Chapter 9

Corruption, Fraud and Gross Malfeasance
“Everything imaginable has been undertaken in every sector.”

— US Major General William McCoy*

Soon after capturing Baghdad, US commanders and political leaders announced a mas-
sive reconstruction program to restore Iraq and bring the country to a new level of pros-
perity. President Bush even compared the effort to the Marshall Plan in Europe after the
Second World War. Washington spent billions of dollars of Iragi oil revenue — and bil-
lions in US aid grants — to finance thousands of projects. But fraud, corruption, and theft
wrecked these programs and money was increasingly diverted into shadowy “security”
operations. Malfeasance began in the earliest days under the US-run Coalition Provi-
sional Authority. It has continued ever since, while US officials and advisors have looked
the other way. Corruption has revealed the greed of the occupiers and the deeply flawed
governing system they put in place. Few wrongdoers have been held accountable, corrup-
tion appears to grow constantly, and Iragi citizens suffer the consequences.?

The Development Fund for Iraqg

On May 22, 2003, just three months after the invasion, the UN Security Council estab-
lished the Development Fund for Iraq (DFI), to manage Irag’s future oil revenue, as well
as remaining monies in the UN’s Oil-for-Food account. The Fund was handed over to the
US-dominated Coalition Provisional Authority (CPA), but the Council required that it be
“managed in a transparent manner” so as “to meet the humanitarian needs of the Iraqi
people.”® The Council also set up the International Advisory and Monitoring Board
(IAMB) to oversee the Fund and make it accountable.

At the beginning, the CPA completely controlled the Fund.* In just thirteen months, CPA
officials disbursed or obligated $19.6 billion — more than 90% of all DFI resources then
available.” Auditors later found that of major contracts awarded with DFI monies in
2003, 74% went to US firms, 11% went to UK firms, and just 2% went to Iragi firms. No
less than 60% went to US construction firm Halliburton, under abusive no-bid contracts.®
Financial records were sloppy or non-existent.”

When the CPA was finally dissolved on June 28, 2004, management of the Development
Fund for Iraq passed to the Iragi Interim Government and its successors.® DFI spending
then grew still more murky. The Iraqi Ministry of Finance did not establish any account-
ing unit for the DFI until February 2005 and by the end of 2006 there was still no sepa-
rate account to allow proper oversight of DFI monies.’ At every phase, US advisors had
great and even decisive influence within the Ministry of Finance as well as the spending
ministries. US assistance programs claimed to address “capacity building,” “audit con-



trols,” “good governance,” “vetting and reforming personnel roles” and the like.”® Yet
corruption and financial malfeasance in Iraq steadily worsened.™

Blocking and Weakening the Security Council’s Oversight Board

The International Advisory and Monitoring Board, set up by the Security Council,
seemed a potential instrument for accountability. But the United States did everything
possible to block and weaken the Board’s authority. Members of the Board — the World
Bank, the IMF, the Arab Development Bank and the United Nations — had to negotiate
“terms of reference” with the CPA. Washington’s demands caused months of diplomatic
wrangling and delays.*? Though the parties finally agreed on the ground rules in October
2003, the Board did not hold its first meeting until December and it did not sign an audit
contract until April 2004. Ten months had passed and oversight had not even begun.*

Due to US insistence, the Board lacked mandatory access to financial documents. It had
only limited powers to investigate and no enforcement or prosecutorial powers.'* Further,
the Board has had no regular, full-time staff, and its budget was so inadequate it could do
little more than hire accountants.™> The Board “monitors” oil sales and the inflow and
outflow of money from the DFI, but it cannot ensure accountability. “We have no author-
ity to require actions arising from our work,” admitted IAMB Chairman Jean-Pierre
Halbwachs at a press conference in late 2005."® Another member acknowledged that the
Board was not set up to discover fraud and in fact had not found a single case of it."’

When the IAMB audit team finally arrived in Baghdad in the spring of 2004, it got a
frosty reception. Auditors spent weeks trying to get passes to the “Green Zone” where all
CPA records were held. They had even more difficulty gaining access to CPA and Minis-
try records. When audits and accounts were eventually turned over, they were heavily
censored and nearly unusable.'® The Board could not issue its first audit report until mid-
July — fourteen months after the oversight process had first been authorized. By then, the
CPA was already dissolved.

