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Fueling Atrocities

South Sudan’s leaders use the country’s oil wealth to get rich and terrorize civilians, according
to documents reviewed by The Sentry. The records reviewed by The Sentry describe who is
financially benefiting from the conflict itself. Little has been known about the financial
machinery that makes South Sudan’s continuing war possible, but these documents appear
to shed new light on how the country’s main revenue source—oil—is used to fuel militias and
ongoing atrocities, and how a small clique continues to get richer while the majority of South
Sudanese suffer or flee their homeland.

Documents reviewed by The Sentry purport to describe how funds from South Sudan’s state
oil company, Nile Petroleum Corporation (Nilepet), helped fund militias responsible for horrific
acts of violence. They also indicate that millions of dollars were paid to several companies
partially owned by family members of top officials responsible for funding government-aligned
militia or military commanders. !

One key document, part of a collection of material provided to The Sentry by an anonymous
source, appears to be an internal log kept by South Sudan’s Ministry of Petroleum and Mining
detailing security-related payments made by Nilepet. The document titled, “Security Expenses
Summary from Nilepet as from March 2014 to Date” (“the Summary”) lists a total of 84
transactions spanning a 15-month period beginning in March 2014 and ending in June 2015.
In total, the document lists over $80 million in payments to politicians, military officials,
government agencies, and private companies, many of which include captions that describe
activities directly linked to the government’s war effort. Other documents reviewed by The
Sentry include copies of correspondence that describe the petroleum ministry’s provision of
fuel and other supplies to Padang Dinka militia groups.

South Sudan became the world’s newest country in 2011, but a civil war that broke out in
December 2013 has resulted in tens of thousands of deaths and has left more than 4 million
people displaced, internally and externally. The proximate trigger of the civil war was a dispute
between President Salva Kiir and then-Vice President Riek Machar. However, the key catalyst
of South Sudan’s civil war has been competition for control over state assets and the country’s
abundant natural resources. A peace deal to halt fighting between warring factions has stalled,
and the United Nations has warned that nearly two-thirds of the country will need food aid to
keep from starving. And while the conflict has had dire economic consequences for most of
South Sudan’s population, many of the top officials responsible for the war in the first place
have accrued enormous wealth and have families living luxurious lifestyles outside the
country.

South Sudan’s oil revenue management practices—and in particular those of Nilepet—have
long been criticized by a wide range of civil society groups and international organizations,
such as the South Sudanese Law Society, the International Monetary Fund, and the U.N.
Panel of Experts. The new documents reviewed by The Sentry shine a spotlight into those
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murky practices and appear to explain how top officials used Nilepet funds to support a group
of Padang Dinka militias implicated in widespread attacks and other atrocities.

Key Information Contained in the Documents

More than $80 million was recorded as paid to South Sudanese politicians, military
officials, government agencies, and companies owned by politicians and members of
their families who were, according to the Summary, paid for services such as military
transport and logistics to forces implicated in atrocities.

South Sudan’s petroleum ministry assisted in the provision of food, fuel, satellite
phone airtime and money to a group of militias in Upper Nile state, according to the
Summary. The militias are reportedly responsible for destroying villages and attacks
against civilians, including a February 2016 attack against civilians at a U.N. site in
Malakal that left dozens dead.

Interstate Airways, partially owned by South Sudan First Lady Mary Ayen Mayardit,
reportedly received six payments beginning in April 2014 for army logistics and
transportation of military hardware.

Crown Auto Trade, owned by Obac William Olawo, a prominent South Sudanese
businessman, is listed in the Summary as having received $8 million in payments
from Nilepet in 2014 alone for activities ranging from supplying vehicles to importing
armored personnel carriers and transporting tanks and supplies.

Nile Basin for Aviation, a little-known airline owned by family members of top military
and government officials—including the wife of former military chief of staff Paul
Malong and a nephew of then-petroleum minister and current Minister of Finance and
Planning Stephen Dhieu Dau—is identified in the Summary as receiving payments
from Nilepet in early 2015 for military logistics operations.

