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Accountability Act, signed into law mandate by FL109-440, The Iraq Reconstraction

Congressionat on December 20, 2006, due to public pressure following the November

elections.

25.04il is cenlral to Irag’s economy, accounting for 70% of the country's GDP and more

gavernment revenues. James A, Baker [ and Lee H. Hamilton et al. “The than 95% of the

Books, New York (December 2006) p. 22 lraq Study Group Report™ Fintage

26-Rabert Riggs, “Meters Cost ltaq Billions in Stolen Qil” CBS News (February §, 2007)
hen _TY
ol TA

29-See, for example, Rob Collier, “Black Market Drains Iraq Qil: Pentagon Out to Stop

Ships Plying Booming Trade™ San Francisco Chronicle (October 22, 2003). Christian Aid,

Fuelling Suspicion: The Coalirion and Irag’s Oif Billions (June 2004)

30-Se¢ first round of [AMB audit reparis (July 15, 2004). The issue is noted by Ed

Harriman, ""Where Has All The Money Goene?” London Review of Books (July 7, 2005}

See alsa [raq Revenue Watch, Briefing No. 9, Audit Finds More {rregularities and

Mi e af Frag s R (D ber 2004)

31-Cetum Eynch, “US Won't Tum Over Data for [raq Audits” Washington Pos: (July 16,

2004)

32-The lraqi Oil Ministry repott notes that enforeement operations led to the seizure of 166

ships in 2006 alone. Iraq Q3] Ministry, Office of the Inspector General, Smuggling Crude
Ol and Oil Producis: Second Transparency Report (2008) p. 5

RAPTC W
34-As ciled by Pratep Chatterjee, “Mystery of the Missing Meters™ CorpWarch (March
23, 2007)
35-Iraq Study Group, op.cit. p. 22. The Study Group made its upper range estimatc as
500,000 barrels daily, which, based on revenue of $50 per bartel, would produce a loss
of about $% billion annually. SEGIR, in its January 2007 report estimates losses from all
causes during the period 2004 through 2006 at $15 billion (op.cit. p. 44). For the GAQ
Report, see James Glanz, “Billions in Qi Missing in Iraq, U.S. Study Funds”™ New York
Times (May 12, 2007)
36-"Iraq Oil Metering System Mysteriously Delayed” Reuters (February 9, 2006), Irwin
Arieff, “Work Set on Oil Metering System” Reuters (March 25, 2006)
37-Chatterjee, op. cit, SIGIR is ¢xpeeted to issue a report on the metering in mid-2007.
38-US Army Corps of Engi ABCT Isoiati Ned Ahead of Time {January
20, 2007). The article says that there will be 14 new meters and 10 rebuilt meters on the
site as part of a $55 million project.
39-The [ragi government has said in 2007 that it is in discussions with Shell to do this

Spools i

work.
40-1J$ House of Representatives, Commuitee on Government Reform, Minority Staff,
Rebuilding fray: U.S. Mismanagement of fragi Funds (Jung, 2005)p. 10
Y Lo colea Y
AT e cOlaa FY
RS
44-Callum Macrae and Ali Fadhil, “Iraq Was Awash in Cash. We Played Football with
Bricks of $100 Bills" Guardige: {March 20, 2066}
45-U5 House of Representatives, ap.cit., p. 16
46-Hartiman, *“Where Has Al The Money Gone?"” op. cit.
47-Tim Reid, “How US Lost Bitlions in Wild West Gamble to Rebuild Iraq” Times,
Langlar [January 26, 2006)
48-Iraq Revenue Watch, Briefing No. 9, dudits Find More Irregularities and
Mismanagement of iraq ¥ Revenues (December, 2004}
49.Robert L. Borosage, Eric Lotke and Robert Gerson, “War Profiteers: Profits Gver
Patriotism in Irag"” Campaign for America s Ficure (September 2006)
50-Harriman, “Where Has All The Money Gone?" op.cir.
51-Ed Hammiman, “Cronyism and Kickbacks: The Economics of Recenstruction in Irag”
London Review of Beoks (January 26, 2006)

o DY Y
54-Until early 2007, when the balance in the Congress changed, Waxman was acting as
senior minerity member of the House Committee on Ovetsight and Government Reform,
thereafter as Chairman.