The Board has complained repeatedly that US and Iraqi authorities have not kept ade-
quate records, that basic fund transfers cannot be reconciled, and that the authorities have
been uncooperative. It has also complained about faulty bidding procedures, dubious em-
ployment records, and especially oil sales without metering.'® Iraq Revenue Watch, a US-
based NGO, has kept an eye on the process and given it visibility with the press. But the
Security Council has turned a blind eye and it has taken no corrective action to protect
“the humanitarian needs of the Iraqgi people.”

Reconstruction Funds from the United States

The United States government has spent large sums for “reconstruction” in Irag. In 2003,
the Congress voted appropriations of about $21 billion to create the Irag Reconstruction
and Rehabilitation Fund (IRRF).® The US also set up the Iraq Security Forces Fund
(ISFF), financed through the Department of Defense, totaling $11 billion.”* Programs in-
cluding the Commanders’ Emergency Response Program (CERP) have added $6 billion



more, bringing the overall figure to $38 billion.?? From the beginning, US authorities
blurred the distinction between spending for the reconstruction of Iraq’s infrastructure
and spending for military programs. Most of the monies originally authorized have now
been spent and little more outside the security sector is likely to be appropriated.®®

Stuart Bowen, the Special Inspector General for Iraq Reconstruction (SIGIR), has moni-
tored the IRRF since October 2004 (before that, he served as Inspector General of the
CPA). Bowen has enjoyed compulsory access to financial records and a mandate for root-
ing out corruption. A protégé of President Bush, Bowen has grown steadily more critical
and embarrassing to the White House. With a staff of 55 auditors, inspectors and investi-
gators (2006), he has revealed contract scandals, giving repeated testimony to Congress
and referred cases for criminal prosecution. The Bush administration tried (unsuccess-
fully) to shut down Bowen’s office in the fall of 2006.2 It is tempting to see the Inspector
General as a fearless advocate of honest government. But in fact, Bowen has had to work
within a carefully-limited mandate and under heavy political pressure. Despite many ac-
complishments, he has not brought the biggest contractors to account. Nor has he investi-
gated the role of high officials in the Bush administration or uncovered the scandals hid-
den in the shadowy “security sector” spending.

Disappearing Oil and the Meter Mystery

Billions of dollars in Irag’s vital oil production have been stolen and smuggled out of the
country since March 2003, with astonishingly little action by Coalition authorities or the
Iraqi government.”® Smugglers have also re-exported or sold stolen refined products like
gasoline and diesel fuel. The government imports these products to make up for refinery
shortages and sells them at highly-subsidized rates. Though insurgent attacks take their
toll, most oil loss is apparently due to corrupt officials who control the oil system. US
officials could possibly be involved alongside the more obvious Iragis. The smugglers’
job has been simplified by the absence of meters — measuring devices to measure oil
flows. Usually, oil operations are extensively metered, from well head to refineries to ex-
port terminals. But Iraq has had no working meters, making it virtually impossible to
monitor the flow of crude or refined products or to trace the location of smuggling opera-
tions and corrupt practices.

“It’s like a supermarket without a cashier,” comments Mike Morris, an oil industry expert
who used to work for the State Department in Baghdad.?® “There is no metering [at the
export terminal]. And there’s no metering at the well heads either. There is no metering at
any of the major pipeline junctions.”?” Morris estimates that “between 200,000 and
500,000 barrels a day” are unaccounted for.?®

The CPA could have installed metering promptly, but strangely did not. Bremer and his
team were advised of the metering problem, but they repeatedly postponed action.”
When the IAMB pointed to the lapse, neither the Iragi State Oil Marketing Organization
nor US authorities could give a satisfactory explanation.*® IAMB accountants noted that
there were not even working meters on the export loading platforms, making it impossi-
ble to know the volume or value of Irag’s crude exports.** Officials have apparently been



getting kickbacks from loading of tankers with hundreds of thousands of barrels of oil not
included in the bill of lading.

