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SUMMARY: ,u ...... 'LJl(b)(l))4 (c) I 
APPROVAL PROCESS FOR CHINESE FOREIGN ARMS SALES, DIS­
TRJBUTJON Of ARMS SALES PROFITS, AND THE FORMATION OF A 
NEW FOREIGN MILITARY AFLE=S~C~CMil~M~IT~TE=E~. _____ _ 
TEXL L --..i (b)(l).(b)(3)10USC424,1.4(c) 

ASKED IF iHE CENTRAL ~ILI-
7TA::-:::R.,--Y-=-C()l,l=--=MI:-::-5S::-::J-::-:ON-W=A-=-s~'::_~~~-1..11.....1..LLI----"lpRQVAL PROCESS FOR 
LARGf VOLIJME SALES. IN THE CASE OF 
SALES TO THE MIDDLE EAST (IRAN/IRAQ) OULD ADDRESS 
THE APPROVAL PROCESS BEFORE THE £ND OF THE WAR. THE 
APPROVA.L FOR NORHJCO SALES WAS OBTAINED BY ( (DING)) 
HfNGGAC WITH THE FOREIGN MINISTRY GIVING ITS APPROVAL 
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BASEL: o~ iH~ mo um CERTIFICm ICbJ(IJ.1.4 1wrrcAnD 
TfiA: TH( \>!HQLE PROC[SS \,!A~ DLSIGI<[[: TO rr.ovm Mi E~~ 
USlf: CER'l' lCATE FROM i; NU'lRAL [OlJNTR~ \o/111CH WOUUl A A 
EASILY 6[ APPROV[D 81 THE f □REIG~ MINISTRY AND DING V' 
HrnGGACi. TH[ 01/L: [~CEP,IOi/ 10 1HE ~PPROVAL PROt( ~ WA, 
THE R[OUIRlMUH TC: OET~IN !ilGfl LfVEL APPROVAL (b)(l),1.4 

M£rnmnD SP£WICAU.1 TH[ NAME O,' 1 ( LI) i X!Afitil4/\) 
PRIOR TD 1HE VISJT O' ~ fORT\ MEMBER lRA!iI/\11 [lfL[G~TJOrJ 
:..EC BY THE IRAfHAI, DEPUTY MINISTER OF DEFHlSf H1 1983 

ri ·,, 'ff, N N [lfl[GA1 ION LED B'i AN lMMAt, IN 1984. 
(b)(l),1.4 (c) /\L THOUGH EVERYONE AT THE TOP KNEii 
wHtR[ THE'SAL[S YIERE DEST!flrD, THFY SJMPLY 'tJOUL-D NEVER 
ASh THE QUESTION AND THE f ALSE mo USER CERTIPlCATES 
PROVIDED THEJR ABILITY TO DENY DIRECT SALES TO IRAN OR 
IRAQ l(b)(l).14 (c) IMA.0[ OVER BO PERWH OF 
fl! S SALES TO IRAN 1HROUGH HONG KONG F P S AND 
TH[ HOf'.IG WNG BASED BMJk MELLJ IRAN. (b)(IJ.1.4 (c) "BAN~ 
lo\tlll IRAN t-10\'[D T.l-l[ HONEY 1N AND OUi 1N SUCH A WA\' THf. 
HONG KONG GOVFR»t>!ENT•C~L.O NFVFR DJSfOVER ITS ORIGIN OR 

,DES_TINATimi. • FINALLY. (b)(l),1.4 (c) IOVER 90 PERCENT 
• Of HIS SHIPMEtHS OF ARMS TO IRAN AND lRAQ WERE BROKERED 

THROUGH A HONG KONG SHJPPHIG AGENT. NORINCO SIMPLY 
DEUVERED THE ARMS FOB TO THE CHINESE PORT At-ID JrlALKEO 
AWAY FROM THE WHOLE AFFAIR 

(b)(3)50USC , 2. ~ l(b)(l),1.4(c) ITKE RJVALRY 
4o3-l(i) BETll'EEN POLY AND NORJNCO WAS OVERSTATED. l(b)(l),J.4 (c) I 

