Do you recall those discussions were the subject of a

        41       number of meetings at this particular time?

        42       A.   This was a very stressful time, yes.

        43

        44       Q.   Do you recall attending those meetings yourself from

        45       time to time?

        46       A.   I was most likely involved with all those meetings on

        47       a regular - at all times.
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         1

         2       Q.   Do you recall Zuhair's option of reducing the trucking

         3       fees being discussed at one or more of those meetings?

         4       A.   I cannot say with certainty if in my presence they

         5       were.

         6

         7       MR CONDON:   Commissioner, that's a confidential exhibit.

         8       I think it should remain a confidential exhibit in light of

         9       its terms.

        10

        11       THE COMMISSIONER:   Yes.

        12

        13       MR CONDON:   Q.   Can I take you, Mr Watson, to

        14       AWB.5079.0223.  Mr Watson, do you recall what the change in

        15       requirement was which is referred to in the fourth

        16       paragraph of that particular email?

        17       A.   I cannot recall what prompted that change, no.

        18

        19       MR CONDON:   Commissioner, I tender that email, but I would

        20       ask that the account details under the name "Tse Yu Hong

        21       Metal Limited" be kept confidential.

        22

        23       THE COMMISSIONER:   Yes, that will become exhibit 437.  I

        24       make a direction that the account details referred to on

        25       that email be not published.

        26

        27       EXHIBIT #437 EMAIL FROM MR WATSON TO MAX LANGHAM

        28       DATED 6/3/2000, BARCODED AWB.5079.0223

        29

        30       MR CONDON:   Q.   Can we bring up AWB.0087.0432.  Was that

        31       an email you wrote, Mr Watson, after your return from Iraq?

        32       A.   I believe it is.

        33

        34       MR CONDON:   I tender it as a confidential exhibit,

        35       Commissioner.

        36

        37       EXHIBIT #147C EMAIL WRITTEN BY MR WATSON AFTER HIS RETURN

        38       FROM IRAQ, BARCODED AWB.0087.0432

        39

        40       MR CONDON:   Q.   On the same day Mr Emons wrote a file

        41       note.  Could I have brought up AWB.0176.0024.  Would you

        42       read the memo to yourself, and I direct your attention to

        43       the first paragraph on the second page.  Have you now read

        44       that, Mr Watson?

        45       A.   I have.

        46

        47       Q.   Do you recall seeing that document at about the time
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         1       it was prepared?

         2       A.   I cannot recall seeing that document.

         3

         4       Q.   Does it nonetheless record accurately what was

         5       discussed on the occasion of your trip to Iraq?

         6       A.   In general terms, I'd have to say yes.

         7

         8       Q.   In particular, does it record accurately what was

         9       discussed in the first paragraph on page 2?

        10

        11       THE COMMISSIONER:   First or second?

        12

        13       MR CONDON:   Q.   The first on page 2.  Is that an accurate

        14       description of what occurred?

        15       A.   Yes, it is.

        16

        17       Q.   What about the second paragraph on page 2, is that an

        18       accurate description of what occurred?

        19       A.   I can't recall having lunch with him.

        20

        21       Q.   Do you recall having a meeting with Dr Zuhair?

        22       A.   I do.

        23

        24       Q.   Do you recall at that meeting words being said of the

        25       kind there set out in Mr Emons' file note?

        26       A.   I can recall - the words "enjoyed periods of

        27       considerable earnings of dispatch" seem to ring a bell.

        28

        29       MR CONDON:   Commissioner, that's a confidential exhibit.

        30       I see no reason why it can't be marked as a public exhibit.

        31

        32       THE COMMISSIONER:   Yes.  What is the confidential exhibit

        33       number?

        34

        35       MR CONDON:   1, I'm told.

        36

        37       THE COMMISSIONER:   It will become exhibit 438.

        38

        39       EXHIBIT #438 FILE NOTE WRITTEN BY MR EMONS DATED 13/6/2000,

        40       BARCODED AWB.0176.0024, FORMERLY PART OF EXHIBIT 1C

        41

        42       MR CONDON:   Q.   Can I take you to the Iraq brief of

        43       June 2000, being confidential exhibit 35, AWB.5033.0325.

        44       Do you recall that being a document you helped write?

        45       A.   No.

        46

        47       Q.   Could I bring you to July 2000, AWB.0088.0143.  Can
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         1       you tell me, please, what Brave Maritime Corp Inc. did?

         2       A.   Brave Maritime were a ship owner we used from time to

         3       time.

         4

         5       Q.   You used that ship owner to make the payments to Iraq;

         6       is that correct?

         7       A.   Sometimes we did.  I can't recall how many shipments

         8       they did.

         9

        10       MR CONDON:   I tender that document as a public exhibit.

        11       I seek to make confidential the bank details under "Tse Yu

        12       Hong Metal Limited".

        13

        14       THE COMMISSIONER:   Yes. That will be exhibit 439.  I make

        15       a non-publication order in relation to the banking details.

        16

        17       EXHIBIT #439 FAX FROM MR WATSON TO GEORGE LEVENTIS

        18       DATED 25/7/2000, BARCODED AWB.0088.0143

        19

        20       MR CONDON:   Mr Leventis replied on the same day.  Can I

        21       have AWB.0158.0440.  Do you recall receiving that response,

        22       Mr Watson?

        23       A.   I recall it only for the reason that it says "New

        24       Building Aframax", so that sticks in my mind.

        25

        26       MR CONDON:   I tender that document as a public exhibit,

        27       although I seek to have confidential the names of the two

        28       vessels referred to in the third-last paragraph, beginning

        29       "as far as our invoices are concerned".

        30

        31       THE COMMISSIONER:   Yes, that will be exhibit 440.  There

        32       will be a non-publication order in relation to the vessel

        33       names.

        34

        35       MR CONDON:   I also note there's a vessel in the third

        36       paragraph, Mr Commissioner.

        37

        38       THE COMMISSIONER:   Yes.

        39

        40       EXHIBIT #440 LETTER FROM MR GEORGE LEVENTIS TO MICHAEL

        41       WATSON DATED 25/7/2000, BARCODED AWB.0158.0440

        42

        43       MR CONDON:   Q.   Can I take you, please, to exhibit 287,

        44       AWB.0138.0380.  It appears that having corresponded with

        45       Mr Leventis on the same day Mr Stott sends an email to you,

        46       amongst others, about amending the Iraq freight payment

        47       arrangements in the way he stipulates.  It seems that what
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         1       happened came a bit out of the blue; is that right?

         2       A.   To amend the freight payments?

         3

         4       Q.   Yes.

         5       A.   Yes, that is correct.

         6

         7       Q.   On the one hand you're corresponding with Mr Leventis,

         8       on the other hand, on the same day, Mr Stott gives you

         9       these instructions.  Can you recall the background to how

        10       Mr Stott came to write this email?  Did he discuss it with

        11       you before he sent it?

        12       A.   Mr Stott came in to the office sometime in June and

        13       had a meeting with me in terms of what was going on in

        14       general terms.

        15

        16       Q.   Who was present at that particular meeting?

        17       A.   He walked round to the chartering area - I think he

        18       was being introduced and walked round to the chartering

        19       area, whereby he was introduced to me and had a brief

        20       meeting with me asking what we did, basically, and he had a

        21       very strong interest in Iraq, from memory.

        22

        23       Q.   What did he say about Iraq which gave you to think

        24       that he had such a strong interest?

        25       A.   He wasn't - he wasn't really interested in the other

        26       markets that we were talking about.  He was just interested

        27       in Iraq and how we were doing business there.

        28

        29       Q.   Did he ask you that question --

        30       A.   Yes.

        31

        32       Q.   -- as to how you were doing business?

        33       A.   Yes, I gave him a very brief overview in terms of what

        34       we did and how we did it, expressly making concern - I

        35       expressly told him about the mechanisms in place that AWB

        36       had come up with to make the trucking payments.

        37

        38       Q.   I just want to explore that last answer that you told

        39       him expressly about the trucking payments that were being

        40       made.  Can you recall the substance of what you said to

        41       him?  Did you mention Ronly or the other shipping

        42       companies, for example?

        43       A.   I mentioned that, because of the issues with Iraq, we

        44       were having to - and the transportation fees, we had to

        45       make these payments through third parties, and I mentioned

        46       the word "Ronly".  I also mentioned ship owners in the same

        47       breath, because as far as I was concerned both were linked
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         1       together.  I recall that he was somewhat - I'm looking for

         2       the correct word - interested in the use of Ronly.

         3

         4       Q.   You have to help me with the word "interested".  What

         5       did he say about Ronly?

         6       A.   He asked why Ronly was being used as opposed - and the

         7       reason that sticks in my mind is because he was not really

         8       asking about the ship owners.

         9

        10       Q.   What answer did you give to his inquiry about Ronly?

        11       A.   I said the management had decided to - I actually

        12       recall stepping back a pace and said the management had

        13       decided sometime ago to make payments through third parties

        14       for the trucking fees to Iraq.  At that early day it was

        15       ship owners being involved, but Ronly had become involved

        16       sometime early 2000 as well as another - as a further

        17       mechanism to pay these fees and distance itself from the

        18       actual payments.

        19

        20       Q.   What did he say in response to your statement?

        21       A.   He said we have to have a meeting at the further

        22       stage, which we duly did - I can't remember, I think it was

        23       a couple of days later, but I can't remember exactly when.

        24

        25       Q.   We have Mr Stott's email of 25 July 2000 on the

        26       screen.  Did a meeting take place before or after 25 July?

        27       A.   The meeting took place before 25 July.

        28

        29       Q.   Who was present at the meeting?

        30       A.   Sorry, I'm just trying to recollect when the meeting

        31       took place sometime before.  I'm trying to picture the

        32       meeting itself so I can try to picture who was there.

        33

        34       Q.   I'd like you to take your time.  Do you now have any

        35       better idea about when the meeting took place in the

        36       context of Mr Stott's email of 25 July?

        37       A.   I'm reasonably certain the meeting took place after

        38       that initial meeting with me, which, as I said, was

        39       sometime in June.  It would have taken place a couple of

        40       days later.

        41

        42       Q.   Can you picture in your mind's eye where the meeting

        43       took place?

        44       A.   I believe it took place in one of the small meeting

        45       rooms that we had.

        46

        47       Q.   Who was present on that occasion?
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         1       A.   I believe Rex Lister in particular was there, mainly

         2       because we were also talking about the demurrage issue and

         3       Rex was - ended up being put in charge or heading up the

         4       core team of people to look after demurrage.  That meeting

         5       was in actual fact not only to discuss Ronly but to discuss

         6       the Iraq issue in particular and demurrage aspects and how

         7       to move forward, if you like, in terms of how to manage

         8       that demurrage issue.

         9

        10       Q.   Well, putting to one side Mr Stott, Mr Lister and you,

        11       who else was present?

        12       A.   I can't recall precisely, but I think Robin Beaumont

        13       may have also been there.

        14

        15       Q.   Can you recall the substance of what was discussed on

        16       that particular occasion?

        17       A.   Certainly the demurrage issue was the focus of - a lot

        18       of attention was spent on the demurrage issue and also the

        19       payment mechanisms were discussed and the reasons why they

        20       were discussed.

        21

        22       Q.   Well, I just want to try to tax your memory, if I can,

        23       about the payment mechanism.  Was Mr Stott for or against

        24       it?

        25       A.   He was adamant that payments could be made directly

        26       rather than going through third parties.

        27

        28       Q.   Did he explain why?

        29       A.   He said something to the effect - again, sorry, I

        30       can't recall the exact words - he said something to the

        31       effect it wasn't necessary to have third party involvement,

        32       payments could be made to Jordan without any problems.

        33

        34       Q.   Do you recall who responded by way of a counter

        35       argument, for want of a better term, or not?

        36       A.   I know I responded in some excitement, because, (a) I

        37       didn't want this issue any more, it was causing me huge

        38       headaches and huge problems, so there was some excitement

        39       that if I could be not involved any further than this I'd

        40       be quite happy with the idea.  I also expressed surprise

        41       that after all the effort that had been put into putting

        42       these mechanisms and the thought process behind it, it was

        43       suddenly being overturned.  But he was taking up the role

        44       of manager for the Middle East, so I was happy that if he

        45       wanted to make this decision, I had no problem with it.

        46

        47       Q.   Do you recall there being a discussion about sanctions
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         1       in the course of that particular meeting?

         2       A.   Only from - I probably - I cannot recall precisely,

         3       but I do recall - sorry, I do recall I did mention I

         4       thought there was still an issue with the sanctions.  This

         5       is why we were still using third parties.

         6

         7       Q.   When you say an issue with the sanctions, did you

         8       describe - I just want to know the substance - I know you

         9       can't recall exactly what was said, it's some years ago,

        10       but --

        11       A.   I went back and said the reason these mechanisms were

        12       put in place was because of the UN sanctions, and therefore

        13       I was surprised that suddenly these were no longer an

        14       issue.

        15

        16       Q.   How did Mr Stott respond to that proposition?

        17       A.   Again, I can't remember his exact words, but he didn't

        18       seem to have any problem with it.

        19

        20       Q.   Do you recall Mr Beaumont adding to these discussions?

        21       A.   No, Beaumont's interest was overall, but more

        22       primarily focused on again the demurrage issue.

        23

        24       Q.   What about Mr Lister?

        25       A.   No, Lister was waiting for his task of organising the

        26       demurrage project.

        27

        28       MR CONDON:   Commissioner, I note the time.  Is that a

        29       convenient time?

        30

        31       THE COMMISSIONER:   Yes.  We'll adjourn until 2 o'clock.

        32

        33       LUNCHEON ADJOURNMENT

        34

        35

        36

        37

        38

        39

        40

        41

        42

        43

        44

        45

        46

        47
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         1       UPON RESUMPTION:

         2

         3       MR CONDON:   Q.   Mr Watson, before lunch, you mentioned

         4       you had attended some meetings with Mr Beaumont.  Can

         5       I have, please, exhibit 423 - AWB.0194.0013.  That is a

         6       diagram of the corporate structure of AWB as at late 2000.

         7       Does it accurately record your relationship with

         8       Mr Beaumont and Mr Beaumont's standing within the

         9       organisation?

        10       A.   It does.

        11

        12       Q.   Was it your understanding that Mr Beaumont reported to

        13       Mr Lindberg?

        14       A.   He did.

        15

        16       Q.   Did you have occasion to speak to Mr Lindberg about

        17       the issues we have canvassed this morning?

        18       A.   No, I was - I had always spoken to Robin Beaumont.

        19

        20       Q.   I was dealing, before we broke, with your

        21       conversations with Mr Stott.  Can I have, please,

        22       AWB.0088.0147.  Is that a facsimile you sent to Mr Leventis

        23       after your conversation with Mr Stott?

        24       A.   It was.

        25

        26       MR CONDON:   I tender that document, Commissioner.

        27

        28       EXHIBIT #441 FACSIMILE FROM MICHAEL WATSON TO MR LEVENTIS

        29       BARCODED AWB.0088.0147

        30

        31       MR CONDON:   Can I have, please, AWB.5079.0239.  Was that

        32       an email you sent to Mr Langham of Anchor Cross after your

        33       conversation with Mr Stott?

        34       A.   It was, yes.

        35

        36       MR CONDON:   I tender that document.

        37

        38       EXHIBIT #442 EMAIL FROM MICHAEL WATSON TO MR LANGHAM OF

        39       ANCHOR CROSS, DATED 25/7/2000, BARCODED AWB.5079.0239

        40

        41       MR CONDON:   Q.   Could I have AWB.0088.0148.  Did you

        42       cause that letter to be written to Alia after your

        43       conversation with Mr Stott?

        44       A.   I did.

        45

        46       MR CONDON:   Commissioner, that's a confidential exhibit,

        47       but I see no reason why it shouldn't be made a public
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         1       exhibit.