Irag’s Oil Ministry reports that hundreds of small ships sail from the Shatt al-Arab with
smuggled Iragi crude or refined product.*® These smugglers operate right under the nose
of the US Navy and directly within the operational zone of the UK forces. The Oil Minis-
try suggests that in 2005, the smuggling of refined product, including gasoline and diesel
fuel, cost the government $800 million.® But the loss of crude is far more expensive.
Platt’s Oilgram, an industry newsletter, estimates the loss at $3 billion per year.** The
Irag Study Group suggested that in 2006 the rate of theft might have run as high as 180
million barrels, but a more recent report by the US Government Accountability Office
suggests a high-end figure of 110 million barrels annually, with a financial loss that can
be calculated at about $5.5 billion.*

The metering contract story remains mysterious. IAMB Chairman Halbwachs told the
Security Council in July 2004 that meters would soon be installed in the loading plat-
forms. Contracts went first to Halliburton and then to Parsons. Work did not finally begin
until March 2006,%® but Parsons was later responsible for serious contract delays.>” The
Corps of Engineers insists that the Basra Oil Terminal may finally get meters in mid-
2007,% but the rest of Iraq’s vast oil production, transport, refining and storage system
remains meterless and with no immediate plans to install them.*

Airlift of Banknotes

Occupation authorities have been similarly lax in their management and oversight of
Irag’s oil revenues. Using a highly irregular and corruption-prone method, Bremer and
the CPA withdrew a total of $12 billion in the form of US banknotes from the DFI ac-
count in the New York Federal Reserve Bank. The cash was then flown to Baghdad
aboard US air force C-130 Hercules cargo planes, for spending on reconstruction as well
as administration and services.*

Cash outlays on this scale are notoriously difficult to verify and they make proper audit
controls virtually impossible. In the very first days of the occupation, extensive use of
cash was perhaps inevitable. But as the months passed, the CPA could have established
proper banking channels, oversight systems, and audit controls. Instead, the CPA steadily
increased its currency disbursements. In the final week of CPA authority, officials or-
dered more than $4 billion in banknotes to be shipped from New York to Baghdad to
meet a last-minute burst of spending.** On June 24, 2004, a currency airlift worth $2.4
billion was the largest cash disbursement in the history of the US Federal Reserve.*

Over the course of thirteen months between May 2003 and June 2004, these currency
shipments totaled 363 tons of newly-printed banknotes, with 281 million individual
bills.** Frank Willis, a former senior official with the CPA commented that: “Iraq was
awash in cash — in dollar bills. Piles and piles of money. We played football with some of
the bricks of $100 bills before delivery. It was a wild-west crazy atmosphere, the likes of
which none of us had ever experienced.”*



After the currency arrived in Baghdad, the CPA kept scant records of who got paid, still
less for what purpose. Though the CPA’s own regulations called for a public accounting
firm to “ensure that the Fund [DFI] is administered and used in a transparent manner,”
investigations later discovered that the small San Diego firm hired for this purpose was
not igsthe accounting business and never reviewed the CPA’s financial records or con-
trols.

The CPA had to store huge sums in cash, an invitation to pilferage in the absence of se-
cure vaults and without well-established procedures for handling the money. Paul
Bremer, the senior US official, kept a cash fund of nearly $600 million for which there
was little or no paperwork. $200 million was reportedly kept in a single room in Sad-
dam’s4gormer Republican Palace inside the Green Zone where Bremer’s office was lo-
cated.

Audits revealed that a “contracting officer kept approximately $2 million in cash in a safe
in his office bathroom” and “a paying agent kept approximately $678,000 in cash in an
unlocked footlocker.”*” An IAMB report notes that in one case $774,300 was stolen from
a division’s vault.*® One contractor received a $2 million payment in a duffel bag stuffed
with shrink-wrapped bundles of US bills and one official was given $6.75 million in cash
and ordered to spend it in one week, before the interim Iragi government took control.*®

US authorities handed out millions of dollars in cash in local communities across the
country.® CPA officials handed stacks of $100 bills to leaders whose support they
wanted and whose intelligence they needed.®* $100,000 in cash, nominally for a women’s
center in al-Hillah, was handed over to a local dignitary who used it to finance his elec-
tion campaign.®® In addition to the unaccounted direct spending, the CPA handed over
$8.8 hillion to Iragi ministries during this period, a sum that now cannot be properly ac-
counted for.>®