55- Phone conversation with Mary Hoare of the IMF, IAMB Spokesperson (January 5,
2007). SIGIR bhas reported that likewise he does not know this very impartant fact.
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)-Fraq Operational Update, Briefing fy Majar General Williom MeCoy. Commander, Guif
Regional Division of the US Army Corps of Engineers (Tuly 11, 2006)
2-Among the extensive sources for thosc scandals are the reports of the US Special
Inspector Geneml for Iraq Reconstruction, the US Government Accounting Office, Irag
Revenue Watch, the Inicrmational Advisory and
Monitoring Board, the US Congressional Research Service, and the 1S General
Accaunting Office, as well as court cases, media reports, and hearings and reports of
commitiees of the US Congress.
3-UN Sceurity Council Resolution S/RES/1483 (2003) operative paragraphs 12 and 14
4-The Programme Review Board cstablished by the CPA to manage the Develepment Fund
for Irag was composed of CPA officials; US military; LISAID staff; representatives of the
Australian and UK governments, the IMF, the UN and the World Bank; and representatives
of several [raqi ministries. Voting Iraqi members werc always in the carly period far
outnumbered by voting US members.
S-Development Fund for Iraq, Firancial Reporting Matrix (June 26, 2004) Afthough
Washington had its own pal of teconstruction funds, the CPA spent DF] monies almost
exclusively, since Iraqi monies were not subject to Congressionally-mandated rules for
apen bidding, nor covered by criminal liability under US or [raqi law.
6-Iraq Revenue Watch, Report No. 7, Divorder, Negligence and Mismanagement: How the
CPd Handled Irag Reconstruction Funds (September, 2004) p. 2. The contructs at issue
were those over §5 million in value.
7-The problem of CPA financial records is discussed at length below, based on reports of
the [AMB, the Special Inspector General for Irag Reconstruction (SIGIR) and the General
Accounting Office in particular.
8-Special [nspector General for Iraq Reconstruction, Quarterly Report io Congress
(January 30, 2005)
9-See KPMG lraq, Develapment Fund for Iraq - Statement of Cash Receipts and Payments
For the period from 1 January 2005 to 30 June 2005 (September 28, 2003} note 3 ; KPMG
Iraq. Development Fund for Iragg — Management Report on fnternal Controls far the period

= from | Jan 2005 to 30 Jume 2005 {September 29, 2005) p 3 1 Special Inspector General for

Iraq Recanstruction, Cuarzerly Report fo Congress (Tanuary 2007)

10-Special Inspector Geaeral for Iraq Reconstruction, Quarterly Report 16 Congress
{January 2007) esp. p. 91

11-8ce, for example Transparency Imernational, Corruption Perceptions Index for the
years 2003-2006. During those years, Iraq declines from 113th to 160th position in the
index.

12-Tragg Revenue Watch, Report No. 6, Racing the Deadli
Public Funds (April, 2604) p. 1
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|5-Member representatives, apparently, had many other, separate responsibilities within
their erganizatiens. The IAMB is said to have a “virtual secretariat” {Conversation with
Mary Hoare, IMF staffer and spokesperson for the [AMB (January, 2007))
16-International Advisery and Monitoring Board, Press Conference, New York (December
28, 2005)
Ahan Y
18-8ce reports of Iraq Revenue Watch, notably Report No. 7, ap.cit. and Briefing No. %,
Auditors Find PoorPractices in Management of Iragi Oil Revenue {June, 2004). Sec also
Gareth Smyth and Thomas Catan, "UN Anditors Attack US Occupicrs over Spending of
trag’s Ol Revenues” Financial Times (June 22, 2004)
19-See for example, International Advisary and Monitoring Board on the Development
Fund for [rag, Press Refease (December 18, 2006)
20-Special Inspector General for Irag Reconstruction, Quarierly Report te Congress
(January 2007) pp. 113-114
Olea Y
Alaa ¥
£ dnins Jlan TV
24-James Glanz, “Congress Tells Auditor in Iraq to Close Office™ New York Times
termination of the SIGIR. affice was buried in the military (November 3, 2006). The
Republican leaders. The effice was finance authorization bill, where it was inserted by