Fueling Militias

The documents appear to describe how top officials used Nilepet funds to support a group of
Padang Dinka militias active in northeastern Upper Nile state and implicated in widespread
attacks against civilians and other atrocities. Composed of members of the Padang Dinka sub-
ethnic group from greater Upper Nile, these militia groups were initially established to protect
oil fields at Paloch but evolved to become central actors in South Sudan’s evolving civil war
when they began receiving support directly from South Sudan’s National Security Service.?

Small Arms Survey, a Geneva-based non-governmental organization, reported that this group
of militias targeted the Shilluk ethnic group, burned down villages and engaged in widespread
attacks against civilians, including a February 2016 attack on a U.N. Protection of Civilians
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(PoC) site in Malakal that resulted in dozens of deaths.3 This group of Padang Dinka militias
are commonly referred to collectively as the “Oil Protection Force” or the “Community Police
Force,” though they have also been described in numerous reports as the “Dinka White Army”
or the “Padang White Army.” The documents reviewed by The Sentry appear to show that
the petroleum ministry was providing support to these militias from mid-2014 to mid-2015.

The documents appear to describe how the petroleum ministry provided support to these
militias in the form of fuel, equipment, funds, food and supplies, and airtime for satellite
phones. The Summary, for example, lists payments for $1.1 million worth of food for the “White
Army” in numerous locations in Upper Nile state where the Padang Dinka militias were
operating, as well as payments to one of the militias commanders, Tor Ajuot Deng.5 Email
correspondence reviewed by The Sentry between Gieth Abraham Dauson, a senior aide to
Dhieu Dau, and individuals stationed at the Paloch oilfields, indicate that the Ministry of

Petroleum played a role in supplying the Padang Dinka militias over a 10-

The documents reviewed by month period between September 2014 and July 2015.% These emails

The Sentry appear to show

appear to corroborate assertions made by the U.N. Panel of Experts that
the Ministry of Petroleum was using Nilepet revenue to provide weapons

that the petroleum ministry 4 the Padang Dinka militia.”

was providing support to
Padang Dinka militias from  Reports of violence against civilians by Padang Dinka militias continued

mid-2014 to mid-2015.

through 2017. “Numerous witnesses said that members of a Dinka militia,
which some called the ‘White Army,” rampaged freely through the region
during the government offensive,” according to a June 2017 report by
Amnesty International documenting abuses that occurred in Upper Nile state. “Its members
were armed with automatic weapons and wore military uniforms, and at least some of them
wore white bandanas. While engaging in massive looting, they harassed, threatened and killed
civilians.”

Given that these forces operate outside a formal state military structure, the militias are, by
definition, paramilitary forces. Organizing and supporting them appears to contradict a
provision of the South Sudan constitution, which states: “No person or persons shall raise any
armed or paramilitary force in South Sudan except in accordance with this Constitution and
the law.” Dhieu Dau, the official that the U.N. Panel of Experts said was responsible for using
Nilepet funds to supply these militia, was appointed South Sudan’s Minister of Finance and
Economic Planning in July 2016.10

Profiting from War

The Summary further describes transactions indicating that numerous private companies
have provided support to security forces in South Sudan in the form of supplying and
transporting weapons, troops, and other goods. The Summary identifies a total of 84
transactions spanning a 15-month period beginning in March 2014 and ending in June 2015.
In total, the document lists over $80 million in payments to politicians, military officials,
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government agencies, and private companies, many of which are directly linked to the South
Sudanese government’s war effort.!!

The Sentry has independently obtained and reviewed documents that identify the owners of
many of the companies listed in the Summary. In several cases, key shareholders in these
companies were in a position to know about the operations of the forces for whom they were
providing services. This is particularly true in the case of four aviation firms that, according to
the Summary, provided services for South Sudan’s military and security services from mid-
2014 to mid-2015:

Interstate Airways, an airline whose 33-percent shareholder is identified in the
documents reviewed by The Sentry as First Lady Mayardit, is listed in the Summary
in connection with six payments over a 14-month period beginning in April 2014,
including payments for “army logistics” and “transportation of military hardwares.”12

Nile Basin for Aviation appears in connection with five payments recorded in the
Summary, all occurring in 2015, including several payments for charter flights to cities
in Upper Nile state in early 2015 as fighting was intensifying.'3 Corporate records
reviewed by The Sentry indicate that this company was owned, in part, by a wife of
then-military chief of staff Paul Malong, as well as a nephew of Dhieu Dau, and
another senior government official.