Congressman Henry Waxman’s investigation into the currency transfers ends in June
2004 with the closure of the CPA.>* After that time, no one with knowledge is ready to
divulge how funds have been transferred from New York to Baghdad. When asked
whether planeloads of dollar bills still cross the Atlantic, a spokesperson for the IAMB
asserted in early 2007 that the Board “does not know” whether currency or funds wires
(or a combination) were in use.> It appears that some shipments of US currency have
continued. A SIGIR audit in March 2006 found $7.2 million in cash — mostly in $100
bills — in a US military command post in Falluja.>®

Gross Performance Failures by the Giant Construction Firms

The US government awarded many early contracts without competitive bidding (“no-
bid”) and without specified costs (“cost-plus”). Contractors had a strong incentive to run
up their expenses so as to maximize profits.>’ Most contracts went to a few giant firms
that had close political ties in Washington. Halliburton, the company that garnered the
largest share of contracts, was closely identified with Vice-President Dick Cheney, who



had been the firm’s chief executive before taking office. The US Army Corps of Engi-
neers secretly awarded Halliburton a multi-billion-dollar contract to rehabilitate Iraq’s oil
sector, on a no-bid basis, to specifications the company had itself written. The senior Pen-
tagon procurement officer responsible for the contract tried to object but was overruled.?®

Even when bidding took place, competition remained a charade. The consulting firm
BearingPoint was paid to write the specifications for a contract and then allowed to bid
on it. Competitors had only a week to submit their own bids.”® Generally, the US gov-
ernment abandoned its contracting rules. US agencies exercised little or no oversight.
Among the chief beneficiaries, in addition to Halliburton (and its KBR subsidiary), were
Bechtel, Fluor, Parsons and a handful of other large US-based engineering companies
with longstanding Pentagon ties and strong networks of friends within the administration.
Some examples will illustrate the results:

e Primary Healthcare Centers were to be a key element of the health sector pro-
gram, bringing medical services to Irag’s towns and urban neighborhoods. In
March 2004, the Parsons Corporation was awarded a $253 million contract to
build 150 local clinics. Two years later, only five of the clinics had been com-
pleted while $186 million of the budget had already been spent.®® The Army
Corps of Engineers, responsible for oversight, had been aware of the shortfalls
and done nothing.®*

e Basra Children’s Hospital, a flagship project, enjoyed fatronage from First Lady
Laura Bush and Secretary of State Condoleezza Rice.®* Bechtel Corporation was
awarded a $50 million contract by USAID in August 2004 with completion set for
December 2005.%% In July 2006, auditors discovered that the project was hope-
lessly behind schedule and that it would eventually cost $150-170 million.** The
US Army Corps of Engineers removed Parsons as contractor, since a dozen other
Parsons projects were also flawed, including prisons, fire stations . . . and meters
at Basra Oil Terminal.®®

e Oil Sector Reconstruction addressed Iraq’s key money-maker, badly run-down af-
ter 13 years of sanctions and three wars. Halliburton won a no-bid $2.4 billion
contract to upgrade oilfield facilities, so as to boost exports and gain more reve-
nue. But the company failed to deliver. At a water injection plant at Qarmat Ali,
near Basra, powerful new pumps burst aging pipes and the pumps themselves
shortly broke down. The ailing plant worked so badly that Iraq’s southern oil-
fields were seriously harmed.®

e Al-Fatah pipeline crossing was another Halliburton oil project. North of Baghdad,
the pipeline crossed the Tigris River on a bridge that had been badly damaged
during US bombing in 2003. Halliburton subsidiary KBR was tasked to repair it.
But instead of repairing the bridge, estimated to be a $5 million job, the company
insisted on drilling a tunnel under the river, requiring a $75 million budget. Com-
pany engineers ignored warnings of unstable subsoil and rock formations. After



wast6i7ng the entire budget, the company halted its work and abandoned the pro-
ject.

A large number of the most important contracts suffered from gross performance failures.
Judginﬁg8 from end-results, the work has produced astoundingly little of lasting benefit to
Iragis.

