UN official's claim blows a hole in wheat story
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A FORMER United Nations customs official has dropped a bombshell on the Howard Government by saying she explicitly warned Australian officials six years ago that AWB might be paying trucking fees to Iraq in breach of UN sanctions.

This shock development comes as the Trade Minister, Mark Vaile, and the Foreign Affairs Minister, Alexander Downer, prepare to take the stand at the Cole inquiry today and tomorrow.

The allegations by Felicity Johnston, to be broadcast on ABC TV's Four Corners tonight, put in doubt testimony to the inquiry by several Australian diplomats.

It is understood Ms Johnston, a British customs official seconded to the UN during the oil-for-food program, will be called to give evidence this month.

Since the scandal broke, Government ministers have said they never knew the monopoly wheat exporter was paying trucking fees and had no reason to suspect so. But Ms Johnston says she specifically raised trucking fees with the Australian diplomat Bronte Moules in January 2000 after Canadian diplomats alleged AWB was breaching sanctions.

She said: "It would have been unthinkable for me as a person who comes from an investigative customs background that I would … not have mentioned the most salient point of the allegation. It's something that could not and would not have occurred."

Ms Johnston says she also passed allegations about the kickbacks to Australia's then trade commissioner in Washington, Alistair Nicholas. She has told Four Corners she had absolutely no doubt she mentioned trucking fees to him. "I can't imagine that I wouldn't have. I can't see any reason why I wouldn't have."

Both Mr Nicholas and Ms Moules, then first secretary at Australia's UN mission, deny Ms Johnston ever talked to them about trucking fees. There is a crucial gap in the evidence: both officials have told the Cole inquiry they took no notes of their discussions with Ms Johnston. Their cables to Canberra - or those seen by the inquiry - make no specific mention of trucking fees.

AWB eventually paid nearly $300 million over three years in kickbacks to Saddam Hussein's regime. The commissioner, Terence Cole, QC, has heard no evidence of Australian government officials investigating the payments in these years, despite Ms Johnston's intervention and the dozens of AWB contracts with Iraq that cover "inland transportation" of wheat.

Ms Moules's response to Ms Johnston's warning in January 2000 was to cable Foreign Affairs in Canberra asking for "discreet high level inquiries" to be made into possible inadvertent pay- ments by AWB "outside the oil-for-food program". Bob Bowker - now ambassador to Egypt, then an officer in the Middle East branch of the department - rang a middle-level "government relations" officer at AWB who told him the allegations were "bullshit". That phone call was the end of the inquiries.

Though Ms Moules has given evidence suggesting she did not alert the UN's Office of the Iraq Program at that time, Ms Johnston has told Four Corners Ms Moules did ring back with an answer that seemed in retrospect "downright deceptive and at best disingenuous".

She recalls Ms Moules saying "the matter had been approached at the most senior level within AWB, and she said … they categorically denied the fact that they were making any payments to the Government of Iraq outside the sanctions and that they were confident they were toeing the party line."

Ms Johnston says she dropped the investigation because of confusion on her part and because she did not believe AWB would violate sanctions. She believed Australia was "the most reputable" of the governments with contracts with Iraq. For AWB to flout sanctions, then lie about it, was incomprehensible.