         2

         3       THE COMMISSIONER:   That will be exhibit 443.

         4

         5       EXHIBIT #443 DOCUMENT PREVIOUSLY PART OF EXHIBIT 1C

         6       BARCODED AWB.0088.0148

         7

         8       MR JUDD:   Commissioner, before we go on, my learned friend

         9       is not concerned about the Alia bank account details, but

        10       it has the corresponding bank there, which would appear to

        11       be AWB.

        12

        13       THE COMMISSIONER:   I see, yes.  I will make a

        14       non-publication order in relation to the account number

        15       under the heading "Correspondent Bank".

        16

        17       MR CONDON:   Commissioner, I am bound to observe that those

        18       particulars appear also at exhibit 442.

        19

        20       THE COMMISSIONER:   I'll make a similar order.

        21

        22       MR CONDON:   Q.   Could I have MAE.0002.0141, please.  Do

        23       you see Mr Stott writes to you on 27 July and says in the

        24       last sentence of the email:

        25

        26            Assume that chartering will also pay to

        27            whoever Ronly direct the 0.20 cents.

        28

        29       Do you recall Mr Stott giving an explanation as to why AWB

        30       would continue to pay Ronly the 20 cents?

        31       A.   Not that I can recall.  He did not give me any

        32       comment.

        33

        34       Q.   Could I have, please, confidential exhibit 43 -

        35       AWB.5009.0381.  I am taking you through now to October of

        36       2000, Mr Watson.  Do you recall in about October 2000 there

        37       was an issue about reconciling payments AWB had made?

        38       A.   I do recall that.

        39

        40       Q.   And the document on the screen is part of the dispute

        41       which led to the issue coming up to you, at least; is that

        42       right?

        43       A.   That would be correct.

        44

        45       MR CONDON:   I tender that document as a public exhibit,

        46       Commissioner.

        47
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         1       THE COMMISSIONER:   Yes.

         2

         3       EXHIBIT #444 DOCUMENT FORMERLY CONFIDENTIAL EXHIBIT 43C,

         4       BARCODED AWB.5009.0381

         5

         6       MR CONDON:   Q.   On October 24 you wrote to Mr Stott.

         7       Could I have, please, AWB.5009.0382.  Do you recall writing

         8       the first email at 10:18 and receiving Mr Stott's response

         9       at 4.11.

        10       A.   I can recall, yes.

        11

        12       MR CONDON:   Commissioner, that is confidential exhibit

        13       44C.  I see no reason why that cannot be made a public

        14       exhibit.

        15

        16       THE COMMISSIONER:   Yes.

        17

        18       EXHIBIT #445 DOCUMENT FORMERLY CONFIDENTIAL EXHIBIT 44C,

        19       BARCODED AWB.5009.0382

        20

        21       MR CONDON:   Q.   Can I direct your attention to Mr Stott's

        22       email of 4.11pm.  You respond, can I suggest, at 4.46pm the

        23       same day - AWB.5004.0174.

        24

        25       MR CONDON:   I tender that document, Commissioner.

        26

        27       EXHIBIT #446 EMAIL FROM MICHAEL WATSON TO CHARLES STOTT, ON

        28       24/10/2000, BARCODED AWB.5004.0174

        29

        30       MR CONDON:   Q.   Could I have, please, AWB.5044.0265.

        31       Could I ask you to read the two emails on that page,

        32       please, Mr Watson.  Do those emails relate to the

        33       reconciliation issue I have referred to earlier?

        34       A.   They do, yes.

        35

        36       Q.   Who was Mr Cowan?

        37       A.   David Cowan was the accountant within the chartering

        38       area.

        39

        40       Q.   Do you see in his email to you of 11.20 he says in

        41       paragraph (d), by way of a suggestion for any suggested

        42       shortfall:

        43

        44            The obvious one...we can't confirm...is

        45            whether the intermediate parties paid in

        46            full to Alia, or whether Alia has paid in

        47            full to IGB.
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         1            Rgds

         2            David

         3

         4       Did you consider as a possibility the fact that one of the

         5       reasons for the alleged shortfall was that Alia had not

         6       paid in full the moneys due to the IGB?

         7       A.   It was a reason, yes.

         8

         9       Q.   Am I right in thinking that when Mr Cowan said that a

        10       possible explanation was that Alia had not paid in full to

        11       the IGB, that reflected your thinking at the time, that in

        12       fact Alia was meant to pay in full the IGB the moneys AWB

        13       had paid Alia?

        14       A.   That is correct.

        15

        16       MR CONDON:   I tender that document, Commissioner.

        17

        18       EXHIBIT #447 EMAIL FROM DAVID COWAN TO DOMINIC HOGAN

        19       DATED 9/11/2000, BARCODED AWB.5044.0265

        20

        21       MR CONDON:   Q.   Mr Watson, are you familiar with the

        22       concept of market briefs kept for particular countries

        23       within the AWB computer system?

        24       A.   I am aware that market briefs were done and they were

        25       basically done for senior management or board members who

        26       may be visiting a particular market place.

        27

        28       Q.   Did you have access, whilst you were employed by AWB,

        29       to those market briefs?

        30       A.   No, I did not.

        31

        32       Q.   Did you have any role in drafting those market briefs?

        33       A.   No, I did not.

        34

        35       Q.   Do you recall being interviewed in the second half of

        36       2000 by representatives of Arthur Andersen?

        37       A.   I recall an interview in around about September or

        38       somewhere towards the end of the year.  I did not know who

        39       the interview was with.

        40

        41       Q.   Who was present with you when the interview was taken,

        42       can you recall?

        43       A.   There was nobody - there were three people in the

        44       room, three non-AWB people and myself.

        45

        46       Q.   Do you recall saying, either on that occasion or on

        47       other occasions, or informing them of the inquiries made by



            .27/2/06 (35)              3456     M F WATSON (Mr Condon)

                            Transcript produced by ComputerReporters

�









         1       the Canadians?

         2       A.   I can't recall the exact question, but I do recall

         3       answering and making reference to the Canadians and

         4       I believe it was in connection with confidentiality.

         5

         6       Q.   Do you recall you stating that there was management

         7       pressure to maintain sales to Iraq at that time - that is,

         8       in the first half of 2000?

         9       A.   Yes, I can, because that was indeed the case.

        10

        11       Q.   In what way did that management pressure impact upon

        12       the decisions which you undertook or were party to about

        13       making payments to Iraq?

        14       A.   The underlying concept was that the program to Iraq

        15       had to be maintained under any circumstances because

        16       competitors were quite keen to enter into that market and

        17       AWB wanted to maintain its market position within Iraq.

        18

        19       Q.   And did you tell the investigators, or the persons who

        20       were interviewing you, I should say, that you had

        21       approached a number of shipping companies?

        22       A.   I did.

        23

        24       Q.   Did you say that some refused to participate, but one

        25       chose to participate?

        26       A.   Sorry, could you repeat that?

        27

        28       Q.   Did you tell whoever interviewed you that some

        29       shipping companies refused to be involved in payment?

        30       A.   I did, yes.

        31

        32       Q.   And did you say that one of them decided to become

        33       involved in making the payment?

        34       A.   I can't recall that particular line, but - sorry, I

        35       can't recall that particular line.

        36

        37       Q.   And do you recall telling them about the payments

        38       being made through a Lichtenstein company?

        39       A.   I recall telling them that the company Ronly was

        40       involved and they had nominated a Lichtenstein company,

        41       yes.

        42

        43       Q.   Did you speak to anyone, or any of your superiors in

        44       AWB, about the sorts of issues that Arthur Andersen had

        45       raised with you after those interviews?

        46       A.   I did, yes.

        47
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         1       Q.   Who did you speak to?

         2       A.   After that particular interview, I went directly to

         3       Robin Beaumont and expressed that I was very upset with the

         4       manner and questions asked of me and I was very concerned

         5       that I was being blamed for something, or whatever, given

         6       the general nature of the questions that were asked of me,

         7       and I wanted to know what were the issues they were

         8       concerned about.

         9

        10       Q.   Just pausing there, who was present on this particular

        11       occasion?

        12       A.   I went directly into Robin Beaumont's office.

        13

        14       Q.   And you have told me what concerned you and what you

        15       said to Mr Beaumont.  What else did you say to him and what

        16       was his response?

        17       A.   I continued that I was very upset with the line of

        18       questioning, and seeing - given the general questions were

        19       about Iraq in particular and the trucking, I was concerned

        20       that I was, one, going to be seen to be the responsible

        21       party for implementing the mechanisms in place, which was

        22       not the case.  His response was that he would come back to

        23       me the next day, after making some inquiries as to what was

        24       going on.

        25

        26       Q.   Did he identify the nature of the inquiries he

        27       proposed to make?

        28       A.   No, he did not.

        29

        30       Q.   Did you have a discussion with him on the following

        31       day or thereafter?

        32       A.   He called me into his office the following morning.

        33

        34       Q.   Who was present on that occasion?

        35       A.   Again, Robin Beaumont, the two of us, and confirmed to

        36       me that he had made his inquiries and, as far as he was

        37       concerned and the people he made his inquiries from, there

        38       were no concerns whatsoever and I should get back to doing

        39       what I was doing.

        40

        41       Q.   Did he say of whom he made those inquiries?

        42       A.   I directly asked him and he told me that he had asked

        43       Andrew Lindberg and, as a consequence of my question to him

        44       who had he asked, he then took me upstairs to see Andrew

        45       Lindberg.

        46

        47       Q.   And who was present on that occasion?
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         1       A.   It was just Andrew, Robin Beaumont and myself.

         2

         3       Q.   And can you tell the Commissioner the substance of

         4       what was discussed on that particular occasion?

         5       A.   Andrew Lindberg said that there was - words to the

         6       effect - I can't remember the exact words, but words to the

         7       effect that he was satisfied with my performance and "get

         8       back to doing a good job".

         9

        10       Q.   Well, what did you say to Mr Lindberg, if anything,

        11       before he made that statement to you?

        12       A.   I had actually said nothing to Mr Lindberg.  I think

        13       Robin Beaumont had said something to him.

        14

        15       Q.   What did Mr Beaumont say to Mr Lindberg?

        16       A.   We walked into Andrew's office and Robin said to

        17       Andrew, "Right, here's Michael.  Can you please tell him

        18       what we have discussed".

        19

        20       Q.   Did you have the impression that they had spoken

        21       already about your concerns?

        22       A.   They had definitely spoken about my concerns.

        23

        24       Q.   Apart from what you have told us, was anything else

        25       said on that particular occasion?

        26       A.   Andrew asked - he asked general questions about

        27       chartering operation and whether - was I happy with the way

        28       that chartering was performing, and questions of that

        29       nature.

        30

        31       Q.   Well, there you are before Mr Lindberg.  I just want

        32       to know, was it at any stage critical of you in terms of

        33       your conduct in relation to Iraq?

        34       A.   I would have to say the opposite.

        35

        36       Q.   Well, what did he say that made you think the

        37       opposite?

        38       A.   Again, I can't remember the exact words, but he was -

        39       he was highly complimentary about the way I was managing

        40       the Iraq program in particular and the demurrage issues.

        41

        42       Q.   Was that the end of the conversation?

        43       A.   I briefly touched upon various concerns that I had in

        44       terms of structuring the people within chartering because

        45       I was seeing that - I expressed I was not happy with the

        46       way AWB was running its chartering business and he told me

        47       to go away and come up with some proposals for him in terms
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         1       of a new structure for how chartering people should be

         2       placed.

         3

         4       Q.   Is that the end of the conversation?

         5       A.   In general terms, yes.

         6

         7       Q.   Did Mr Stott, during this stage, ever say anything to

         8       you that suggested that he perceived that you were taking a

         9       benefit from Ronly or using Ronly or somehow involving

        10       Ronly?

        11       A.   Sorry, that's three - I think there were three parts

        12       to that question.

        13

        14       Q.   No, it is a bad question.  Did Mr Stott ever say to

        15       you, in the second half of 2000, anything which suggested

        16       he had concerns about you making money out of Ronly's

        17       involvement in the Iraq transactions?

        18       A.   No, Mr Stott's concerns seem to stem from the fact

        19       that mechanisms put into place or anything done - he seemed

        20       to have an inherent problem with Mark Emons, which I can't

        21       explain why - anything that Mark Emons had touched he

        22       wanted to dismantle.

        23

        24       Q.   Did he explain why to you?

        25       A.   He did not explain why.

        26

        27       Q.   You knew, did you not, that a number of people - and

        28       I won't articulate their names - had resigned from AWB, or

        29       left AWB, securing a release or indemnity from AWB, did you

        30       not?

        31       A.   At the time, no, I did not.

        32

        33       Q.   You didn't know that?  You, yourself, resigned from

        34       AWB on 1 November 2000, didn't you?

        35       A.   I actually tried to resign three times.  1 November

        36       could have been one of those times.

        37

        38       MR CONDON:   Could I have MFW.0001.0004, please.  I will

        39       tender that letter now.

        40

        41       EXHIBIT #448 LETTER TO ROBIN BEAUMONT FROM MR WATSON,

        42       BARCODED MFW.0001.0004

        43

        44       MR CONDON:   Could I have, please, MFW.0001.0005.  I know

        45       those emails weren't addressed to you, but do you recall

        46       becoming aware of them in about November 2000, or the tenor

        47       of those communications?
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         1       A.   Not in 2000 - in November 2000 was I aware of that

         2       conversation, or that train.

         3

         4       Q.   Sorry, you were or you were not?

         5       A.   I was not.

         6

         7       Q.   Were you aware, nonetheless, that Mr Beaumont had

         8       attempted to change your mind about resignation?

         9       A.   He did, and also on my - my dates are a bit hazy, but

        10       it seems from reading this email that I tried a couple of

        11       weeks earlier, or whatever - weeks ago.  At that point he

        12       took me upstairs again to see Andrew Lindberg with the both

        13       of them trying to change my mind with a view to resigning.

        14

        15       Q.   Can you help me with that conversation.  How did it

        16       go - the meeting between you and Mr Beaumont and

        17       Mr Lindberg?

        18       A.   I went upstairs with Robin and told them I wished to

        19       resign, because I was very frustrated, stressed out and

        20       tired with AWB as a whole, and they said, "Do not do that,

        21       we want you to stay.  What are your concerns?"  And my

        22       biggest concern at the time was all the in-house fighting

        23       that was taking place within the chartering area, and I was

        24       trying to - I put together a - they said, "Go away and put

        25       a proposal together as to how you see chartering working,

        26       what would make you happy to stay on?"

        27

        28       Q.   I appreciate you had that concern.  Did you articulate

        29       any concern about Iraq specifically on that occasion?

        30       A.   A lot of the people who were there at the

        31       implementation of the Iraq program, as I call it, had left,

        32       and I was concerned also I was the last person in the

        33       organisation, and I had ongoing concerns that I would

        34       perhaps be held responsible for what was going on.

        35

        36       Q.   Did you express that concern to either Mr Beaumont or

        37       Mr Lindberg?

        38       A.   I did, on two occasions.

        39

        40       Q.   On two occasions?

        41       A.   The first time was when I went to see Andrew the first

        42       time.  The second time was when I was taken up again for

        43       the resignation.

        44

        45       Q.   And you articulated that concern.  What was the

        46       response from either Mr Lindberg or Mr Beaumont?

        47       A.   They gave me the impression that I should not be
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         1       concerned at all.  I can't recall their exact words, but

         2       they said, "Don't worry about it", or words to that effect.

         3

         4       Q.   You have to help me out, because, of course, Mr Lister

         5       was still there at the time, he had been involved?

         6       A.   (Witness nods).

         7

         8       Q.   And other people, I think, were still there.  What

         9       made you think that you were the last man standing, so to

        10       speak?