Fraud, Theft and Bribery

As Paul Bremer and his CPA team doled out hundreds of millions of dollars in cash,
smaller companies and individuals saw opportunities for rapid enrichment. Many of these
small-timers, sensing that accountability was lax, cash plentiful and rules easy to bend,
engaged in fraud, theft, bribery, and other kinds of corruption. “It’s like a huge pot of
honey that’s attracting a lot of flies,” said John McCain, Republican senator from Ari-
zona in fall 2003.%

Custer Battles, a small US firm, won early contracts for airport security and other ser-
vices in Baghdad. Its rapid rise ended less than a year later when company principals left
behind a computer spreadsheet after a meeting with US government contracting person-
nel. The spreadsheet revealed that the company was vastly inflating costs in its cost-plus
contracts and bilking the US government of at least $6.5 million.” In a March 2006 legal
judgment, Custer Battles was found guilty of 37 counts of fraud. The company was found
to have set up dummy firms in offshore locations for false billing. It had stolen equipment
in Iraq and it had failed to comply with basic contract requirements.”

British firm Zeroline won a contract of $8.48 million in late 2003 for 51 armored vehicles
to be used by the Iragi government. Two other firms, APTx and Alchemie Technology,
were also involved. The vehicles were subcontracted to be built in Russia. Though the
main c07r21tract was paid in full in late 2004, using DFI funds, the vehicles were never de-
livered.

A number of individuals have been guilty of conspiracy, money laundering, bribery, and
other criminal acts. Robert J. Stein, the CPA’s Comptroller and Funding Officer for the
South Central Region of Iraq was responsible for $82 million in cash and he handed it out
to friendly contractors in exchange for cash, goods and other favors. Little, if any, con-
tract work was done while Stein stole at least $2 million, took $1 million in cash bribes
and took an additional $683,000 in jewelry, automobiles, cash and other favors.”® He was
sentenced to nine years in prison in January, 2007.”* Philip Bloom, a businessman who
worked with Stein, bribed a number of US officials, both civilian and military, providing
cash ngments, jewelry, automobiles, and more. He was sentenced to prison in early
2007,

In a related case, US Army Lieutenant Colonel Bruce D. Hopfengardner admitted to a
conspiracy to steal from the reconstruction funds, involving kickbacks, smuggling and
sexual favors. On August 25, 2006, he pled guilty to wire fraud and money laundering.
Hopfengardner received $175,000 from Bloom, as well as a fancy automobile, motorcy-



cle, camera, Breitling watch and computer.”® Three military officers have also been
charged with granting contracts in exchange for cash bribes and luxury goods. Colonel
Curtis Whiteford, Lieutenant-Colonel Debra Harrison and Lieutenant-Colonel Michael
Wheeler were all working as senior contract officers for the CPA in Baghdad. They have
also been accused of taking cash directly from CPA funds.”

We will never know how many military and civilian personnel were involved in these
corrupt acts and how much altogether was stolen, but it is clear that malfeasance was
widespread. Cynicism was nearly universal and many felt justified in taking what they
could. Colonel Harrison told arresting officers she felt it was her right to take the
money.’® The welfare of ordinary Iragis clearly counted for very little.

“Security” Costs

Further billions of reconstruction funds were lost through diversions to “security.” As the
insurgency grew, contractors budgeted for heavy security costs, devouring millions of
dollars in the high-cost protection of building sites, bodyguards for key personnel, protec-
tion of building materials en route to the site, expensive armored vehicles and other
means to deal with a violent and unstable environment.”® Private security guards cost as
much as $1,000 per day and security subcontracting firms charge heavy premiums for
this kind of work. The Special Inspector General surveyed nine major contractors, finding
that their average security outlays were 12.5% of total contract costs, inevitably eating
into the sums available for actual project end-results.®

Beginning in the fall of 2004, Washington decided to shift the basic spending priorities of
the reconstruction effort. More than $5 billion of the total $21 billion was “repro-
grammed” into security.®* Nearly $2 billion was deducted from the water and sanitation
sector, cutting this program in half, while more than $1 billion was sliced from the falter-
ing electricity sector.2? Most of those monies flowed into Irag’s new military, commando
and police units through programs of training, weaponry, and other kinds of direct sup-
port, as well as programs for prisons, training camps, and logistics.®®