given a new



80-Special Inspector General for Irag Reconstruction, Fact Sheet on Major (/5.
Contraciors ' Security Cosis Related to Irag Relief and Reconsiruction Fund Contracring
Activities (January 3(, 2007)
81-The reprogramming affecied the Iraq Reconstructian and Redevelopment Fund. See
SIGIR (Januaty, 2007), ap.cit., p. 6; Charles I. Hanley, “Can Iraq Fill the Reconstruction
Gap?" Associated Press {(Octaber 15, 2006)
82-The final 1ally of the shifts was $1.32 hillion in electricity and $2.20 billion in water/
sanilation [Special Inspector General for Iraq Reconstruction, Quarterfy Report to
Congress (April 2007}, pp. 18 and 36]
83- SIGIR (lanuary, 2007}, op.cit. p. 6
84- Special Inspector General for Iraq Reconstruction, Quick Reaction Report on the
Baghdad Palice Acadenty, Boghdad, frag (September 27, 2006). Sec also Armit Paley,
“Heralded Iraq Police Academy a *Disaster™" Washington Post (September 28, 2006) andl
Griff Witte, "[raq Contractor’s Work is Further Criticized™ Washingror Post (September
29, 2006}
85-Special Inspector General for Iraq Reconstruction, *Baghdad Police Academy,” ap. cit.
Oles AP
B7-Parspns was responsible for many of these projects, as detailed in SIGIR Reports.
B8-Knut Royce, “Start-Up Company with Connections” Newsday (February 15, 2004).
According to some reports, the non-delivery was due to cancellation of the coniract, as
[ragi factions battled over access to these lucrative contracts.
89-Miller, op.cit, pp. 236-237. Harriman, "Crenyism” op.cir.
90-Harriman, “Cronyism” op.cit.
LOles 43
22-“Iraqi Officials *Stole Millions™ BBC (October 24, 2006)
93- Miller, op.cit, p. 241. Finanee Minister Ali Allawi has noted that the US and the UK
have done little to recover the stolen mancy of ta catch the suspects. (“[raqi officials” BRC
ap.cit.}.
94- Special Inspector General for [raq Reconstruction (January 2007) op.cir. For the
Interiar Ministry’s flaws, see Robert Perito “Reforming the Iraqi Interior Ministry,
Police and Facilities Protection™ US Mustitute for Peace {Febmary 2007} See also the
chapter of this report an Prisoner Ahuse and Torture for details on this ministry and its
secret prisons.
95- Peter Beaumont and Martin Bright, UK Air Funds [ragi torture Unit™ Observer (July
3, 2005}, For information on the Special Police Commandas, see Peter Maas, *The Way of
the Commandos™ New York Times (May 1, 2005).
96- Robert Perito, “Reforming the Iraqi Interior Ministry, Police and Facilities Protection
Service™ United States Institute of Peace {February, 2007)
97- On November 13 and December 8, 2003, raids in Baghdad revealed Interior Ministry
prisens with large numbers of seriously abused detainees, sorme whom reporied that they
hed been subject to clectric shock or had their nails pulled out. See Ellen Knickmeyer, “ Abuse
Cited in 2nd Jail Operated by Iraqi Ministry" Heshington Post (December 12, 2004)
98- Private discussions by the authors with Council delegates reveal that this pressurc hea
been intense and unremitting and includes arm-twisting with heads of government ard
foreign ministers.
99- Special Inspector General for fraq Reconstruction (January 2007} ep.cit., Appendix J,
pp. 14
100- SIGIR communication to the authors (May 1, 2007)
101- Debarment or suspension from furure contracts has been the only penalty so
far impased by the US government and this only to smaller companies and {mostly)
individuals. SIGIR reports that as of the end of the first quarter of 2007, the US Army
Crirminal Investigation Division had suspended 19 individuals or companies and 9
bave been debatred, For a list of these affected, see Special Inspector General for Irag
Reconstruction{ April, 2007}, Appendix K.
102- See Special Inspector General for Irag Recanstruction, Joint Survey of the U.S.
Embassy-frag s Anti- Corruption Pragram (July 28, 2006)
103- Coalition Provisional Autharity, Order 1 7: Starus of the CP4, MNFT, Certain Missions
and Personnel in Irag with Annex Revised (Junc 27, 2004)
184- White House, George W. Bush, Executive Order: Protecting the Development Fund
for Irag and Certain Other Property in Which Iraq has an Inierest (May 22, 2003)
105- Sec Transparency Interhational, Corruption Perceptions Index (2008), Trag was
tied with Myanmar and Guinga for |6Cth position, just above last-pace Haiti among 163
countrigs studied.