        11       A.   Lister's primary role was contract execution and LCs,

        12       and towards the end of 2000 he was heavily involved in the

        13       demurrage issue.  But at the very onset, when the

        14       mechanisms were put into place, he wasn't part of the core

        15       group, and at the core group level I was probably the last

        16       man standing.

        17

        18       Q.   As such, you have told us about conversations with

        19       Mr Lindberg and Mr Beaumont.  Did you do anything else to

        20       communicate your concerns to anyone else within AWB?

        21       A.   No, I did not.  I was - my focus was just to try and

        22       leave the organisation.

        23

        24       MR CONDON:   Mr Commissioner, I tender the document on the

        25       screen, MFW.0001.0005.

        26

        27       EXHIBIT #449 EMAIL CHAIN BETWEEN ROBIN BEAUMONT AND

        28       CORAL ALLEN ON 1/11/2000, BARCODED MFW.0001.0005

        29

        30       MR CONDON:   Q.   Mr Watson, could I take you back to a

        31       slightly earlier date, October 2000, AWB.5079.0348.  If you

        32       read the second of the two emails, you are writing to

        33       Mr Hogan about outstanding amounts.  You copy that email in

        34       turn to Mr Beaumont at 9.28 on 30 October.  Do you recall

        35       now why you took that step?  Did it have anything to do

        36       with the issues you have just referred to?

        37       A.   I wanted him to be fully informed of what was going

        38       on, and, yes, I believe I would have had an issue in regard

        39       to what you have mentioned.

        40

        41       Q.   Well, you have to help me out.  Do you recall speaking

        42       to Mr Beaumont at this time about the issue of Iraq

        43       outstandings and your concerns?  Does this jog your memory

        44       about anything else you may have discussed with him?

        45       A.   I wanted to - what I recall is I wanted to ensure that

        46       he knew - he was across every issue of what was happening

        47       with Iraq in terms of all aspects of it, so at least I
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         1       could share what - so at least I could ensure that he knew,

         2       as well as myself, what was going on.

         3

         4       MR CONDON:   I tender that document, Commissioner.

         5

         6       EXHIBIT #450 EMAIL FROM MICHAEL WATSON TO ROBIN BEAUMONT ON

         7       30/10/2000, BARCODED AWB.5079.0348

         8

         9       MR CONDON:   Q.   When Mr Beaumont replaced Mr Officer as

        10       your superior, did you speak to him by way of a briefing,

        11       or something like that?

        12       A.   I recall, but I can't remember the exact date, the

        13       chartering team went off with Robin Beaumont to some

        14       location outside of the office - I have forgotten where it

        15       was - to have a weekend conference whereby he was fully

        16       briefed with all the chartering team as to the chartering

        17       issues.

        18

        19       Q.   Who within AWB went to that conference?

        20       A.   It would have been all the members in my chartering

        21       area at the time, together with, obviously, Robin and

        22       myself, but I can't - and the names, I can only recall

        23       I think Coral Allen went, Mark Rowland, Mark Alexander.  I

        24       can't recall if anybody else other than that went also.

        25

        26       Q.   What was said on this occasion away about Iraq and the

        27       trucking fee?

        28       A.   We discussed - Robin wanted to know - there were

        29       several topics that were discussed in particular, if I can

        30       recall.  One, he wanted to know how Iraq worked, so he

        31       got - he told me exactly - or I told him exactly what was

        32       happening in terms of mechanisms and also his concern was

        33       the ongoing and building demurrage issue again and who was

        34       going to be responsible for the payment of that demurrage

        35       bill.

        36

        37       Q.   On that occasion did you speak to Mr Beaumont about

        38       the use of shipping companies as conduits?

        39       A.   I did.

        40

        41       Q.   Did you speak to him about the use of Ronly?

        42       A.   I did.

        43

        44       Q.   And did you speak to him about your concerns about

        45       contravention of UN sanctions?

        46       A.   Again, I can't remember the words exactly, but that

        47       would have been involved in the conversation, yes.
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         1

         2       Q.   Having put that on Mr Beaumont's plate, so to speak,

         3       how did he respond?

         4       A.   I recall his response was more along the lines of who

         5       was going to pay the demurrage bill and how to manage it.

         6       That was my major recollection.  He didn't - I can't recall

         7       him expressing, at that meeting anyway, too many views

         8       about the trucking and conduits.

         9

        10       Q.   You have today signed a statement, exhibit 428, which

        11       says in paragraph 8 - do you have it before you, Mr Watson?

        12       A.   Yes, I do.

        13

        14       Q.   It is WST.0014.0002.  In paragraph 8 you say:

        15

        16            At all times I believed that the payment of

        17            trucking fees was made with the knowledge

        18            and consent of AWB's senior management.

        19            For example, see the list to whom Hogan's

        20            email of 24 June 1999 was sent.  My direct

        21            superiors, Officer and then Beaumont, were

        22            both aware of the true nature of the

        23            trucking fee payments.  I was not, nor was

        24            the core strategy group, involved in a

        25            frolic of its own.

        26

        27       I want to come back to that last sentence shortly, but

        28       apart from what you have told us about your communications

        29       to Mr Officer and Mr Beaumont, was there some other way

        30       that you informed them of the true nature of the trucking

        31       fee payments?

        32       A.   No, I did not.

        33

        34       Q.   Mr Watson, I think it is fair to say that the evidence

        35       you have given today does not find its way into the

        36       transcript of the confidential hearing on 6 January 2006.

        37       Would you agree with that proposition?

        38       A.   I agree with that.

        39

        40       Q.   And it doesn't find its way into the statutory

        41       declaration that you swore on that occasion to be true and

        42       correct?

        43       A.   I agree.

        44

        45       Q.   And it doesn't find its way into the supplementary

        46       statutory declaration you provided on 12 January 2006, does

        47       it?
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         1       A.   No.

         2

         3       Q.   And, indeed, the first time you began to provide

         4       information you have told the Commission about today was on

         5       or about 22 February, when you provided your comments

         6       concerning Mr Emons' evidence?

         7       A.   That's correct.

         8

         9       Q.   I need to take you, albeit reasonably shortly, I hope,

        10       to a number of the statements you made, but I want to ask

        11       you two questions.  Is the evidence today, to the extent

        12       that it is inconsistent with the evidence given on previous

        13       occasions, the evidence you say is true and correct?

        14       A.   Just to be clear in my mind, the evidence I have given

        15       today is --

        16

        17       Q.   To the extent that your evidence today contradicts

        18       what you have said on earlier occasions before 22 February,

        19       is that evidence to be preferred over what you have said

        20       earlier?

        21       A.   Correct.

        22

        23       Q.   What is your explanation for telling this Commission

        24       information which I would suggest to you is incorrect?

        25       A.   In my confidential hearing in particular, I was

        26       concerned that the issues that we are discussing today

        27       I would be held responsible for, and, as a consequence of

        28       that, I was somewhat vague in my responses.  I have also

        29       seen the transcripts, since this Commission has started,

        30       which has jogged my memory in a number of areas.

        31

        32       Q.   Mr Watson, can I suggest to you with all respect that

        33       the evidence you gave previously is not vague, but it is

        34       inconsistent with the evidence you have given today.  What

        35       is your explanation?

        36       A.   In my earlier evidence before, I was not wanting to

        37       tell the full story.

        38

        39       Q.   And was there any particular reason for that,

        40       Mr Watson?

        41       A.   I had ongoing concerns from AWB, yes, and I would also

        42       like to add that I have not received any documentation from

        43       AWB, despite several requests of them.

        44

        45       Q.   I don't understand your answer.  What ongoing concerns

        46       did you have from AWB?

        47       A.   I think it is an inherent concern I had from the time
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         1       I worked there.

         2

         3       Q.   Can I take you to your declaration dated 6 January

         4       2006.  Do you have a copy of that in front of you?

         5       A.   Sorry, 12 January?

         6

         7       Q.   No, 6 January - exhibit 425.  I just want to get clear

         8       some of the evidence you have given in that declaration.

         9       In paragraph 5(c) on page 5 - it is WST.0003.0019 - do you

        10       have that in front of you?  Is it your evidence that that

        11       meeting took place?

        12       A.   Is it what, sorry?

        13

        14       Q.   Is it your evidence that at a risk committee meeting

        15       or a management committee meeting either Mr Officer or

        16       Mr Beaumont gave the instructions you referred to in that

        17       subparagraph?

        18       A.   That is correct.

        19

        20       Q.   Do you recall when that meeting took place?

        21       A.   It would have been - I cannot recall the exact date it

        22       took place.  I would suggest, however, it was at the early

        23       stage when the mechanism was being put into place.

        24

        25       Q.   Could I take you to your second declaration, that of

        26       12 January 2006 - WST.0001.0178, which is page 3 of that

        27       document.  Could I direct your attention to paragraph 13.

        28       Am I right in thinking, Mr Watson, that the effect of your

        29       evidence today is you knew very well that the effect of the

        30       arrangements for the payment of transportation fees

        31       involved a direct contravention of United Nations

        32       sanctions?

        33       A.   You are correct.

        34

        35       Q.   Could I take you to paragraph 15 on page 4.  That's

        36       0179.  Is it your evidence today that you were told

        37       repeatedly that the UN approval process was under way?

        38       A.   It is.

        39

        40       Q.   Who told you that?

        41       A.   If I can change that, sorry, I was incorrect in my

        42       answer then.

        43

        44       Q.   Yes.

        45       A.   I am sorry.

        46

        47       Q.   In other words, paragraph 15 is incorrect; is that
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         1       right?

         2       A.   Yes.

         3

         4       Q.   Can I take you to paragraph 19 on page 5, that's 0180.

         5       You say in paragraph 19, towards the end of the paragraph,

         6       that you thought the expense - that is, the inland trucking

         7       fees - was a legitimate one, and in any event you also

         8       thought that the transportation services were going to be

         9       provided by non-Iraqi businesses.  Was that evidence

        10       correct or incorrect?

        11       A.   That was incorrect.

        12

        13       Q.   Do you have a copy of the transcript of the

        14       confidential hearing, Mr Watson?

        15       A.   I don't believe I do.

        16

        17       Q.   Can I supply you with a copy.  Mr Watson, I don't

        18       propose to take you through all of this evidence.  Could

        19       I take you to page 388, please, and your evidence between

        20       lines 8 and 33.  Do you see in the left-hand margin there

        21       are some numbers going down the page.  If you go to line 8

        22       and read down to line 33, please.  Is that evidence

        23       incorrect, Mr Watson?

        24       A.   That was incorrect.

        25

        26       Q.   At page 390 you were asked if this caused any

        27       concern - that is, the making of the payments through a

        28       trucking company - and you said no.  Am I right in thinking

        29       that the payments through a trucking company did cause you

        30       concern?

        31       A.   It did; correct.

        32

        33       Q.   And then at page 398 the Commissioner asked you some

        34       questions - I direct your mind to lines 17 through to 27.

        35       Was that evidence incorrect, Mr Watson?

        36       A.   It was.

        37

        38       Q.   Could I take you through, please, to page 485, line

        39       12.  I think I should take you back to page 484.  I think

        40       you there deny, and you similarly deny in other places,

        41       knowledge that the money that AWB was paying to Alia would

        42       end up with an Iraqi body or entity.  Was that evidence

        43       incorrect?

        44       A.   That evidence was incorrect.

        45

        46       Q.   Do you have anything to add to the explanation you

        47       have given already as to why that evidence was incorrect?
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         1       A.   No more than what I have given already; I can't add

         2       any more to what I have said.

         3

         4       Q.   I need to show you a number of emails and ask you to

         5       comment about why they came to be written.  Can I have,

         6       please, document MAE.0002.0041.  What does that email refer

         7       to, Mr Watson?  You were the recipient of it.  There is a

         8       reference to a rebate there.

         9       A.   I can't remember the circumstances of that particular

        10       email, or what's behind it I can't recall.

        11

        12       Q.   What is P & C, which is referred to as the subject

        13       matter of the email?

        14       A.   I'm guessing it's private and confidential.

        15

        16       Q.   And was there some rebate scheme in place?

        17       A.   Not that I can recall.

        18

        19       Q.   Why do you think Mr Emons was saying that the

        20       discussion "must remain in-house (you and me) and not for

        21       publication until next year"?

        22       A.   I can't recall what he is getting at.

        23

        24       THE COMMISSIONER:   Q.   Could you write on a piece of

        25       paper, please, who the person is who is referred to as

        26       "GG" - just the name of the person referred to in the email

        27       as "GG"?

        28       A.   I am sorry, I don't know.  This is what has thrown me.

        29       I don't know who that person - who those initials belong

        30       to, what person those initials belong to.

        31

        32       MR CONDON:   That's a confidential exhibit.  There is

        33       nothing in there which of itself would suggest commercial

        34       confidentiality.

        35

        36       THE COMMISSIONER:   Yes.

        37

        38       MR CONDON:   I tender it as a public exhibit.

        39

        40       EXHIBIT #451 EMAIL FROM MARK EMONS TO MICHAEL WATSON

        41       DATED 13/8/1999, BARCODED MAE.0002.0041

        42

        43       MR CONDON:   Q.   Could I have AWB.0182.0152.  What's all

        44       that about, Mr Watson?

        45       A.   I am trying to recall the shipment period and I can't

        46       recall.

        47
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         1       Q.   It is February 2000, the email?

         2       A.   I was trying to recall the name of the ships and what

         3       they were doing.  All I can make of this is that there were

         4       four discharge ports.  I can't recall the circumstances of

         5       what was going on there.

         6

         7       Q.   Why would a dummy invoice be issued for the vessel

         8       referred to in the third paragraph of the email to you?

         9       A.   I can't recall the background of that, as to why that

        10       would be the case.

        11

        12       Q.   Do you have any recollection about what this email

        13       deals with, Mr Watson?

        14       A.   I'm just trying to piece together what I can see here,

        15       to try and prompt my memory.

        16

        17       Q.   I have nothing else to help you, I'm afraid.

        18       A.   There is mention of four discharging ports and then

        19       three discharging ports.  Apart from that, I can't piece it

        20       together.

        21

        22       MR CONDON:   I tender that document as a confidential

        23       exhibit, Mr Commissioner.

        24

        25       EXHIBIT #148C EMAIL FROM MICHAEL WATSON TO MARK EMONS,

        26       DATED 14/2/2000, BARCODED AWB.0182.0152

        27

        28       MR CONDON:   Q.   Could I have, please, AWB.0182.0158.  I

        29       will ask you not to say the names of the vessels which are

        30       referred to in that telex.  Why were you concerned, and so

        31       told Mr Emons, of a danger of using your telex number and

        32       that all within chartering would see?  What was the nature

        33       of that concern?

        34       A.   At that time, because of the issue with demurrage, we

        35       had some contract staff within the office who were not

        36       permanent members of AWB chartering but had been brought in

        37       to assist us with trying to get on top of the issues

        38       regarding chartering.  Again, it goes back to what I was

        39       told or what was drilled into me in terms of sensitivity

        40       and confidentiality over the Iraq business.

        41

        42       MR CONDON:   Could I tender that document as a confidential

        43       exhibit, Commissioner.

        44

        45       EXHIBIT #149C EMAIL FROM MICHAEL WATSON TO MARK EMONS,

        46       DATED 30/4/2000, BARCODED AWB.0182.0158

        47
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         1       MR CONDON:   Q.   Could I have, please, exhibit 140 -

         2       AWB.0182.0166.  You will have to help me with references to

         3       the farm and the shop.  Do you know what Mr Emons is

         4       referring to?

         5       A.   I think Mark was looking at leaving the organisation.

         6

         7       Q.   Yes.  Well, is this code for something, or what?

         8       A.   Well, he did have a farm, or does have a farm - I'm

         9       not sure if he still does have it.  I think it is just him

        10       saying he is moving, or he wants to get going.

        11

        12       Q.   Going where?

        13       A.   Leaving AWB.

        14

        15       Q.   I just want to take you back to one other matter.  Do

        16       you recall informing anyone that commissions were made to

        17       friends in the Middle East?