According to the Summary, Crown Auto Trade, a Toyota dealership with a majority
owner—Obac William Olawo—who is a prominent South Sudanese businessman,
received over $8 million in payments from Nilepet in 2014 alone for activities ranging
from supplying vehicles to importing armored personnel carriers and transporting
tanks and supplies.'* A report by Control Arms, a research and advocacy group,
stated that the type of armored personnel carriers described in the Summary were
‘observed in different locations within South Sudan between May and December
2014, including in areas of Unity State where the conflict has been intense.”’® In an
interview with The Sentry, Olawo denied that any of his companies have ever been
involved in transporting troops, weapons, or equipment for the military. He said that
the documents and reports suggesting as much may be confusing his company with
“Sierra” an operation connected to Erik Prince, who he said is one of his business
partners.

There are indeed two payments recorded in the Summary that mention Prince’s
company, Frontier Services Group, in connection with “Project Sierra.” Two $16.4
million payments were recorded as paid in July and October 2014, labeled “Air
Logistics & Support Services...(Project Sierra, Frontier Services Group).” Olawo
described Sierra as an air cargo operation for the Sudan People’s Liberation Army
(SPLA) and the National Security Service. In April 2016, The Intercept reported that
FSG had attempted to provide attack aircraft to the Government of South Sudan in
addition to other defense-related services.'® Representative from FSG have
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The documents reviewed by

previously denied doing business with South Sudan’s military, but did not respond to
questions about the payments described in the Nilepet security expenses summary.t’

e The Summary also lists Golden Wings Aviation—another company owned by
Olawo—alongside several other companies in connection with a $4,250,802 payment
dated June 1, 2015, labeled “payment for army logistics operation.”'® The company
is also mentioned by the U.N. Panel of Experts on South Sudan as having transported
weapons to Unity state on several occasions during a period of particularly horrific
violence in 2014 and 2015.

Each of the companies listed above is identified in the Summary in connection with
transactions involving flights or military logistics operations in 2014 and 2015, during a period
of intense fighting in Unity and Upper Nile. Several payments specifically reference flights or
operations in Upper Nile, and two of the companies—Crown Auto and Golden Wings
Aviation—are linked to military operations in Unity state.'® In short, the Summary indicates
that these companies received payments from Nilepet for military- or security-related
activities, and, as a result, may have supported, wittingly or unknowingly, forces responsible
for perpetrating atrocities.

Murky Management of South Sudan’s Oil

The Sentry conducted extensive supplemental research to corroborate assertions made in the
documents and to identify additional relevant facts and contextual information. This included
interviews with subject matter experts and individuals with first-hand knowledge of the events
described in the documents. One source with direct knowledge of the operations, revenue
management, and spending habits at South Sudan’s Ministry of Petroleum and Mining
confirmed key facts, processes, events, and relationships described in the documents. This
person lamented that South Sudan’s oil revenue management and anti-corruption laws failed
to live up to expectations. “In principle, if the bills were implemented it would have been the
most transparent sector management in the whole of the region especially in the absence of
the war,” he said. In fact, however, efforts to promote transparency were
stifled. An international accounting firm had assisted with the
development of a website for the purposes of publishing oil revenue

The Sentry raise serious  data, but the same person said those efforts were abandoned with the
questions about whether these  start of the war. In 2017, the International Monetary Fund reported that,
payments are part of an off-  Nilepet does not provide transparent accounting ofits financial activities

budget finance mechanism.

and no dividends are paid to the central government.”20

The U.N. Panel of Experts on South Sudan reported that “as Minister of
Petroleum and Mining, Dhieu Dau directed the national oil company, Nilepet, to cover military-
related expenses, circumventing national budget and financial management processes.”!
After a review of South Sudan’s published budgets and publicly available information about
military procurement, The Sentry has not found any indication that the transactions listed in
the Summary were included in the country’s budget or otherwise subjected to public scrutiny.
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The petroleum sector is meant to

Against the backdrop of reports about the diversion of revenue to fund militias and pay for
weapons, the documents reviewed by The Sentry raise serious questions about whether these
payments are part of an off-budget finance mechanism and, therefore, represent a diversion
of state assets.