1HAT IN MMl'r CASES, HE WORKED WITH POLY ON SALES WHICH 
NOR!NCO COULD NOT COMPLETE. l(b)(l),1.4 (c) I 
NORINCO'S ADVANTAGE OVER f'OLY WAS IT A ILITY 10 HIRE 
LOCAL AG£N1S FOR NORINCO OVEP.S£AS (b)(l),1.4 (c) PO!tffED 
Olll. POL i HAD ITS ATTACHES WHO PROMOTED roL y 's SALES 
BUT THE t,ORlNCC AGEll'TS. UNLIKE Hi£ ATTACHES OR OFFICIAL 
CHINESE NORINCO EMPLOYEES, COULD PAY THE BRIBES WHICH 
\,;"R SOLUHLY NECESSARY TO COMPL£TE THE SAL[S. 

(b)(IJ.1.4 (c DIGRESSED INTC A SHORT DISCUSSION ON THE 
NECESSITY OF BRIBES FOR SAL[S TO THAILAND AND HIS 
PERSONAL JNVOLVEMENT IN DISCUSSIONS BETWEEN THE DIREC­
TOR OF NOR INCO, ( (ZOU)) #!:l!JJ.UL..l1J!IL~l1,Jll1L.,{ ( CHAWALI T) ) 
WHICH DATED BACK TO 1986 (b)(l).(b)(3) IO usc 4 IF HE MIGHT 
PRO}!J1l[.....S.llE INSIGHT ON POLY'S SALES APPROVAL PROCESS 

(b)(3)50USC ;~D~\b)(l).(b)(3)10 ~~~~~ ~~R~H~1Tmm~-
403-l(i) IN THE DISTRIBUTION Of PROFITS fR()I THE SALES OF CHI-

54 

NESE MILITARY EQUIPMENT. l(b)(l),1.4 (c) I AS A GENERAL 
BT 
j E e n E T SECTION 0~ Of 021(b)(3) 10 USC 424 
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COUNTRY: (U) CHINA {CH); IRAN (TR); THAILAND (TH). 

SlJ5JECT: lIR (b)(3) IO usc ARMS SALES APPROVALS AND 
424 

RULE, PROFITS WERE DISTRIBUTED IN THE FOLL0\1/ING MANNER: 

30 PERCENT WAS RtTURtJED TO COSTIND. 
30 PERCENT WAS RETURNED TO THE MINISTRIES, I.E. 

MINISTRY Of ORDNANCE INDUSTRY. 
30 PERCENT WAS DISTRIBUTED TO NORTNCO FACTORIES. 
5 PERCENT WAS LEFT WITH THE NOHINCO SAUS OFFICE. 

l(b)(l).J.4 (c) lwAS VERY PROUD Of THE IMPROVEMENTS WHICH HAD 

~~~~s~~~~T I~f N~~~i~/ ;~T~~i~~ ~~~A:i~~~ 1LJofEo 
THAT TH£ FACTORIES \I/ERE ABLE TO tilODERNm MUCH OF mm 
EQUJPMENT WITH THE FUNDS. 

4. ~/OR) l(b)(l),l.4 (c) llHERE MAY 
PRESENTLY BE SOOE EFFORT UNDER WAY TO BRING BOTH NORIN-
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cc, AND POJ UtWER SOM[ CU/1RAL CGrHf\OL. l\b;(l).L4 1Tf:111!'.S 

fORM[O ~'li!CH ~'lLc HJCLUDr DIU(, HtY GAG (; LiY ·) Hli>1~:1.!i,~, 
TH~.T A cownm ori FOR[!Gh MJL!TArs\' SAcE~ HAS Gm; \ 

rnu JlAnuA AND WE) "i PrnGc[ 1 ICbJ(lJ.1.4 lcouLD PROVIDF Ne, 
FURTHER INFORM!\ ON % !HE tOMP.1mr N:Jf: A~Y PPC:SDfCTS 
FOR 1H[ fUlUR[ RAT!otl~LI!ATJON OF THE FOREIGN MllITAR\ 
'A' r' Pn[,S ~ L,.l ll; " 
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