        18       A.   Sorry?

        19

        20       Q.   Do you recall stating that commissions were made to

        21       friends in the Middle East, or a friend in the Middle East?

        22       A.   I think in that interview that I had there was

        23       reference made there.

        24

        25       Q.   By you?

        26       A.   No, I think I was asked a question by the people

        27       interviewing me at the time.

        28

        29       Q.   What was the question they asked you, can you recall?

        30       A.   Exact words, no, but along the lines were payments

        31       ever made to people in the Middle East that I was aware of,

        32       or something along those lines.

        33

        34       Q.   And what was your response to that proposition?

        35       A.   Not that I knew.

        36

        37       Q.   Was that a correct answer?

        38       A.   Yes, it was.

        39

        40       Q.   Mr Watson, did you engage in any improper conduct in

        41       relation to Ronly?

        42       A.   No.

        43

        44       Q.   Or the use of mobile telephones, or taking mobile

        45       telephones or having mobile telephones given to you?

        46       A.   Mobile phones were given to us --

        47
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         1       Q.   Yes.

         2       A.   -- me included, because at that time AWB's systems of

         3       phones were awful, and - but any calls made on those phones

         4       we - AWB reimbursed Ronly for them.

         5

         6       MR CONDON:   Mr Commissioner, that concludes my

         7       examination, as far as I can take it, of Mr Watson.

         8       I understand that some parties wish to examine him at a

         9       later time, and preferably at the same time or same day as

        10       Mr Emons comes back here for further examination.  I would

        11       ask that, subsequent to any application, the remainder of

        12       Mr Watson's examination abide a further day.

        13

        14       THE COMMISSIONER:   Applications have been made to

        15       cross-examine Mr Hogan, Mr Emons and Mr Officer at some

        16       point of time in the future, and I propose to grant those

        17       applications.  I realise that those appearing for other

        18       parties have today received for the first time, I think,

        19       copies of the confidential transcript, and may well not be

        20       in a position adequately to represent their clients'

        21       interests today.  Subject to what anyone may say, I would

        22       propose to add the name of Mr Watson for later

        23       cross-examination if any application is made to

        24       cross-examine him.  Does anyone have any objection to that

        25       course?

        26

        27       MR ALLEN:   No, sir, but could I add, I have not made

        28       application to cross-examine the other witnesses, but in

        29       light of the evidence that has come out today, and some of

        30       the other matters contained in the material we have

        31       received today, I may now seek --

        32

        33       THE COMMISSIONER:   I will wish to receive from anyone who

        34       wishes to cross-examine an application in due course

        35       indicating the areas on which they wish to cross-examine.

        36

        37       MR ALLEN:   I am just indicating, whereas I am out of time

        38       in relation to the others, I will be --

        39

        40       THE COMMISSIONER:   You need not worry about the time at

        41       this point, because this cross-examination won't be for a

        42       week or two.

        43

        44       MR ALLEN:   Thank you.

        45

        46       THE COMMISSIONER:   Is there any other comment or objection

        47       to that course?  Very well.  Thank you, Mr Watson.  I can't
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         1       release you at this point of time and you will be required

         2       at some point of time to return, with a view to being

         3       cross-examined by others.  Thank you.

         4

         5       <THE WITNESS WITHDREW

         6

         7       MR CONDON:   Mr Commissioner, I don't have an address for

         8       service of Mr Watson.  I wonder if we can have a short

         9       adjournment.  I think Mr Flugge is on his way here.

        10

        11       THE COMMISSIONER:   I will briefly return until we can

        12       reconstitute.

        13

        14       SHORT ADJOURNMENT

        15

        16       <TREVOR JAMES FLUGGE, sworn:                 [3.07pm]

        17

        18       <EXAMINATION BY MR AGIUS:

        19

        20       MR AGIUS:   Q.   Mr Flugge, might we have your full name,

        21       please?

        22       A.   Trevor James Flugge.

        23

        24       Q.   And you appear today in answer to a notice requiring

        25       your appearance?

        26       A.   Yes.

        27

        28       Q.   Now, we have two statements from you, Mr Flugge.  The

        29       first is dated 4 January 2006.  It is 97 paragraphs -

        30       WST.0001.0183.  I will just show you the first and last

        31       page of that and ask you if you would confirm that that is

        32       your first statement.  Could we go to page 0196.  Is that

        33       your signature, Mr Flugge?

        34       A.   Yes.

        35

        36       Q.   So that is your first statement?

        37       A.   That is my first statement.

        38

        39       MR AGIUS:   I tender that, Commissioner.

        40

        41       EXHIBIT #452 STATEMENT OF TREVOR JAMES FLUGGE

        42       DATED 4/1/2006, BARCODED WST.0001.0183

        43

        44       MR AGIUS:   Q.   Mr Flugge, we have a second statement from

        45       you, barcoded WST.0012.0033.  That is 181 paragraphs, the

        46       last page barcoded 0065.  It is signed and dated

        47       26 February 2006.  Is that your second statement?



            .27/2/06 (35)              3472     T J FLUGGE (Mr Agius)

                            Transcript produced by ComputerReporters

�









         1       A.   Yes.

         2

         3       EXHIBIT #453 SECOND STATEMENT OF TREVOR JAMES FLUGGE,

         4       DATED 26/2/2006, BARCODED WST.0012.0033

         5

         6       MR AGIUS:   Q.   Your second statement reproduces the whole

         7       of your first statement and expands on portions of it and

         8       I think there are one or two corrections.  Taking those two

         9       statements together, do you say that the statements are

        10       true and correct to the best of your knowledge and belief?

        11       A.   Yes.

        12

        13       Q.   You have referred to a number of annexures.

        14

        15       MR AGIUS:   Mr Commissioner, I have a bundle of the

        16       annexures which I tender with the second statement.  The

        17       third annexure is an unedited copy of Mr Flugge's summary

        18       of interview with the IIC investigators, and we will remove

        19       the further annexure and replace it with an edited copy of

        20       that summary.  In the meantime, I would invite my friend

        21       Mr Judd to look through the annexures after they are marked

        22       to see whether there is any material over which AWB has a

        23       claim for confidentiality.

        24

        25       MR JUDD:   Thank you, sir.

        26

        27       EXHIBIT #454 ANNEXURES TO THE SUPPLEMENTARY STATEMENT OF

        28       TREVOR JAMES FLUGGE DATED 26/2/2006

        29

        30       THE COMMISSIONER:   They are tendered on the basis you have

        31       outlined.

        32

        33       MR AGIUS:   Q.   In 1984, a long time ago, you were

        34       appointed to the board of the statutory body known as the

        35       Australian Wheat Board?

        36       A.   Mmm-hmm.

        37

        38       Q.   You were a member of that board when the Australian

        39       Wheat Board became AWB Limited.  You were appointed deputy

        40       chairman of AWB in 1991, and in 1995, in April of 1995, you

        41       were appointed non-executive chairman of AWB, which

        42       position you held until March of 2002.

        43       A.   Yes.

        44

        45       Q.   During that time, Mr Flugge, did you develop an

        46       interest in particular in the Middle East market for

        47       Australian wheat?
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         1       A.   I don't think that I would say that it was in

         2       particular, but there were some issues particularly

         3       relating to the Middle East that, particularly at that time

         4       when I became chairman, caused a number of, I suppose,

         5       issues within the company and in that particular region

         6       that brought it a lot closer to me.  I guess the other

         7       issue was that it was a region where there was a lot of

         8       political unrest and turmoil, and so any marketing into

         9       that region was always probably something that was fraught

        10       with some danger.

        11

        12       Q.   Of all of the Middle East did Iraq become perhaps the

        13       AWB's most important client?

        14       A.   I think certainly during the Oil-for-Food Program it

        15       was certainly one of the most challenging markets, because

        16       of the political unrest, the fact that it wasn't a simple

        17       market, you didn't really sell to that particular buyer -

        18       you sold to them, but someone else actually paid the

        19       account.  So it was particularly challenging, I suspect.

        20

        21       Q.   But it was an important market to the AWB because of

        22       the profits that it returned?

        23       A.   I think it was - it would be considered to be an

        24       important market.

        25

        26       Q.   And that would be in no small measure because of the

        27       profits that it returned?

        28       A.   Well, I'm not sure whether it would be any better

        29       than, say, the Japanese market, which was probably the most

        30       profitable market.  I mean, markets - you know, it is all

        31       relative in terms of the quality that you sell and the

        32       margins you get.  Certainly Japan was the most profitable

        33       market.

        34

        35       Q.   But AWB - I'm sorry, Iraq was a very profitable

        36       market, wasn't it?

        37       A.   Well, AWB [sic] was an opportunistic market.  There

        38       was always a significant risk.  You never knew whether in

        39       fact this place could be turned into turmoil overnight, so

        40       I guess in terms - in a general sense, I always understood

        41       that the prices we received were good prices, but I think

        42       all of us understood that at any time that could be

        43       stopped.

        44

        45       Q.   And did you, over the years that you were on the board

        46       of the Wheat Board and then AWB Limited, develop a

        47       relationship with Zuhair Daoud?
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         1       A.   No.

         2

         3       Q.   Never?

         4       A.   Well, when you say a relationship, Mr Agius, I only

         5       recall seeing Mr Zuhair on two occasions.  Now, there may

         6       have been three.  But the only real recollection I have of

         7       Mr Zuhair was probably the first time that I met him,

         8       I believe that was 1998, when I met him in the hotel lobby,

         9       he picked us up to take us to the Grain Board.  I have a

        10       recollection of meeting a very - an elderly but quite a

        11       stately gentleman, very impressive, extremely well spoken.

        12       Now, obviously we had discussions during that time in 1998.

        13       I believe that I have met him again since then, but

        14       I really can't recall specifically talking to or spending a

        15       lot of time with Zuhair.  I really believe it is only two

        16       or three occasions that I actually met him and actually

        17       spoke to him.

        18

        19       Q.   When you met him in 1998 he was made aware, if he

        20       wasn't already aware, that you were the chairman of the AWB

        21       Limited?

        22       A.   Oh, yes.  They --

        23

        24       Q.   Or AWB?

        25       A.   Absolutely.  They knew everything that they needed to

        26       know.

        27

        28       Q.   And you knew him as the director-general of the IGB?

        29       A.   When I met him I was introduced as the

        30       director-general, yes.

        31

        32       Q.   And so you knew, from the time you met him, that he

        33       was the person who, on behalf of the Iraqis, negotiated

        34       their contracts for the purchase of the wheat?

        35       A.   Well, I knew he was the head.  I mean, in terms of

        36       negotiations, it wasn't something that I participated in,

        37       so whether there were people underneath him that actually

        38       did the negotiations, the Iraqi grains board was a very

        39       large organisation, as I understood it, and, I mean, the

        40       contracts would have been for not only wheat but all sorts

        41       of food stuffs, particularly during the Oil-for-Food

        42       Program, so there could have been other people that

        43       actually did negotiations, I don't know.

        44

        45       Q.   Can you remember meeting him in 1999?

        46       A.   No, I can't remember meeting him in 1999.  I remember

        47       that particular visit because it was effectively a
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         1       technical visit, from my point of view.  I remember that

         2       I had to open a technical seminar and attend that seminar,

         3       but I don't particularly remember meeting Zuhair.

         4

         5       Q.   Mr Goodacre, who gave evidence last week, has said

         6       this, and I put it to you for comment, paragraph 3.1,

         7       WST.0012.0003:

         8

         9            In my opinion Murray Rogers was not a

        10            "hands-on" Managing Director.  The General

        11            Managers of each division of AWB were each

        12            running their own businesses.  There was no

        13            coherent business model or plan for the

        14            future.

        15

        16       Would you agree with that?

        17       A.   I'm not sure that I would agree with that totally.

        18       I think certainly at the time that Murray Rogers was in

        19       place, both he and I were concentrating very heavily on the

        20       restructuring of AWB.  In 1999, or in 1998 we became a

        21       public company with the government still as the

        22       shareholder, and then in 1999 we became a public company

        23       transitioning the shares to the growers using the wheat

        24       industry fund.  That was an extremely difficult and

        25       time-consuming time, and I suspect both Murray and I, but

        26       certainly Murray, as the managing director, spent a lot of

        27       time working in that area.  I think, to be fair, managers

        28       were left to get on and manage the business.  I mean,

        29       that's what they were paid for.  So I think in some ways

        30       Mr Goodacre may be correct, but I think there are reasons

        31       for that, not that Murray Rogers wasn't a good manager, it

        32       was just the level of the task that needed to be done.

        33

        34       Q.   He goes on - that is, Mr Goodacre goes on - at

        35       paragraph 3.2:

        36

        37            The then Chairman of the board, Trevor

        38            Flugge, like his predecessor, was very

        39            closely involved in domestic political

        40            issues affecting AWB and in certain aspects

        41            of the international marketing area.  He

        42            involved himself in management of some

        43            Middle East markets, in particular Egypt

        44            and Iraq where Governments were involved in

        45            grain purchasing.  Flugge operated like an

        46            Executive Chairman in those markets.

        47
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         1       What do you say about that?

         2

         3       MR BARKER:   Your Honour, could this be given some temporal

         4       aspect?

         5

         6       THE COMMISSIONER:   I don't know.

         7

         8       MR AGIUS:   I am simply reading from Mr Goodacre's

         9       statement.

        10

        11       MR BARKER:   I object.  I think the witness ought to be

        12       given the time within which to consider the principle.

        13       That is, what time is my friend talking about - the whole

        14       of his chairmanship, or what?

        15

        16       THE COMMISSIONER:   What do you say, Mr Agius?

        17

        18       MR AGIUS:   Q.  The best I can do in that regard,

        19       Mr Flugge, is tell you that this statement relates to that

        20       period when you were chairman of the board.  You were, as

        21       I understand it, appointed chairman in 1995.  Mr Goodacre

        22       left AWB in 2002.  That's the best I can do in relation to

        23       the period.  Would you regard yourself as someone who

        24       involved himself in the Middle East markets, in particular

        25       Egypt and Iraq, where the governments were involved in

        26       grain purchasing?

        27       A.   No, I don't agree that I - I look at this and you ask

        28       my to comment.  If we take the first market first,

        29       particularly Egypt, Egypt certainly was a

        30       government-to-government market.  I had no direct

        31       involvement in negotiating contracts with Egypt.  That was

        32       clearly a management issue.  Having said that, certainly

        33       the Egyptian government, in the past, had dealt directly

        34       with the chairman and at that level.  Now, my predecessor

        35       was in fact an executive chairman.  It was a full-time

        36       position.  When I took over in 1995 it became part-time,

        37       and certainly non-executive.  Now, there was some

        38       expectation, particularly in Egypt, that the chairman still

        39       held some sort of executive position.  The reality is, and

        40       was then, that that was not the case.  And so gradually,

        41       I think over time, we weaned that market off that

        42       particular perception that they had.  I think it probably

        43       would be fair to say that in those very early years, 1995,

        44       1996, that would have been the case.

        45

        46            In regard to Iraq, I disagree that I had any

        47       particular involvement in setting up the contracts.
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         1       Certainly in 1996 I recall going to Iraq.  I do not recall

         2       meeting the minister or the head of the IGB at that time.

         3       Now, it is possible that I may have met the IGB people, but

         4       I cannot recall that.  Certainly I remember meeting with

         5       United Nations people in Baghdad at that point in time.  I

         6       remember going to the compound and I remember having a

         7       discussion about the whole of the issue of food, the

         8       Oil-for-Food Program in Iraq and what it would actually

         9       mean, and I think I make a point in my statement that the

        10       thing that actually stayed in my mind was that basically

        11       the intake of calories would have to double, and in fact,

        12       you know, things like schooling had deteriorated to the

        13       point that there were no new textbooks or anything coming

        14       into the schools, and basically I was told the place was in

        15       a mess.  Now, that's what I recall about the first visit.