Some of these reprogrammed budgets paid for buildings and other construction in the se-
curity sector, with predictable results. A $75 million Parsons contract to construct a new
Baghdad Police College was to be “the most essential civil security project in the coun-
try” according to SIGIR,® but after new recruits arrived in May 2006, cadets protested
intolerable conditions. Inspectors discovered that toilets overflowed into living quarters,
foundations sank, and floors heaved.®® Engineers eventually decided that the work was so
seriously flawed that several of the newly-constructed buildings would have to be torn
down and completely re-built.®*® Dozens of other “security” projects for police stations,
prisons, border forts, and army barracks likewise failed spectacularly.?’

As “security” programs ramped up, Iragi politicians and government ministers demanded
DFI funds for projects of their own. A consortium affiliated with Pentagon favorite Ah-
med Chalabi initially garnered a $327 million contract in January 2004 for supply of
weapons, trucks, uniforms and other equipment, but the items were apparently never de-



livered.?® General Hazem Shaalan, Defense Minister in the Interim Government, got $1.3
billion for new tanks, helicopters and armored vehicles as well as rifles, body armor and
helmets. Later investigations showed extensive corruption.*® Funds had been transferred
through intermediaries and secret accounts. Few records had been kept.

On May 16, 2005, Iraqi warrants were issued for the arrest of former Defense Minister
Shaalan, chief of procurement Ziad Cattan, and several others in the Defense Ministry,
based on findings by the Iragi Supreme Board of Audit.”® But Shaalan was by then settled
in exile in London and Amman. A number of other ministers, similarly accused, had also
left the country.®® Ali Allawi, the former Finance Minister, estimated that $800 million
had been stolen outright and $400 million spent on dangerously inferior equipment.*? As
Judge Radhi al-Radhi, the official investigating the corruption, told a journalist “We have
American experts in the Defense Ministry. When they saw such violations, why didn’t
they do something?”®?

Still more seriously, “security sector” spending funneled money into irregular security
forces and abusive Iraqgi prisons. When Washington reallocated US reconstruction pro-
gram funds, the largest sum — $1.4 billion — went to projects under the Ministry of the
Interior, notorious for its shadowy counter-insurgency work and its stark neglect of hu-
man rights.** These monies paid for equipment, transportation, training, operations, and
“sustainment” of unspecified ministry forces. Reports have suggested that these funds, as
well as parallel UK aid money, supported units involved in abusive activities, such as the
Special Police Commandos, an outfit within the ministry implicated in torture and atroci-
ties.” The US Institute for Peace has issued a report concluding that the Interior Minis-
try’s National Police is *“a patchwork organization of commando-style, counter-
insurgency units that harbors sectarian death squads.”®® Reconstruction funds in the
amount of $73 million were also allocated to “detainee operations” of the ministry, even
though the ministry has been responsible for notorious cases of prisoner abuse.”” SIGIR
has scarcely investigated these contracts, nor has there been effective public oversight or
evaluation by anyone else.

Accountability

After four years of massive corruption in Iraqg, there has been astonishingly little account-
ability for the wrongdoing. The UN-established IAMB, by its own admission, has not
pursued a single case of fraud, theft or corruption concerning the Development Fund for
Irag, nor has it inquired into whether the Fund, as specified by the Security Council, is
functioning “to meet the humanitarian needs of the Iragi people.” Under intense pressure
from the United States and the United Kingdom, the Security Council has not addressed
this serious failure or sought new and more robust means to enforce the Council’s own
mandate.*®

The US Special Inspector General has been far more active. As of December 31, 2006, he
had carried out 85 detailed contract inspections® as well as many audits, investigations
and analyses. He has uncovered numerous cases of corruption and brought them before
the public and as of May 1, 2007 he had referred 28 cases to the US Department of Jus-
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tice for prosecution from which there had been 10 arrests and 5 convictions.’® Consider-
ing the extent of the fraud, though, the convictions are few. Most seriously, SIGIR has
failed to bring high-level government and corporate officials to account. Military and
civil prosecutors have likewise acted only on relatively few cases, mostly those involving
small contractors and persons relatively low in the civilian and military chain of com-
mand.