Expand Financial Pressure to Hold Companies and Individuals to Account

The petroleum sector is meant to be the source of South Sudan’s future. Instead, the
documents reviewed by The Sentry suggest oil is intimately linked to violence. Fortunately,
the financial realities of the international oil business and the potential for enhanced
governance measures mean that action can be taken, and the promise of the sector realized.

As is standard in the petroleum sector, the vast majority of the transactions listed in the
Summary were denominated in U.S. dollars. Indeed, according to the documents, the
government used these funds to purchase weapons; paid companies to transport weapons,
troops, and supplies around the country; and made payments to the offices of several of the
top officials responsible for planning and executing the war—all with U.S. dollars.

Dollar-denominated transactions provide a source of leverage that
the international community must use to bring South Sudanese

be the source of South Sudan’s  officials to the negotiating table and to promote peace, respect for
future. Instead, the documents  human rights, and good governance in South Sudan. This

reviewed by The Sentry suggest oilis  leverage stems from the fact that, through a system known as

intimately linked to violence.

correspondent banking, nearly all U.S. dollar-denominated
transactions will pass, even if for only a split second, through
banks in New York. When that happens, the U.S. government has
jurisdiction over the transactions. This means that asset freezes and anti-money laundering
measures directed at those doing business in dollars can have great impact, even when those
individuals or entities are not in the United States, because banks in New York and around
the globe can face the consequences of directing illicit transactions through the U.S. financial
system. The Sentry makes the following recommendations:

Target the Networks Behind Violence. The international community should expand financial
pressure on those responsible for atrocities in South Sudan, building on the positive actions
taken by the United States, European Union, Canada, and Australia since September 2017,
which include sanctions applied to individuals and companies tied to South Sudan’s
leadership. The United States, European Union, and others in the international community
should investigate the top officials who have played a role in military operations that have
resulted in atrocities and, where appropriate, impose network-focused sanctions on them,
their business associates and facilitators, and the companies they own or control. Sanctions
against individuals alone are often less effective because individuals often can still move
money through business associates, family members and companies. By targeting multiple
actors and entities together as a network, sanctions have a greater impact because they
provide banks with the information they need to more effectively detect evasion. Such
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measures have already been imposed by the United States against Malek Reuben Riak and
Benjamin Bol Mel.22

Impose Sectoral Sanctions. The use of sanctions related to the oil sector should also expand
beyond designations of key officials and their companies. Using the sectoral sanctions models
developed for Russia/Ukraine and Venezuela, the United States should impose appropriate
sanctions that would limit the nature, type, and length of financing available for projects in the
South Sudanese oil sector, in order to prompt greater due diligence and risk
mitigation.23 Given the ubiquitous use of the U.S. dollar in the oil sector, such a measure could
have a strong impact. Further, the United States should introduce responsible investment
reporting guidelines in order to promote broader due diligence by commodities traders and
others engaged in the sector in line with the United Nations’ “Guiding Principles on Business
and Human Rights.”2* The European Union should evaluate prospects for similar guidelines
within the auspices of its non-financial reporting mechanism.