        16

        17            In terms of setting up contracts, I actually had no

        18       involvement with setting up contracts in Iraq.  I had no

        19       direct contract with Iraqis, other than the visits that

        20       I had.  I never spoke to them on the phone and had

        21       generally no involvement.  So I'm not sure how anyone could

        22       suggest that I had the involvement of actually setting up

        23       the Oil-for-Food Program.  It is just not the case.

        24

        25       Q.   Did you oversee the setting up of the contractual

        26       arrangements under that program?

        27       A.   Not that I recall.

        28

        29       Q.   Did you have any role in it at all?

        30       A.   Not that I recall.

        31

        32       Q.   Did you take any interest in it?

        33       A.   Oh, I think we would have certainly taken some

        34       interest in it as a board and as an individual.  I mean,

        35       again, it was a market that was going to open up.  It had

        36       been a significant market prior to the Gulf War.  It had

        37       been an intermittent market during the period of early

        38       sanctions.  Clearly it would have been an emerging market,

        39       and one would have taken an interest in it.

        40

        41       Q.   Did you have an appreciation of the fact that the

        42       Iraqis regarded you with a great deal of respect?

        43       A.   I think, Mr Agius, to be fair, they saw the AWB as a

        44       long-term supplier.  If you were the chairman of AWB you

        45       were a government appointee.  What it meant was, in Iraqi

        46       terms, effectively you were part of the Australian

        47       Government.  I mean, that's how people started to view you
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         1       in those countries.

         2

         3       Q.   What do you say about the comment that you operated

         4       like an executive chairman in the Iraqi market?

         5       A.   Well, I disagree, because the fact that I was in Iraq

         6       only on a few occasions, that I had no direct contact with

         7       Iraqis in terms of negotiating contracts and the like -

         8       I mean, I just can't understand the point that Mr Goodacre

         9       might have been trying to make there, because I disagree

        10       with it.

        11

        12       Q.   Well, Mr Rogers said that you were very close to the

        13       Iraq business.  Would you agree with that statement?

        14       A.   I think I have certainly followed the Iraq business,

        15       because if - during the period of 1998, 1999 and 2000,

        16       there was certainly a lot of political angst and the

        17       occasions that I did visit in 1998, 1999 and, you know,

        18       subsequent to that, there is no doubt that there was a huge

        19       amount of political pressure being brought to bear from the

        20       Iraqi side on the Australian Government through wheat

        21       contracts, and, as chairman, I became a conduit of passing

        22       that information backwards and forwards, and I think that's

        23       well documented, that that was the case.  So you couldn't

        24       help but get caught in between that.

        25

        26       Q.   Mr Emons has said that you took a keen interest in

        27       developing personal relationships with the buyers of AWB

        28       wheat.  Would you agree with that?

        29       A.   I don't think I particularly took a keen interest in

        30       developing relationships with buyers of Australian wheat.

        31       I mean, as chairman, if you were trotted out in the market

        32       place, the buyers would want to meet with you.  But that

        33       was all.  And it wasn't necessarily because of me as an

        34       individual.  I was chairman of the Australian Wheat Board,

        35       the biggest exporter of wheat out of Australia, and grain.

        36       So people would take a keen interest if they thought that

        37       you were the chairperson.  So I don't think it was anything

        38       other than that.

        39

        40       Q.   So were you aware, up until July of 1999, of the basis

        41       upon which the AWB sold its wheat to Iraq?

        42       A.   I was aware that our contracts were not FOB contracts,

        43       that they were a C&F contract, which meant that we had to

        44       find the freight.  Again, as I think I have said in my

        45       statement, you know, I cannot recall specific briefings or

        46       documents.  We have sought to get documents from AWB, but

        47       we haven't been able to get anything specifically that says



            .27/2/06 (35)              3479     T J FLUGGE (Mr Agius)

                            Transcript produced by ComputerReporters

�









         1       this is how I became aware of that, but certainly my

         2       knowledge was that we had a C&F contract where we picked up

         3       the freight.

         4

         5       Q.   You turned that to financial advantage, didn't you -

         6       AWB made a profit out of the freight?

         7       A.   Well, normally if - C&F, the freight is normally

         8       something, in the normal trade, as I understand it, most

         9       buyers like to buy FOB because then they can actually

        10       create some value out of the freight.  So if AWB was doing

        11       the freight, then I think that would be normally considered

        12       as a profit centre.  And if you didn't make a profit, then

        13       obviously you wore a loss because you were covering it.  So

        14       it is a profit centre.

        15

        16       Q.   And did you become aware that in July of 1999 there

        17       was a significant change in the basis upon which the Iraqis

        18       wished to buy wheat from Australia?

        19       A.   Well, Mr Agius, I cannot say that it was directly in

        20       1999.  I have said in my statement, and I have certainly

        21       tried to search my memory as to the events and how they

        22       occurred - I have said that I believe I was aware that we

        23       had an inland trucking component.  Just when that came in,

        24       when it actually came in to being, I cannot recall.  But

        25       I certainly was aware that that was the case.

        26

        27       Q.   What do you say were the reasons why you went to Iraq

        28       in October of 1999?

        29       A.   Any of the trips that I did to Iraq were not of my

        30       instigation.  They would have been at the instigation of

        31       management.  The trip in 1999, as I recall, was with

        32       Mr Rogers, and certainly my understanding, and from what I

        33       can recall, that was the time when we held the technical

        34       seminar, and my task in that was to open the seminar and

        35       present at that seminar.

        36

        37       Q.   Yes.  We understand that that's what you did whilst

        38       you were there, but what did you understand were the

        39       reasons why you were going, aside from opening the seminar?

        40       A.   That was the reason I understood that we were going

        41       there.

        42

        43       Q.   You accompanied Mr Rogers and Mr Hogan, though, didn't

        44       you?

        45       A.   That's right.

        46

        47       Q.   And you were present when Mr Hogan negotiated a new
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         1       contract for the sale of wheat with Zuhair?

         2       A.   No.

         3

         4       Q.   Mr Hogan says that you were?

         5       A.   Well, I am saying that I wasn't present.  I do not

         6       recall discussing a contract with Mr Zuhair and Mr Hogan.

         7

         8       Q.   Mr Rogers says you were as well?

         9       A.   Well, I'm sorry, I don't believe that we actually

        10       discussed the contract at that time.  Now, discussions may

        11       have taken place, but I certainly don't recall it.

        12

        13       Q.   Let me try and put this visit in its temporal context

        14       as best as some of the documents indicate.  If we bring up

        15       confidential exhibit 52C - AWB.0156.0098.  This is the

        16       chief financial officer's report for the period ending

        17       31 July 1999.  It is said to have been distributed to the

        18       board and the executive.  I take it you would have seen

        19       this?

        20       A.   I guess that I would have, but I don't know what the

        21       contents are.  All I have is the chief financial officer's

        22       report in front of me.

        23

        24       Q.   If we go to page 0100, the third paragraph:

        25

        26            At the urgent request of the Iraqi Grain

        27            Board (IGB) a marketing delegation visited

        28            Baghdad to discuss in detail the changed

        29            terms and conditions being sought by Iraq

        30            for the distribution of food under the

        31            United Nations food for oil scheme.  A sale

        32            of .7mmt of new crop wheat on CFR terms was

        33            a result.

        34

        35       May we take it that by about the end of July 1999 you were

        36       aware that the Iraqis insisted on sale terms which were

        37       free in truck?

        38       A.   I'm not sure the CFR term was a result.  Actually,

        39       that's a new one to me.  Cost, freight and - I'm sorry,

        40       I don't necessarily understand.  This - I mean, I probably

        41       would have seen this report, but reading it now, I don't

        42       quite understand CFR terms.

        43

        44       Q.   Well, were you aware, though, by the end of July 1999

        45       that a marketing delegation was sent to Iraq to deal with

        46       the new terms that were required in the contracts?

        47       A.   Well, Mr Agius, I have absolutely no recollection of
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         1       that event taking place.  I am sure if it says here that it

         2       actually did take place, but for me to sit here today and

         3       say, "Oh, yes, I remember that" just would be totally

         4       wrong.  I don't.  But it certainly would have taken place

         5       if that's what it says here.

         6

         7       Q.   Could we go to exhibit 98 - AWB.5044.0241.  This is

         8       Mr Emons' email to Mr Hogan before he left to go on this

         9       trip with you.  Mr Hogan was in on short notice because of

        10       illness or death of Mr Emons' mother.  I will just give you

        11       a moment to read that, in particular, the second paragraph.

        12       You will see there in the second paragraph, which is in

        13       fact numbered 1, that Mr Emons was setting out one of the

        14       issues that was likely to arise on this trip, it being the

        15       US$12 inland transport payment.  The reference to "Slug" is

        16       a reference to Graham Owen, who was in finance - trade

        17       finance.  He had made a suggestion as to the way in which

        18       the money on account of inland transport might be dealt

        19       with.  That suggestion was put to Mr Hogan, the effect of

        20       the sanctions was referred to and that paragraph ends with

        21       Mr Emons saying:

        22

        23            Alternatively we drop the USD12 from the

        24            contract.  Suggest that you discuss with

        25            Zuhair.

        26

        27       So that's one item of background that I will draw to your

        28       attention.  The next is on 7 October 1999, if we bring up

        29       exhibit 358 - AWB.5036.0099 - this is an email from

        30       Mr Borlase to Mr Hogan.  "Rex" - who was Rex Lister, the

        31       person responsible for ensuring that the contracts were

        32       properly drawn up, that relevant provisions of the LCs

        33       related to the contracts:

        34

        35            is in long process of getting L/C in order

        36            for next lot of contracts (700k) for

        37            delivery November/December.  IGB are being

        38            difficult with the FOT (Free on Truck)

        39            clause in the contract.  They want

        40            individual weight notes for each truck to

        41            each destination in Iraq.  You can imagine

        42            what sort of a nightmare the paper trail

        43            would be??  It hasn't been sorted out yet

        44            and get the feeling it could be a drawn out

        45            process.  Aren't you glad you are taking

        46            over Iraq??  Have attached one contract as

        47            a guide. There were three separate
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         1            contracts --

         2

         3       for those tonnages which you see adding up to 700,000

         4       tonnes --

         5

         6            Would suggest you have a chat to Mark about

         7            FOT before you see IGB.

         8

         9       I will just leave to you read the rest of that.  The

        10       situation was, as you can detect, that three contracts had

        11       been signed for 700,000 tonnes of wheat, that the wheat was

        12       to be delivered in November/December, but there still

        13       hadn't been worked out mechanisms for how the trucking

        14       component could be paid and there were real concerns about

        15       all the paper and bureaucracy that might be involved.

        16

        17            The next document that I want to draw to your

        18       attention is a fax from Darryl Borlase of the AWB to

        19       Zuhair, AWB.0058.0079.  This is the AWB offer.  You were

        20       still away - 11 October 1999.  It commences:

        21

        22            Further to your recent discussions with

        23            Mr Dominic Hogan, AWB Chairman Mr Trevor

        24            Flugge and AWB Managing Director Mr Murray

        25            Rogers --

        26

        27       And then there is an offer made for the sale of 200,000

        28       tonnes for shipment in January.  That offer is contained on

        29       the next page, 0080.  It contains the free in truck clause

        30       which you will see three paragraphs above the word

        31       "Prices".  Then the next document is one that post-dates

        32       the meetings in Iraq, exhibit 1C, AWB.5058.0070.  This is

        33       one of two reports from Mr Hogan back to AWB about the

        34       discussions in Iraq.  I will give you a moment to read it.

        35       You will see that Mr Hogan sets out quite a deal of

        36       discussion that he had with Zuhair.  When you get to the

        37       bottom of the page we can have the monitor turn it for you.

        38       Have you finished that page?

        39       A.   I have finished to the bottom of that, yes. Mmm.

        40

        41       Q.   Then if we go to exhibit 9, which is MAE.0002.0050,

        42       you will see that Mr Hogan sets out more of his discussion

        43       with Zuhair in the context of how to settle the US$12 free

        44       in truck payment in the second, third and fourth

        45       paragraphs:

        46

        47            However, Zuhair advised that the President
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         1            had issued to all ministers bringing

         2            product into Iraq that suppliers must pay

         3            the USD12.00 before ship arrive so that

         4            unloading could proceed.  If the US$12.00

         5            was not in place then the vessel would not

         6            be unloaded.

         7

         8            I voiced our protest to this system as we

         9            already wait so long for payment, that if

        10            we would be unhappy to prepay this amount.

        11            Also with the weight discrepancies - there

        12            would be a lot of juggling with payments

        13            et cetera.

        14

        15            Zuhair could understand this point and was

        16            approaching the minister for a special

        17            concession for AWB.  We will wait upon

        18            outcome.

        19

        20       I will just leave you to read the rest of that.  The last

        21       piece of information I want to take you to is a report that

        22       Mr Hogan filed from Cairo after the October visit,

        23       confidential exhibit 51C, AWB.5036.0244, at 0246.  This is

        24       in Mr Hogan's email of 4 November.  Under the heading

        25       "Iraq" Mr Hogan summarises the trip to Iraq:

        26

        27            Following the marketing mission to Iraq, by

        28            CEO and Chairman, 200,000 tonnes of APW was

        29            sold to the Grain Board of Iraq for January

        30            supply...

        31

        32            AWB is currently negotiating the Free in

        33            Truck clause that Iraq has included in all

        34            new contracts.  Whilst AWB does not have an

        35            issue with the actual clause, there is some

        36            disagreement as to when the transport

        37            company should be paid and what tonnage.

        38            This is a concern for the AWB as Iraq is

        39            the only market contracted on final weight

        40            and quality after inspection by UN

        41            Inspectors at Umm Qasr.  (all other markets

        42            in the world are contracted on weight and

        43            final quality at load port).  Subsequently,

        44            AWB do not wish to pay for transport costs

        45            upon Australian Load Port weights, as these

        46            invariably differ to the UN Inspectors

        47            discharge weights.
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         1            Two vessels have been loaded under the new

         2            contracts that include free In Truck

         3            clauses, and the issue will be resolved in

         4            the near term.

         5

         6       And then he goes on to speak of the course that was offered

         7       and its success.  Now, those documents give the flavour and

         8       the background of this meeting that was had with Zuhair in

         9       Iraq.  You will agree, will you not, Mr Flugge, that there

        10       were a number of very important issues that needed to be

        11       resolved during the course of this meeting?

        12       A.   Can I just take you back to your very first document

        13       that you put up, Mr Agius, in answering that question, and

        14       that is that I have said to you, I don't recall discussing

        15       contracts in detail with Zuhair at that meeting.  What

        16       I recalled was that we went to see the minister first, we

        17       immediately then went to the technical seminar, and then

        18       after the technical seminar I believe we had lunch.  Now,

        19       there may well have been a meeting in the afternoon, there

        20       may well not - I don't know.  But in the very first email

        21       which you showed me from Mark Emons to Dominic Hogan, which

        22       I have to admit I have seen before, because my solicitor

        23       has showed it to me, it quite clearly states there are

        24       issues there that Mark says "You should resolve with

        25       Zuhair".  He says that on a couple of occasions.

        26

        27            Now, what's troubling me, Mr Agius, is that if I was

        28       at that meeting I would tell you now and say, "Yes, we all

        29       discussed this".  I do not recall discussing these detailed

        30       issued, and it would be quite wrong of me to turn around

        31       and say today, "Oh, yes, I remember discussing these

        32       issues", because I do not.

        33

        34            So I'm afraid I can't - I can only say I totally agree

        35       with you that these are very important issues, and they are

        36       obviously issues that would have had to have been resolved

        37       in a very detailed and management sense.  What I can say is

        38       that as chairman, and in my position, they are not the sort

        39       of issues that I would have engaged either the minister or

        40       Zuhair on because I really have and had no detailed

        41       knowledge of that.  Now, if I had had a level of detailed

        42       knowledge of that at that time, I would be quite confident

        43       that today I would be able to give you a detailed answer,

        44       but I'm not able to do that.