The Iragi government has set up various anti-corruption bodies, including the Commis-
sion on Public Integrity, the Board of Supreme Audit, ministerial Inspector Generals, and
the Iragi Joint Anti-Corruption Council. But they have not been able to stem the tide of
rising corruption, nor have they been able to pursue corrupt practices involving US or
other foreign contractors.

No executive of a major contractor like Halliburton or Parsons has been convicted, tried,
indicted or even investigated by any oversight body and no serious fine, disgorgement
order, or other meaningful penalty has been imposed on any of the companies, even
though their contract failures, false statement of costs, and general malfeasance have been
massive, flagrant and systematic.'%*

No high-level US military or civilian official has been charged with a criminal act for any
of the flagrantly negligent oversight, and all the other acts that led to the massive corrup-
tion. Nor has anyone been brought to account for failure to ensure proper oversight in the
Iragi ministries — despite hundreds of advisors working in the ministries and millions of
dollars in US-funded programs supposedly designed to promote accountability, honesty,
good governance, proper contracting procedures, and the like. SIGIR has approached US
policy on corruption in Iraq with ineffective credulity, and SIGIR’s oversight of these
“good governance” contracts has failed to give them the scrutiny they so badly require.®?

Washington has acted at every turn to minimize accountability for theft and fraud. Paul
Bremer’s “Order Number 17 (2004) gives sweeping exemption from Iraqi law to Coali-
tion forces and contractors.'®® US Presidential Executive Order 13003 (2003) gives oil
companies virtually total exemption from legal claims concerning their operations in
Irag.® The US and the UK shaped the IAMB to have scarcely any capacity and SIGIR’s
mandate placed many of the most important issues out of bounds. Little wonder, then,
that so few have been brought to account and that Iraq under the occupation is now sec-
ond only to Haiti in the list of the world’s most corrupt nations.'%®

Conclusion

From the first days, the US and its occupation partners built a wasteful, unaccountable
and corrupt system in lraq. Massive theft, fraud, bribery, and malfeasance of every kind
have infected the reconstruction, procurement and governance process. There are hun-
dreds of fraudulent, incomplete, failed or useless projects that have drained Irag’s reve-
nues of tens of billions of dollars. Judging from end-results, the projects have produced
astoundingly little of lasting benefit to Iragis. These corrupt acts are in clear violation of
the occupiers’ responsibilities under the Geneva Conventions, the UN Convention
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Against Corruption (2003) and Security Council Resolutions. The Council and the inter-
national community should take action — to recover the billions of dollars of misspent and
stolen funds and to bring to justice those fundamentally responsible for such serious vio-
lations of international law.

! Iraq Operational Update, Briefing by Major General William McCoy, Commander, Gulf Regional
Division of the US Army Corps of Engineers (July 10, 2006)
2 Among the extensive sources for these scandals are the reports of the US Special Inspector General for
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® UN Security Council Resolution S/RES/1483 (2003) operative paragraphs 12 and 14
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® Development Fund for Irag, Financial Reporting Matrix (June 26, 2004) Although Washington had its
own pot of reconstruction funds, the CPA spent DFI monies almost exclusively, since Iragi monies were
not subject to Congressionally-mandated rules for open bidding, nor covered by criminal liability under US
or Iraqgi law.
® Iraq Revenue Watch, Report No. 7, Disorder, Negligence and Mismanagement: How the CPA Handled
Irag Reconstruction Funds (September, 2004) p. 2. The contracts at issue were those over $5 million in
value.
" The problem of CPA financial records is discussed at length below, based on reports of the IAMB, the
Special Inspector General for Irag Reconstruction (SIGIR) and the General Accounting Office in particular.
8 Special Inspector General for Iraq Reconstruction, Quarterly Report to Congress (January 30, 2005)
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B Ibid. pp. 2-3
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spokesperson for the IAMB (January, 2007)
1? International Advisory and Monitoring Board, Press Conference, New York (December 28, 2005)
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