Banks and Financial Regulators Have a Key Role. Banks and financial regulators should
step up efforts to halt the flow of illicit funds out of South Sudan. In September 2017, the U.S.
Department of the Treasury’s Financial Crimes Enforcement Network (FinCEN) issued an
Advisory focusing on the risks of money laundering connected to the government of South
Sudan.? Other financial intelligence units (FIUs) in the European Union, United Kingdom,
Canada, and Australia should follow suit with alerts and other appropriate warnings. Kenya’s
Financial Reporting Centre (FRC) and Uganda’s Financial Intelligence Authority (FIA) should
participate and lead in their national efforts, including through engagement and cooperation
with their major financial institutions and global banks providing U.S. dollar correspondent
services. These actions should then lead to measures that are focused on specific types of
transactions—for example, targeting the purchases by senior South Sudanese politically
exposed persons (PEPs) of real estate in Nairobi or Kampala or of the luxury sports utility
vehicles parked near that property. Banks found to be connected to be money laundering may
incur heavy penalties and be subject to other law enforcement measures. The Sentry will
continue to investigate these issues and raise appropriate findings to relevant authorities.

South Sudan’s Neighbors Must Escalate Financial Pressure, or Risk Damage to Their
Own Financial Systems. In order to have impact, regional enforcement of multilateral
financial measures is key. Ethiopia, Kenya, and Uganda have been reluctant to enforce and
escalate international political and financial pressures. These countries, where such
purchases are made and assets are held, should also follow up on information collected from
any advisories they issue, which focus the attention and resources of banks and other private
sector actors on corruption and money laundering in South Sudan.

There are numerous opportunities for the international community—including U.S. and
European governments and financial institutions—to encourage South Sudan’s neighbors to
increase pressure on those responsible for South Sudan’s civil war. For example, the U.S.
and European governments can directly underscore the financial risks the Kenyan and
Ugandan governments continue to take and the heavy financial penalties they could face in
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allowing fillicit activity or enabling abusive practices within their banking systems, placing at
risk sectors where these governments have invested heavily, particularly in Kenya.?

A report released in January 2018 by the regional anti-money laundering body, the East and
Southern Africa Anti-Money Laundering Group (ESAAMLG) demonstrated that the Kenyan
banking system in particular faces major concerns from “de-risking” by global banks that are
concerned about the risks flowing through Kenya and the inability, or unwillingness, of Kenyan
banks to address them.2” Taking action against illicit flows from South Sudan is a direct way
that Kenyan banks and regulators can demonstrate sounder practices to the international
community, particularly at a time when the country is taking on increasing levels of debt from
Europe and facing stronger scrutiny from the International Monetary Fund.28

Continuing to enable, or at least failing to prevent, the proceeds of South Sudanese corruption
to transit through the Kenyan banking system will continue to grow as a risk factor and could
easily imperil the financial system. As demonstrated by this investigation, these transactions
can be identified, and they must be stopped.

This investigation is one of a series focusing on South Sudan and being released by The
Sentry, an investigative initiative co-founded by George Clooney and John Prendergast, that
follows the money in order to create consequences for those funding and profiting from
genocide or other mass atrocities in Africa, and to build leverage for peace.
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https://www.treasury.gov/resource%20center/sanctions/Programs/Documents/glomag_eo.pdf
https://www.treasury.gov/press-center/press-releases/Pages/sm0152.aspx
https://www.treasury.gov/resource-center/sanctions/Programs/Documents/eo13662_directive1.pdf
https://www.treasury.gov/resource-center/sanctions/Programs/Documents/13808.pdf
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.fincen.gov/sites/default/files/advisory/2017-09-06/South%20Sudan%20Advisory_09-06-2017_0.pdf
https://www.fincen.gov/sites/default/files/advisory/2017-09-06/South%20Sudan%20Advisory_09-06-2017_0.pdf
http://www.theeastafrican.co.ke/oped/comment/Sanctions-against-South-Sudan-should-worry-Kenyan-banks/434750-4116278-gtctebz/index.html
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28 See, Judith Akolo, “Kenya raises two billion dollars from Eurobond,” Kenya Broadcasting Corporation (KBC1),
February 22, 2018, available at http://www.kbc.co.ke/kenya-raises-two-billion-dollars-from-eurobond/. For
Kenya's debt, see, Duncan Miriri, “IMF stops Kenya’s $1.5 billion standby credit after deficit clash,” Reuters,
February 20, 2018, available at https://www.reuters.com/article/us-kenya-imf/imf-stops-kenyas-1-5-billion-
standby-credit-after-deficit-clash-idUSKCN1G411Q.
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