        45

        46       Q.   Mr Hogan has said that it is very likely that you were

        47       briefed in relation to these important issues before you



            .27/2/06 (35)              3485     T J FLUGGE (Mr Agius)

                            Transcript produced by ComputerReporters

�









         1       travelled to Iraq and that it would have been - not his

         2       words, but the substance of what he said - quite unusual

         3       had you not been briefed on these issues, given the nature

         4       of the meetings you were going to attend.  What do you say

         5       about that?

         6       A.   Well, again, that I had - I have no recollection of

         7       that, and I have asked my solicitors to provide all

         8       documents and briefing papers from AWB, and if in fact

         9       there is a briefing paper that indicates that my level of

        10       knowledge was there, then so be it, that will be the case.

        11       But so far I haven't been able to locate a document as

        12       such.

        13

        14            Now, it is likely - in fact, I know I left from Perth,

        15       because we have checked my travel documents and my diary

        16       indicates that I actually met up with the group in -

        17       I think Murray Rogers, I think it was in Singapore, and

        18       travelled together.  So if there were in fact verbal

        19       briefings given in Melbourne, then I probably was not

        20       present, because I actually joined the group - I came out

        21       of Perth.

        22

        23            If there was a document delivered that detailed all

        24       the issues which are referred to here, then so be it, but

        25       I have not been able to find that document and, as such, my

        26       recollection is such that I don't recall discussing that

        27       level of detail.

        28

        29       Q.   Well, let me put to you what Mr Hogan has said in his

        30       statement at 0015, paragraph 50:

        31

        32            At this time I do not know how the US$12

        33            was paid in reference to the July 1999

        34            contract.

        35

        36       Paragraph 51:

        37

        38            I believe the chairman and CEO must have

        39            been briefed before the trip about any

        40            matters that were on the table and likely

        41            to be discussed, including the inland

        42            transport fee.  I cannot imagine that they

        43            were not briefed on this issue and other

        44            issues in advance of such a trip, as the

        45            inland transport issue would have been a

        46            major issue, as AWB had already signed the

        47            700,000 metric tonne contract with the term
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         1            included (14 July 1999) and this issue

         2            needed resolving before we could ship the

         3            contract.  Also, as per Mark Emons' email,

         4            one option was to completely drop this fee.

         5            This would be a major issue to try and

         6            negotiate.  It was my normal practice to

         7            brief those accompanying me on any current

         8            issues.  I would also provide a market

         9            brief for any delegation that was visiting

        10            any market I managed.  However, as I was

        11            not the actual manager of the Iraqi market,

        12            I did not prepare a brief for the CEO and

        13            chairman.

        14

        15       What do you say to that, Mr Flugge?  Did Mr Hogan brief you

        16       himself on this material?

        17       A.   Well, I certainly don't remember any detailed briefing

        18       on this sort of material.  Now, I can only rely on my

        19       memory, and going back to 1999, as it was, and with all the

        20       issues that I deal with on a day-to-day basis, and dealt

        21       with then, this would have only been one of them.

        22       I certainly don't recall that sort of briefing.

        23

        24            Now, if in fact briefings took place, I cannot

        25       understand some of the emails that have taken place, that

        26       there is no reference to myself or Mr Rogers.  There are

        27       references between management.  There are references that

        28       "you should resolve this issue", and "you should talk to

        29       Zuhair about this", not that the chairman should talk to

        30       Zuhair or the managing director.  So I find it very hard to

        31       reconcile Mr Hogan's statements and also with the emails,

        32       but, as I have said, Mr Agius, if a trip report can be

        33       shown that this is what we did, this is what we were

        34       briefed on, then so be it.  My recollection doesn't take me

        35       there.

        36

        37       Q.   Mr Flugge, I appreciate that you will admit it if you

        38       see it in writing, but what I am putting to you is

        39       something slightly different.  I am suggesting to you that

        40       Mr Hogan suggests that he cannot imagine that you were not

        41       briefed, that it was normal practice for you to be briefed,

        42       and looking at this in a commercial context and applying

        43       logic and common sense, it would make no sense at all to

        44       take a chairman into a meeting with the director-general of

        45       the IGB and not have the chairman briefed on the likely

        46       issues that might arise during the course of any

        47       discussions.
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         1       A.   Look, I don't disagree with that.  I certainly don't

         2       disagree with that proposition that you are putting.  What

         3       I am saying is that at this point I don't have any

         4       recollection.  I mean, I can see, Mr Agius, where you are

         5       coming to, and that is that, well, at some stage I was

         6       aware of the trucking fee, and I have said that all along,

         7       that I didn't - I don't back away from that point.  The

         8       point is when did I become aware of it, and how did

         9       I become aware of it.  It could well have been through

        10       briefings such as this that may or may not have been given

        11       to me, but your specific question initially was what did we

        12       talk about with Zuhair.  You see, I don't even recall a

        13       meeting with Zuhair on that occasion.  I certainly recall

        14       being at the minister's office and I certainly recall going

        15       to the seminar, and I recall going to lunch afterwards.

        16       Now, whether there was a subsequent meeting, I'm not sure,

        17       but if other people say there was, then maybe that's the

        18       case.

        19

        20       Q.   Well, we know that there was a subsequent contract for

        21       200,000 metric tonnes of wheat which was negotiated during

        22       the course of this trip by Mr Hogan.

        23       A.   Well --

        24

        25       Q.   And we know that both Mr Hogan and Mr Rogers say that

        26       you were present during all of the discussions, and we also

        27       know that Mr Hogan says there was a strict policy of AWB

        28       that people not enter into these negotiations one out, that

        29       there always be at least one other person there.

        30       A.   Well, if that's the case, Mr Agius, why are contracts

        31       negotiated over the phone?  I mean, most of the - from what

        32       I have seen of the documents, most of the Iraqi contracts

        33       seem to have been done over the phone, not through direct

        34       marketing missions.  I mean, that statement is a nonsense

        35       if Mr Hogan has made that statement, because there is

        36       nothing that I have seen in the evidence that I have seen

        37       so far that bears that out.

        38

        39       Q.   So your position is that you don't recall being

        40       briefed but you are not prepared to say you weren't

        41       briefed?

        42       A.   No, I certainly can't say, because, I mean, if you

        43       travel from Amman through to, you know - certainly some

        44       briefings might have taken place.  To what extent those

        45       briefings took place, I can't recall, and I certainly

        46       can't - well, I can't remember them.

        47
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         1       Q.   Can I bring you forward to March of 2000 and the time

         2       when you were in Washington with Mr McConville and

         3       Mr Snowball, and you met with Alistair Nicholas from

         4       Austrade.  Do you have any recollection of that meeting?

         5       A.   I don't, Mr Agius.  This has been a very difficult one

         6       for me, because I recall being asked this question by

         7       solicitors from AWB when --

         8

         9       Q.   We need to be a little careful there because AWB have

        10       claimed legal professional privilege.

        11       A.   I won't go anywhere where I think we don't need to go

        12       on that one, but I answered a question in response to their

        13       question to me, "Do you recall a meeting in Washington with

        14       an Austrade representative" - I need not mention the name -

        15       and I said at that time no, and I believe that was in April

        16       2004, I think, just after I had given evidence to the

        17       inquiry for the Oil-for-Food Program.

        18

        19       THE COMMISSIONER:   Q.   2005?

        20       A.   Yes.  And I said no then.  Then I was given this

        21       particular email, which I'm aware of, by Mr Judd at a

        22       meeting that I had with my solicitors prior to the

        23       beginning of this inquiry, the public inquiry, and I said

        24       I don't recall it, and I still don't recall that specific

        25       meeting.  But, having read the email, it is clear that a

        26       meeting took place.  Now, I have searched my diary and what

        27       I have been able to extract from that that, yes, I was in

        28       Washington at that time.  My understanding is that we had a

        29       series of meetings related to food aid, which would have

        30       included probably a number of people on the hill -

        31       politicians; it would have included the State department;

        32       it would have included the US Trade Department and possibly

        33       others - potentially some NGOs.

        34

        35            Now, I don't believe that this particular meeting was

        36       a scheduled meeting.  If it had been scheduled I think that

        37       it would have been at the embassy, and if it was scheduled

        38       then it was something that the embassy would have set up.

        39       So I don't recall specifically that meeting, but I have no

        40       reason to believe that what Mr Snowball wrote of the fact

        41       that we had a meeting is not correct.  But that's the

        42       background to my recollection of it.

        43

        44       Q.   His evidence went a little further than that there was

        45       a meeting.  His evidence was that you controlled the

        46       meeting.

        47       A.   Well, the problem I have, Mr Agius, is that I don't
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         1       actually recall the meeting or even - I can't even think

         2       about what Mr Alistair Nicholas looks like.  I had never

         3       met him before and I have never seen him since, so it is

         4       extremely difficult to recall that.

         5

         6            If it was an Austrade representative, and having read

         7       the email that Mr Snowball has sent, clearly, again, as we

         8       talked about before, there probably would have been a

         9       briefing at least before we went into this meeting, and I'm

        10       assuming that Mr Snowball had actually set the meeting up,

        11       because I certainly don't recall setting the meeting up.

        12       Clearly he wanted to see me and obviously made comments.

        13

        14            Now, he would have been talking about things that

        15       I really have very little detailed knowledge of.  I had not

        16       seen Iraqi contracts or the way that was dealt with.  It is

        17       not an area that I would have had detailed knowledge of.

        18       And so I guess I would have simply said, "Look, we will

        19       take that on board."  And I couldn't have entered into

        20       discussion on it.  So that's - it is not a recollection of

        21       a meeting, Mr Agius, it is trying to assume how that

        22       meeting may or may not have played out according to the

        23       answer or the email that Snowball has given.  But that's as

        24       much as I can add on that.

        25

        26       Q.   It may be, Mr Flugge, that you weren't told before the

        27       meeting what the substance of the meeting was going to be

        28       about and that you learnt the substance of the meeting in

        29       the course of the meeting.  Moving from that email,

        30       I suggest to you that there was a meeting on 9 March with

        31       Mr Nicholas and that during the course of that meeting

        32       Mr Nicholas advised you and Mr McConville and Mr Snowball

        33       of information that the OIP had drawn to his attention.

        34       That doesn't help you?

        35       A.   I have never - I have read this email, and I have read

        36       some of what's behind it.  I have never seen OIP mentioned.

        37       All that I have actually seen is that someone from the UN

        38       was asking questions quietly.  So I --

        39

        40       Q.   No, that's what you see in the email.

        41       A.   That's a new piece of information to me, Mr Agius,

        42       that I'm not aware of.

        43

        44       Q.   That's what you see in the email, but I'm taking you,

        45       as I said, beyond the email and putting these other things

        46       to you in the hope of jogging your recollection.

        47       A.   Well, I'm sorry, the OIP does not jog my memory
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         1       whatsoever.

         2

         3       Q.   Were you told that a third party country - that is, an

         4       unnamed country - has claimed that it failed to secure

         5       contracts with the Iraqi Grain Board on the grounds that it

         6       is not prepared to enter into contracts involving irregular

         7       payment methods?  Does that help your memory at all?

         8       A.   No.

         9

        10       Q.   Can you recall having a discussion concerning the

        11       payment of moneys concerning the trucking fee?

        12       A.   No - on that occasion are you referring to?

        13

        14       Q.   Yes, on that occasion?

        15       A.   No.

        16

        17       Q.   You have said in your statement - and I am

        18       paraphrasing you - look, if ever any red-flag issues had

        19       been raised with you, it is unlikely you would have

        20       forgotten them.  Is it possible that you took up this issue

        21       of the trucking fee when you got back to Australia, and

        22       that you spoke about it with Mr Emons?

        23       A.   No.

        24

        25       Q.   Mr Emons has said so in an email that he sent.  Could

        26       we bring up exhibit 127, which is AWB.0138.0349.

        27       A.   Yes.  I have seen the email.

        28

        29       Q.   Yes.  In speaking to Mr Watson in this email Mr Emons

        30       says - and bearing in mind the subject is "trucking fees":

        31

        32            We need to clarify when we get to Baghdad

        33            that the fee on the new contract is USD15

        34            and that the method of payment remains the

        35            same to Alia etc and in what amounts.

        36

        37       This was in preparation for a trip the two of them were

        38       making:

        39

        40            This is an increase on the last phase which

        41            was USD12 you will recall.  I suspect we

        42            will be confronted with proposals that will

        43            be complicated but we will cross that

        44            bridge when we get to it.  For your

        45            information I had a discussion with Trevor

        46            Flugge last week to discuss some of the

        47            finer points of the trucking fee.  He is
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         1            happy for us to carry on in fact he is

         2            determined that we should be accommodating

         3            to the Iraqi's so that our business does

         4            not come under threat from our US or CWB

         5            friends.

         6

         7            2.  With the above in mind we need to take

         8            with us a list of vessels paid so far and

         9            vessels scheduled to load.  I have asked

        10            Slug for a UN payment schedule for Friday

        11            before we depart.

        12

        13       Now, can I put this in context.  As we understand it,

        14       Mr Flugge - and I appreciate you say you don't recall -

        15       there was a meeting at the Australian embassy with the

        16       Austrade representative on 9 March --

        17       A.   Mmm-hmm.

        18

        19       Q.   -- which ended with you and Mr Snowball and

        20       Mr McConville undertaking that you would look into the

        21       matter and have it investigated, and which continued on to

        22       the point where a copy of standard terms and conditions was

        23       sent to the UN.  Within that time frame, within a month of

        24       your meeting with Mr Nicholas in which he raises the issue

        25       of the trucking fee, we have from another source entirely a

        26       statement by Mr Emons that he had had a discussion with you

        27       the previous week, which would make it still in March, but

        28       at the end of March, to discuss some of the finer points of

        29       the trucking fee.  There seems to be a coincidence between

        30       the evidence such as there is concerning the meeting on

        31       9 March in the embassy in Washington, concerned as it was

        32       with the trucking fee, and this email from Mr Emons

        33       reflecting upon a discussion that he had had with you on

        34       the finer points of the trucking fee.

        35       A.   Mmm.

        36

        37       Q.   I ask you this as a matter of fairness:  is there

        38       anything that you can offer in explanation of or to assist

        39       us to understand that coincidence, other than that you did

        40       have a discussion about the trucking fee in Washington and

        41       that you did have the discussion that Mr Emons says he had

        42       with you in this email?

        43       A.   No, I mean, I can't, Mr Agius.  I have obviously seen

        44       this email before, it was shown to me by my solicitors, and

        45       I don't recall that discussion.  What we have tried to do

        46       is piece together my movements between that particular time

        47       in Washington, whether in fact meetings could or could not
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         1       have taken place.  I'm not able to do that.  I know that

         2       after there I was in Vietnam, because I'm aware that there

         3       are trip reports that indicate that.  I'm not aware of

         4       whether I was in Melbourne, at the office in Melbourne or

         5       not.  I cannot verify that.  My diaries which were kept, or

         6       the travel diaries which were kept, are not available

         7       from November, December, January, February, March of 2000 -

         8       they are missing and we have not been able to locate them.

         9       So I'm not able to verify whether in fact I was in

        10       Melbourne in the office, so that this meeting could have

        11       taken place.  I certainly don't recall this specific

        12       meeting.  I find it interesting that he talks about coming

        13       under threat from our US or Canadian friends.  I mean, the

        14       US were not competitors to us in this market.  The

        15       Canadians certainly may have been, but I don't - you know,

        16       I just find that interesting.  I don't recall that

        17       particular meeting.