4 ¥ mow ow o w oo omoa o m oW s W s n s & Bowomwow oy B o2

T

S e owowow e omom o

e

S

T S T N

56- A SIGIR aydit repor of March, 2006 Jooked into the management of cash funds from
the DXFI under the cantrot of the US military. At she time of the audit, there were $7.2
million in the local command in Falluja, mostly in $100 hilis, Special Inspector General for
[raq Reconstruction, Development Fund for Irag Cash Accowntability Review: Joint Area
Support Group — Central/Falluja (April 28, 2006).
57- In a cost-plus contract, there is no price fixed in advance. The project is agreed and
payments are eventually based an costs submitted by the contractor, plus a profit markup
that is commonty 15%. This is a methed that is common in Pemagor: contracting, bat
abviously open to much abuse and cost-padding. See the discussion in T. Christian Miller,
Blood Money (New York, 2006).
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59- Seth Borensiein, “Sweetheart Deal of [raq Contract” Kmight Ricdder (March 27, 2004}
af- Stuart W. Bowen, Jr., Special Inspector General for Iraq Recenstruction, Statement
before the 1.8, House Committee on Governmental Reform, Oversight Hearing on:
"Reconstruction Contracting in frag ” (September 28, 2006) p. 3. Sec also Special
[nspector General for Iraq Reconstruction, Awdit Report on Management of the Primary
Healthcare Centers Consctruction Projects (Aptil 29, 2006). SIGIR reporied in April 2007
that only 8PHCs were open.
§1-Statement by Stuart W. Bowen, Ir.(Sepiember 28, 2006).0p.cit. pp. 3-4. A further
prablem arose in this case, 12 because $43 million dollars in medical equipment, furniture
and medical supplies were also purchased under parallel contracts to be used in these
facilities. These items could not be used in the short lerm, had to be stored. and were
subject to theft and deterioration.
62-T. Christian Miller, Blood Money (New Yerk, 2006)pp, 46-51
63-Statement by Stuart W. Bowen, Jr.(September 28, 2006),0p.cit. p. 5 and the related
special report dated July31 2006.
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65-James Glanz, “Series of Woes Mar [raq Project Hailed as Model” New York Times (July
28, 2006)

@6-Miller, op_cir. pp. 100-103.

67-Spectal Inspector General for [raq Reconstruction, A/ Fuseh Pipe River Crossing,

Al Fatah, Irag {March 7,2006). See also James Glanz, “Rebuilding of Iraqgi Pipeline as
Disaster Waiting to Happen,” New York Times (April 25, 2006)

68.5ee James Glanz, “U.S. Agency Finds New Waste and Fraud in Iraqi Rebuilding
Projects™ Mew York Times (February 1, 2007) and [an Austin, “Iraq Reconstruction Is
Dopmed Ex-Chief of Global Fund Says"” New York Times (May 3, 2007)

69-As quoted in Thomas B. Edsall and Juliet Eilperin, "Eobbyists Set Sights On Money-
Making Opportunitics in Iraq” Baskingten Post (October 2, 2003)

70-Charies R. Babcock, “Contractor Fraud Trial to Begin Tomorrow™ Washington Post
{February 13, 2006)

71-Laws Parker, “Jury Fines Defense Contractor i lrag $10M™ US4 Today (March 10,
2006). Jn a very significant move, the judge everurmed the jury’s decision, ruling that
Custer Battles could not be legally prosecuted because il was paid with Lragi funds and
thus not working for the US government, even though the contracrs had been sipned by
the US-controlled CPA. The judge's ruling was upheld on appenl, so Custer Battles and its
principals have suffered no punishment.

72-Nick Fielding and lan Cobain, “British Firms Face Fraud Allegations aver ‘Phantom’
Armoured Vehicles” Guardian (March 20, 2007). Zeroline was headed by retired UK army
and police officials. The case enly cameto light in 2007.
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74-US Department of Justice, Press Release, Former DoD Cowtractor Sentenced in Case
Invalving Bribery. Fravd aond Money-Laundering Scheme in al-Hitlah, Ireq {January 29,
2006)
75-Bloom was sentenced on February 16, 2007, See “Contracior gets 46 Months for Trag
Bribery™ Associated Press (February 17, 2007)
76-Department of tustice, Press Release, Army Reserve Officer Pleads Guiley 10 Money
Laundering Conspiracy Invelving Stolen Currency and Fravud in Iraq (August 25, 2006).
Sce also Griff Wilte, "Reservist Pleads Guilty in [raq Bribery Scheme™ Washington Post
{August 26, 2006).
77-“US Army Officers Accused of Reconstruction Scam in lraq” Evering News (February
B, 2007); Miller, Bloed Money, ap.cif., p. 200
8-Miller, Blood Money, ep.cie, p. 200,
79-Peter Grier, “Funds for Iraq Run Low" Christivn Science Moniter (unc 15, 2006)
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