        18

        19       Q.   There is no doubt you were in Washington?

        20       A.   Oh, yes.

        21

        22       Q.   And there is no doubt you were at the embassy with

        23       Mr Snowball and Mr McConville?

        24       A.   Well, I was certainly - would have been at the embassy

        25       on the 9th and 10th.  I flew into Los Angeles on the 8th,

        26       that would have meant I got to Washington on the night of

        27       the 8th.  The meetings were on the 10th.  I know that

        28       I left from Winnipeg on the 13th.  I arrived in Vancouver

        29       and left Vancouver on the 14th, and I know that I was in

        30       Vietnam on the 17th.  I have been able to track my

        31       movements from that point, so certainly I know that I was

        32       in Washington on the 9th and 10th.

        33

        34       Q.   When did you return to Australia?

        35       A.   I believe it was around about the 20th.

        36

        37       Q.   So that would have put you in Australia a week before

        38       4 April 2000?

        39       A.   Yes.  I would have been in Australia.

        40

        41       THE COMMISSIONER:   Q.   Did you fly into Melbourne or into

        42       Perth?

        43       A.   My understanding was that I went into Perth.

        44

        45       Q.   Is that reflected in your passport?

        46       A.   It would be, I think, if the passports were checked.

        47       I'm not sure whether we checked the passports or it was
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         1       actually documents received from AWB in terms of travel.

         2

         3       MR AGIUS:   Q.   Can you recall whether you had any

         4       business in Melbourne in the latter part of March 2000?

         5       A.   No, you see I don't recall that, Mr Agius.  We did try

         6       and search for the records within AWB.  Normally certainly

         7       my diaries that were kept indicate my travel, but those

         8       diaries have not been available for that particular month

         9       of March.

        10

        11       Q.   Mr Snowball has made an entry in a note which is part

        12       of exhibit 386.  I think we have exhibit 386 as

        13       SNO.0001.0015.  At the very top of that document he has a

        14       note which he says he added later, but which records:

        15

        16            Chairman's visit in Wed 8th, out Sat 11th

        17            in WDC, then to Canada?

        18

        19       Which was a result of his checking, as he said, but after

        20       the event; it is not a contemporaneous note.  If you go

        21       further down that page - and we have another version of

        22       that document where the printing is a little easier to

        23       read, and I will bring that up.  It is AWB.0187.0226.

        24       I wonder if we could highlight the paragraph, which is the

        25       second paragraph from the top, commencing with the word

        26       "Can".  Can we enlarge that at all.  I will read it to you

        27       as we have it from Mr Snowball - "Can", which is an

        28       abbreviation for Canada:

        29

        30            - vessels rejected at Umm Qasr, rejected

        31            for E coli.

        32            Asked about trucking fee.

        33            AWB pays the Jordan trucking co.

        34

        35       Then if we go to page 0231, still part of exhibit 386, in

        36       the second half of the page, the paragraph commencing "Mayo

        37       Schmidt".  As I understand it, it reads:

        38

        39            Mayo Schmidt [arrow] Iraq.

        40            - Trevor wants to keep alongside them.

        41            - see if we could help them.

        42            [an arrow] call and get the background -

        43            mkts to put the cargoes into.

        44

        45       And then there are some references to five vessels, one

        46       unloaded okay - and you will see if you read through that

        47       that there are references to the other vessels:
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         1

         2            2nd unloaded last 2000 metric tonnes had an

         3            E coli issue (origin and destination

         4            samples re-tested and discharged.

         5            3rd - some problem before it arrived.

         6            - sent individuals over there.  Had car

         7            accident.

         8            - Iraqi tests methods were incorrect.

         9            Pointed out [something] cargo and the other

        10            2 have --

        11

        12       THE COMMISSIONER:   "This cargo and the other 2 have

        13       arrived and sitting in port".

        14

        15       MR AGIUS:   Q.

        16

        17            Pool happy to provide ongoing trading

        18            support.

        19

        20       And then on the left-hand side at a diagonal:

        21

        22            Can govt disrupted/delayed a CWB sale -

        23            because of trucking payment.  Can Grain

        24            Commission [something] inspect in Canada.

        25

        26       Now, in the course of your meeting with Mr Snowball in

        27       Washington, did you come to learn that Canada in fact had

        28       complained about Australia's payment of trucking fees?

        29       A.   No.  You see, I have said before, Mr Agius, I don't

        30       actually recall that meeting, so I don't believe that that

        31       was mentioned there, but, again, it could have been.  But

        32       could I draw your attention, Mr Agius, perhaps, to this -

        33       I haven't seen this document before, obviously, but what

        34       I did say in my statement, that on that particular trip -

        35       and as far as I can recall, and I believe this is what

        36       actually happened, I left Winnipeg on Monday, the 13th, and

        37       arrived in Vancouver.  Now, I do recall a meeting with two

        38       people from the Saskatchewan wheat pool, and it was at a

        39       transit hotel.  Now, we have been trying to work out just

        40       when that occurred, but I believe this is the only occasion

        41       in my travel diary that allows enough time for me to be in

        42       a transit hotel, which it appears as though it could have

        43       happened.

        44

        45            I recall being requested to go to a meeting, and

        46       I suspect that that request came while I was in Winnipeg.

        47       I recall meeting two gentlemen - I can't remember their
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         1       names or who they were - but they were keen to understand

         2       how AWB operated in Iraq, and they asked - and I can recall

         3       them asking a number of, I suppose, practical and

         4       management-type questions.  My comments to them were in

         5       relation to those, "I really can't help you, but why don't

         6       we put you in touch with our management people and see if

         7       they can resolve those issues for you."  And I believe then

         8       I passed that back to international marketing at AWB.

         9

        10            Now, whether one of those gentlemen was Mayo Schmidt

        11       or not I have no idea, but certainly I recall a meeting.

        12       I believe from what I can best ascertain from my diary that

        13       that's probably when it took place, and I certainly

        14       remember passing that back to AWB for them to take up with

        15       those people.  The Saskatchewan wheat pool was in fact a

        16       company that we had looked at in the past as a model when

        17       we were looking at AWB for changes, and so I was well aware

        18       of the Saskatchewan wheat pool, the way they operated, and

        19       so, consequently, we took them as a relatively friendly

        20       group.  Now, that may be what the reference is in regard to

        21       this note.

        22

        23       Q.   You may have informed Mr Snowball of the information

        24       that you had obtained from the Saskatchewan wheat vendors?

        25       A.   Well, I actually don't think, with respect, Mr Agius,

        26       I actually gained any information at all.  They were

        27       actually looking to me for information, which I was not

        28       able to give them, that's why I referred them back to our

        29       management.  Whether it was Mr Snowball, I don't recall

        30       that.  I know that I passed the message back, but I suspect

        31       it was Melbourne, rather than Mr Snowball.

        32

        33       Q.   Your trip to Canada was pre-planned, was it?

        34       A.   Yes, it was.

        35

        36       Q.   Was it planned in connection with your work for AWB?

        37       A.   Yes, it would have been.

        38

        39       Q.   What was the purpose of your going to Canada after you

        40       had been in Washington?

        41       A.   I'm not - I believe there was a conference on on the

        42       Sunday, but I can't actually recall, and again, because

        43       I cannot get the diaries, they would normally indicate what

        44       we were going for, but if I was with Mr McConville, then I

        45       can assume that he was a government relations man, I can

        46       assume that we would have been dealing with

        47       government-related issues.
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         1

         2       Q.   What's become of your diaries, as best as you

         3       understand it, Mr Flugge?

         4       A.   I have - we have copies of all my diaries bar five

         5       months.  The five months that are missing are

         6       I think November, December 1998; January, February, March

         7       1999, or maybe I have got the years wrong there, but they

         8       are available, Mr Agius.

         9

        10       Q.   Are they available in Sydney?

        11       A.   I believe we have a copy here.

        12

        13       Q.   Are you missing the diaries

        14       for January, February, March and April of the year 2000?

        15       A.   No, actually, it was 2000.  We actually have April.

        16       We don't have January, February, March.

        17

        18       Q.   Well, what do you say to the suggestion that in the

        19       meeting at the Australian embassy in Washington you and

        20       Mr McConville expressed the view that the issue that had

        21       been raised by Mr Nicholas would be taken seriously by AWB

        22       and that a full response would be forthcoming?

        23       A.   Well, I don't recall that I ever made that statement.

        24       I mean, we have to get Austrade in to context.  Austrade

        25       are a government business.  They are not part of the

        26       Department of Foreign Affairs and Trade, they are not part

        27       of our UN mission.  They are in fact a government business.

        28       As such, I would not necessarily have, I suppose, treated

        29       them the same way as if it had come from the Department of

        30       Foreign Affairs and Trade or our UN Mission.  So I really

        31       can't comment any further than that.

        32

        33       Q.   Could I understand that a little better?  Austrade was

        34       a government business.  They are not part of the

        35       department?

        36       A.   Well, they may well be part of the Department of

        37       Foreign Affairs and Trade, but they are in fact a

        38       government business that actually charge for their

        39       services.

        40

        41       Q.   Why would you not have taken anything that they

        42       said --

        43       A.   No, I don't think I said that we wouldn't take it

        44       seriously; we would have treated it differently to what you

        45       would have had from the Department of Foreign Affairs and

        46       Trade or the embassy or the UN Mission.

        47
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         1       Q.   And in what way would you have treated it differently?

         2       A.   Well, the differently is that you wouldn't necessarily

         3       comment, you would take the information on board and then

         4       deal with the information, but not necessarily engage with

         5       them on potential solutions or necessarily advising them.

         6       They are not someone that you would necessarily work back

         7       through.  People that you would work back through would be

         8       the Foreign Affairs and Trade or in fact the UN Mission.

         9

        10       Q.   Might you have told them that there would be a full

        11       response made to the United Nations?

        12       A.   I can't recall the meeting, Mr Agius, so I don't -

        13       that would be pure speculation as to what I would or would

        14       not have said.

        15

        16       Q.   Perhaps you can help us in this way:  if you had been

        17       told in Washington on 9 March 2000 that there was a

        18       suspicion that AWB were making irregular payments in

        19       association with its wheat contracts, and that another

        20       country had made such a complaint, and that they hadn't

        21       been able to sell wheat to Iraq because they weren't

        22       prepared to make the payments that AWB was making, if you

        23       were given that information in March of 2000, given the way

        24       in which you approached your work and the standards that

        25       you expect you would have applied, what do you imagine you

        26       would have done with that information?

        27       A.   Mr Agius, that is a red flag.  If that's the

        28       information that I was given, then that is a red flag.

        29       That clearly would have been something for us then to go

        30       back to the United Nations Mission on, or whatever, and

        31       take it further, and get a further report.  Now, you know,

        32       I have never heard it being put to me that way before.  I

        33       have never seen anything in the documents that has

        34       indicated that.  But if in fact that's what was given to me

        35       at that level, and as explicitly as what you have just

        36       explained it, then, yes, that would have been a red flag.

        37

        38       Q.   And you say you would have gone back to the UN Mission

        39       about it?

        40       A.   Well, obviously --

        41

        42       Q.   Wouldn't you have first made inquiries?

        43       A.   No, I think, Mr Agius, with respect - I mean,

        44       management would have taken it up.  It wouldn't be

        45       necessarily something that I would have done.  It would

        46       have been something that I would have expected our managers

        47       to take up and then come back on if that's in fact the
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         1       information or review.

         2

         3       THE COMMISSIONER:   Q.   If it was, Mr Flugge, then within

         4       a couple of days in Vancouver you were being asked by

         5       people from Canada, probably the Saskatchewan Wheat Board,

         6       about shipping issues in connection with the sale of grain

         7       to Iraq, which would seem to reinforce the red flag that

         8       you had received, if you did receive it, a day or two

         9       earlier.  Does that not help you recall the matter?

        10       A.   Well, no, it doesn't.  I mean, my recollection of the

        11       meeting with the Saskatchewan Wheat Board - which is not

        12       the Wheat Board, they are quite separate from the Canadian

        13       Wheat Board - was that they were asking a number of

        14       operational questions about Iraq and shipping, and the

        15       like, which I had - I could not answer, and so I passed

        16       that information or that request back to our management.

        17       It was clearly an operational issue, and I couldn't answer

        18       that.

        19

        20            Now, I do reject the suggestion that we were told that

        21       level of detail at that particular meeting.  I --

        22

        23       Q.   The one in Washington?

        24       A.   In Washington.  Because if I had - I mean, that is

        25       something that you would remember, sir.  In all

        26       seriousness, that - you know, I cannot believe that I would

        27       have just sort of said, "Oh, well, don't worry about that;

        28       we will just get on with it."  You know, I would not accept

        29       that, and I don't believe that's the level of information

        30       we were given.

        31

        32       MR AGIUS:   Q.   Let me just go back to your answer.  You

        33       pulled me up on it and I just want to be sure that

        34       I understood what you were saying.

        35       A.   Sure.

        36

        37       Q.   You said:

        38

        39            Mr Agius, that is a red flag.  If that's

        40            the information that I was given, then that

        41            is a red flag.  That clearly would have

        42            been something for us then to go back to

        43            the United Nations Mission on, or whatever,

        44            and take it further, and get a further

        45            report.  Now, you know, I have never heard

        46            it being put to me that way before.

        47
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         1       What would you have done, given the information as I have

         2       put it to you?  You acknowledge it is a red flag.  What do

         3       you say that it is likely that you would have done if you

         4       had been given that red flag information whilst you were in

         5       Washington in March of 2000?

         6       A.   Well, again, it is a terribly hypothetical situation

         7       you are suggesting, Mr Agius.

         8

         9       Q.   Well, it may not prove to be hypothetical.

        10       A.   Well, I believe it is from where I sit.  It may not

        11       be - you may have much more detailed knowledge of the

        12       meeting than I have, and I don't know that.  What I am

        13       trying to suggest to you is that I have no recollection of

        14       the specific meeting.  All that I have at the moment is to

        15       have the opportunity to look at that particular email, and

        16       I try and recall from that particular email what the events

        17       might have been.  I have indicated to you that we had the

        18       meeting in Vancouver which seems to - I don't necessarily

        19       think there is any link between the two, but certainly in

        20       terms of this particular note that is here, there could be

        21       a link between that.  That's all I can do.

        22

        23            Now, you are suggesting to me that I should respond to

        24       a purely hypothetical situation.  Now, if in fact there is

        25       information that there is a document or whatever, then

        26       I would like to see that, and so then I could respond and

        27       maybe it would test my memory.  But clearly I have said, as

        28       chairman, if in fact you got that level of information that

        29       you have indicated, then I would have considered it a red

        30       flag and that red flag would have had to have been dealt

        31       with.  The first part to deal with is to have our

        32       management team go back to the United Nations and ask the

        33       questions, say, "Well, what is the situation?  Who is

        34       asking the questions?  What information do people require?"

        35       That would have been the very first step, and depending on

        36       the outcome of that, it would have been taken further.

        37

        38       Q.   Would not another first or second step have been to go

        39       back to AWB in Melbourne and say, "What can you tell me

        40       about the trucking fee and who are we paying it to?"

        41       A.   Not necessarily.  I mean, I believed - I mean, this

        42       was not a scheduled meeting.  Remember I was in Washington

        43       for a whole series of other meetings.  This would have

        44       been, I believe, not much more than a door-stop meeting,

        45       and I'm afraid - you know, my view at that time would have

        46       been that if the information was given to me, I would have

        47       taken it down - our management team, both Mr McConville and
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         1       Mr Snowball, would have taken it down, and appropriate

         2       action would have been taken.  I am not sure why I would

         3       have immediately got on the phone and gone back to

         4       Melbourne, unless that information was so dramatic that

         5       I needed to do something about it.  Now, my recollection is

         6       that the information wasn't that dramatic.

         7

         8       Q.   Well, if we have the version of the information as

         9       Mr Snowball has it in his email - I wonder if we could

        10       bring that up, AWB.5073.0349.  This is exhibit 121, and

        11       I think this is a clearer copy than the exhibited copy,

        12       which I believe is MAE.0002.0091.  This is the information

        13       as Mr Snowball's note has it, his note of 16 March 2000

        14       contained in this email:

        15

        16            Alistair had visited the UN in NY the week

        17            before.  A UN official had asked him for

        18            clarification of the following wording in

        19            our short form contract with grain Board of

        20            Iraq.

        21            "All other terms and conditions as per AWB

        22            Limited and Grain Board of Iraq Standard

        23            Terms and Conditions..."

        24            Alistair mentioned that someone at the UN

        25            was asking him quietly/informally about

        26            payments AWB was making to Iraq for

        27            discharge/trucking.  Alistair suggested to

        28            us that the request for information on the

        29            above contract clause was linked to this

        30            discharge/trucking payment issue.

        31

        32       Now, would that raise any kind of a flag for you, any kind

        33       of a red flag for you?

        34       A.   No, I don't think that's necessarily a red flag, if

        35       that's what was given, and that's - then that's not

        36       necessarily a red flag.  Given coming from Austrade, and

        37       given the comments that Mr Snowball has down the bottom,

        38       then had Mr Snowball given me a briefing, you can see the

        39       tone of the briefing that I probably would have been given,

        40       and it may well be that you just take Austrade - again, as

        41       I have said to you before, they are someone that's looking

        42       for business, they were looking - and so you would have

        43       simply taken it as someone that was basically passing on

        44       some information.

        45

        46            But I have to say, Mr Agius, that I have always - and

        47       I have said to the UN and I have said to the inquiry in my
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         1       statement - I always - I was aware that we were paying a

         2       trucking fee.  My understanding was that it was approved by

         3       the UN.  So unless there was someone or something that

         4       actually said to the contrary, then I'm afraid I wouldn't

         5       necessarily see that as a red flag.  And this certainly

         6       doesn't go anywhere near as far as what you suggested

         7       hypothetically to me a few minutes ago.

         8

         9       Q.   Might you not, as a result of just the information

        10       that we see in Mr Snowball's email, have spoken to Mr Emons

        11       about the trucking fee issue, as he says you did in the

        12       email that I took you to?

        13       A.   Well, I have said before, Mr Agius, that I don't

        14       recall speaking to Mr Emons specifically about this issue

        15       at all.  Now, I can't say that discussions didn't take

        16       place, but in fact I don't recall speaking to him.  I mean,

        17       I view this as clearly a management issue.  I don't think

        18       it is an issue that the chairman of AWB, with all the other

        19       issues that I was involved in, would have actually gone

        20       down to that level.  This is not something that I would

        21       have worked with on a day-to-day basis.

        22

        23       Q.   So do you say that to the best of your recollection

        24       you weren't told anything about a third party country

        25       whilst you were in Washington, and its dealings with Iraq?

        26       A.   To the best of my recollection, no.

        27

        28       Q.   But would you agree with me that if you had been given

        29       information such as that which I put to you, that there was

        30       a suspicion of AWB making irregular payments in association

        31       with its wheat contracts, and that another country had made

        32       such a complaint, that they hadn't been able to sell wheat

        33       to Iraq because they weren't prepared to make the payments

        34       that AWB was making - if you had been given information to

        35       that effect, do you agree that it is likely, in those

        36       circumstances, you would have contacted the AWB in

        37       Melbourne and passed that information on?

        38

        39       MR BARKER:   I object to the question.  It is simply a

        40       repeat of the question that has been put over and over and

        41       over involving a hypothesis which the witness doesn't

        42       accept.

        43

        44       THE COMMISSIONER:   Yes.  I will allow the question.

        45

        46       Q.   Can you answer the question, Mr Flugge?

        47       A.   Again, well, I was - before Mr Barker rose, I was
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         1       trying to think, you know, it is hypothesis that I have

         2       answered before, and I have said that if in fact it was

         3       given in such clear and categoric terms, I still believe it

         4       would have been management to take that forward, not

         5       necessarily me get on the phone to particular individuals.

         6

         7            I didn't have that direct relationship.  Continually

         8       people are suggesting that I had a direct relationship with

         9       people and that when management issues came up that I would

        10       deal with them.  That is not the case.  The fact of the

        11       matter is that we were in Washington and we would have had

        12       at least seven or eight significant meetings with

        13       significant people.  This would have been a meeting that

        14       was there.  Now, my mind, my concentration, was on food

        15       aid.  That was the level that I dealt with.  These types of

        16       management issues, particularly queries of this nature,

        17       would have in fact been dealt with by our management

        18       people.  It is not for me to get involved in.  If it has

        19       been as specific as the hypothesis that Mr Agius is

        20       putting, I think that puts it into a totally different

        21       category to what we are actually dealing with as far as

        22       this email is concerned.

        23

        24            Now, as I said, I haven't seen a document.  I haven't

        25       been able to get anything other than the hypothesis that

        26       you are putting forward.

        27

        28       MR AGIUS:   Q.   Well, that's what I am putting to you, and

        29       I'm asking you --

        30       A.   And I have given you the answer:  if it was as clear

        31       as what you are suggesting, then, yes, it would have been a

        32       red flag.  But I don't necessarily think that I would have

        33       immediately got on the phone.  I think that what we would

        34       have done is suggested to the management people that were

        35       present, particularly Mr Snowball, that had the

        36       relationship with our UN mission, to actually ask the

        37       question.  Now, it appears as though he did ask some

        38       questions.

        39

        40       Q.   Well, that's what I was going to put to you.  It seems

        41       that your first choice when you first answered the

        42       question, "That clearly would have been something for us

        43       then to go back to the United Nations Mission on", was

        44       exactly what you did do.

        45       A.   Yes, but it wasn't in relation to your hypothesis, it

        46       was in relation to what's actually in the email.

        47
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         1       Q.   What did you do after that, or can't you recall?

         2       A.   Mr Agius, with respect, I mean, we - this was one

         3       meeting amongst a dozen meetings or half a dozen meetings.

         4       I'm not sure how many we had.  But, quite frankly, we would

         5       have moved on to the next one.  We would have probably, if

         6       it was in the embassy, as I assume that it was, gone out of

         7       the embassy, got into a cab and gone to the next meeting.

         8

         9       Q.   On the version of it just as we have it from

        10       Mr Snowball there is an issue raised about a query from the

        11       United Nations about payments the AWB was making to Iraq

        12       for discharge and trucking.  It was a matter going directly

        13       to the administration of contracts that the AWB and the IGB

        14       were a party to, in connection with the UN, which was

        15       operating a sanctions regime.  Wouldn't it have struck you

        16       as a very important matter?

        17       A.   Mr Agius, can I just have a look at the date of this

        18       email?

        19

        20       Q.   16 March 2000?

        21       A.   So the - you know, that's not necessarily what

        22       occurred on the 9th or 10th.  What has happened, from what

        23       I can understand of the email, is that at some stage post

        24       that meeting Mr Snowball has gone to the UN.  Now, given

        25       that we would have had a range of meetings, I suspect it

        26       didn't happen on the 9th or 10th.  We went to Winnipeg

        27       after that, which was certainly - certainly the Monday was

        28       the 13th, I'm aware of that.  I suspect that he went to the

        29       Mission after that.  Now, that's not emanating from that

        30       meeting.  That would have been from his inquiries at a much

        31       later date.

        32

        33       THE COMMISSIONER:   Q.   No, no, the document says it is a

        34       recap of what happened and the follow up?

        35       A.   I am sorry, Commissioner, but I thought Mr Agius was

        36       asking me about what the UN Mission had said when

        37       Mr Snowball went to them making some inquiries.  That's

        38       what I understood the question was.

        39

        40       MR AGIUS:   Q.   No, no what I put to you was:

        41

        42            On the version of it just as we have it

        43            from Mr Snowball there is an issue raised

        44            about a query from the United Nations about

        45            payments the AWB was making to Iraq for

        46            discharge and trucking.  It was a matter

        47            going directly to the administration of
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         1            contracts that the AWB and the IGB were a

         2            party to, in connection with the UN, which

         3            was operating a sanctions regime.

         4

         5       MR BARKER:   Well, I object to this.

         6

         7       MR AGIUS:   Can I finish putting the question:

         8

         9            Wouldn't it have struck you as a very

        10            important matter?

        11

        12       THE WITNESS:   I don't follow your question off that.

        13

        14       THE COMMISSIONER:   Just a minute.

        15

        16       MR BARKER:   Mr Agius puts it as being a question from the

        17       United Nations, when in fact someone at the United Nations

        18       in a quiet informal way asked about payments.  It is now

        19       being elevated to a matter of concern to the United Nations

        20       when the email says no such thing.  It doesn't go close to

        21       it.

        22

        23       THE COMMISSIONER:   It says "Someone at the United Nations

        24       was asking quietly/informally about payments".

        25

        26       MR BARKER:   Someone at the UN asking quietly/informally.

        27

        28       THE COMMISSIONER:   Yes.  I will allow the question.

        29

        30       MR AGIUS:   Q.   I will put the question to you again:

        31

        32            On the version of it just as we have it

        33            from Mr Snowball there is an issue raised

        34            about a query from the United Nations --

        35

        36       or, if you like, a query from somebody at the United

        37       Nations --

        38

        39            about payments the AWB was making to Iraq

        40            for discharge and trucking.  It was a

        41            matter going directly to the administration

        42            of contracts that the AWB and the IGB were

        43            a party to, in connection with the UN,

        44            which was operating a sanctions regime.

        45            Wouldn't it have struck you as a very

        46            important matter?

        47
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         1       A.   Not necessarily, no, because, I mean, my understanding

         2       was that AWB was paying an inland transport component, and

         3       that the UN had approved that component.  If that was the

         4       case, then we're talking about a level of detail here that

         5       I had no knowledge of, and if in fact there had been an

         6       inquiry from the UN, why did it come through, you know, a

         7       very obscure source like Austrade?  So it doesn't make a

         8       lot of sense.

         9

        10            So in answering your question about what I might or

        11       might not have done, I have to say to you that if there was

        12       a serious issue relating to us coming out of the UN, why

        13       did it come through such an obscure source?  Why didn't it

        14       go direct through our Mission and then to AWB?  It doesn't

        15       make much sense to me.

        16

        17       Q.   It had been raised with AWB in January of 2000.  Were

        18       you not aware of that?

        19       A.   I don't recall.

        20

        21       Q.   I withdraw that question.  It had been raised

        22       in January, not with AWB.  Were you aware of that?

        23       A.   No, I am sorry, you are starting to confuse me.  You

        24       said it was with AWB, but not with AWB.

        25

        26       Q.   I have withdrawn that, Mr Flugge.  I am asking you

        27       whether you were aware that a similar complaint had been

        28       raised in January of 2000.

        29

        30       MR BARKER:   With whom?

        31

        32       THE WITNESS:   I'm not aware of it, because I - I don't

        33       even understand your question.

        34

        35       THE COMMISSIONER:   We will adjourn at 5 o'clock, Mr Agius.

        36

        37       MR AGIUS:   Thank you.

        38

        39       THE WITNESS:   I am sorry, I can't always hear you,

        40       Commissioner.  I apologise.

        41

        42       THE COMMISSIONER:   I have a very low and non-carrying

        43       voice.  I will try and speak up.

        44

        45       MR AGIUS:   Q.   Could we bring up, please, exhibit 122,

        46       which is AWB.0136.0524.  This is Mr Emons' fax to Mr Yousif

        47       Rahman, subject "UN enquiry concerning trucking fee".  Have
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         1       you seen this fax in the course of preparation for your

         2       evidence before this inquiry, Mr Flugge?

         3       A.   Yes, I have, yes.

         4

         5       Q.   You will have seen, then, that Mr Emons appeared to be

         6       possessed of some information that the AWB Limited in New

         7       York had been approached by the Customs Office of the

         8       United Nations, who were questioning the payments by AWB to

         9       the Jordanian trucking company.  Were you aware of any such

        10       request whilst you were in Washington with Mr Snowball and

        11       Mr McConville in March of 2000?

        12       A.   No.

        13

        14       Q.   He goes on:

        15

        16            We are very concerned to learn from the UN

        17            that the Canadian Government has taken

        18            action within the United Nations to

        19            discover the manner of AWB payments.

        20

        21       Did you hear anything whilst you were in Washington

        22       in March of 2000 that the Canadian government had taken

        23       action within the United Nations to discover the manner of

        24       AWB payments?

        25       A.   No.  I certainly don't remember hearing anything.

        26

        27       Q.   Did you pass any of that information - those two

        28       paragraphs that I have read from this fax - to Mr Emons or

        29       to anybody else in the Melbourne office --

        30       A.   No.

        31

        32       Q.   -- of AWB?

        33       A.   No.

        34

        35       Q.   Did you learn any of that information whilst you were

        36       in Canada, having left Washington?

        37       A.   No, no, I didn't.

        38

        39       Q.   Can you recall what were the issues that the

        40       Saskatchewan wheat sellers were talking to you about?

        41       A.   I have a very - it is not a clear recollection of that

        42       meeting.  As I said, Mr Agius, we met at a transit hotel.

        43       I seem to recall dinner or coffee.  The questions seemed to

        44       be relating to the shipping, but I really don't - I mean,

        45       my recollection of that was, "I don't know what you are

        46       talking about", and that's why I think I recall it, and

        47       that's why I simply passed it on to AWB management.  It was
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         1       not an area that I was able to answer any questions on.

         2       Now, I don't think that filled up the whole discussion.

         3       I think because they were from Saskatchewan wheat pool, I'm

         4       quite sure the discussion ranged widely with the issues of

         5       grain and perhaps their company, and the like, but, you

         6       know, I certainly recall that meeting with those people.

         7

         8       Q.   Can you help us with Mr Snowball's note and the

         9       context in which he might have made it?  Could we go back

        10       to exhibit 386:

        11

        12            Trevor wants to keep alongside them.  See

        13            if we could help them.  Call and get

        14            background.  Markets to put the cargoes

        15            into.

        16

        17       These appear to have been cargoes on five vessels where

        18       there had been claims by the Iraqis that the cargoes had

        19       been contaminated.

        20       A.   Mmm.

        21

        22       Q.   Do you recall having any involvement with trying to

        23       assist the Canadians to move such of those shipments that

        24       the Iraqis had rejected?

        25       A.   No, I don't.  I think - you know, as I have said,

        26       really the best way I could help them was to put them

        27       through our management people.  It was not something that

        28       I could personally deal with, because I really had no

        29       knowledge of what it was all about.

        30

        31       Q.   But is that what the Saskatchewans spoke to you about,

        32       that sort of topic - contaminated cargoes?

        33       A.   No, I don't remember it being contaminated cargo.  It

        34       could well have been.  That's not something that sits in my

        35       mind.  I certainly generally was aware that the Canadians

        36       were having some shipment problems.  Now, what they were,

        37       that is not a specific recollection that I have.

        38

        39       Q.   Can you recall whether the Canadians that you met

        40       spoke to you about the Canadian government having disrupted

        41       or delayed a CWB sale because of a trucking payment?

        42       A.   No.

        43

        44       Q.   Do you say to the best of your recollection you never

        45       obtained any information to that effect whilst you were on

        46       this trip?

        47       A.   To the best of my recollection, I don't believe
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         1       I received any information regarding Canadian Wheat Board.

         2

         3       Q.   Or a delay or disruption to CWB sales because of a

         4       trucking payment?

         5       A.   No.

         6

         7       Q.   Either in Washington or in Canada?

         8       A.   To the best of my recollection, that's not an issue

         9       that I recall.

        10

        11       MR AGIUS:   Is that a convenient time, Mr Commissioner?

        12

        13       THE COMMISSIONER:   Yes.  We will adjourn until 10am.

        14

        15       AT 4.58PM THE COMMISSION WAS ADJOURNED

        16       TO TUESDAY, 28 FEBRUARY 2006 AT 10AM

        17
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