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SinceMarch 2004, SIGIR’s Audits Directorate has

issued 201 reports. FromAugust 1 toOctober 31,

2011, SIGIR issued seven audits addressing a wide

range of reconstruction issues.They included:

• a report examining Coalition Provisional

Authority (CPA) transfer of Development Fund

for Iraq (DFI)monies to the Government of Iraq

(GOI)

• a report examining how six recipients of U.S.

awards account for indirect costs inmanaging

their security contracts

• a report on obligations and expenditures of In-

ternational Narcotics Control and Law Enforce-

ment (INCLE) funds allocated to Iraq

• a report onDepartment of Defense (DoD) re-

sponsiveness to SIGIR recommendations

• a report on the extent and reasons why theU.S.

Central Command (CENTCOM)Contract-

ing Command (C3) terminated contracts and

whether those decisions resulted in waste

• a report on the extent towhich theDepartment of

State (DoS) has adequately planned for its assump-

tionof thePoliceDevelopmentProgram (PDP)

• a report on issues affecting the construction of

the FallujaWasteWater Treatment System

For a list of these audit products, see Table 5.1.

SIGIR currently has 13 announced or ongoing

audits, and others are expected to start next quar-

ter. SIGIR performs audit work under generally

accepted government auditing standards.

SIGIR Audits Completed
This Quarter

Development Fund for Iraq: The Coalition
Provisional Authority Transferred Control
over Most of the Remaining DFI Funds
to the Central Bank of Iraq
(SIGIR 12-001, 10/2011)

Introduction
TheCPAwas established inMay 2003 to provide for

the temporary governance of Iraq. UnitedNations

Security Council Resolution 1483 created theDFI

and assigned the CPA the responsibility formanag-

ing it.TheDFI comprised revenues from Iraqi

oil and gas sales, certain remainingOil for Food

deposits, and repatriated national assets, and it was

used in part for the relief and reconstruction efforts

in Iraq. During its almost 14-month life, the CPA

had access to $20.7 billion inDFI funds for use in

SIGIR AUDITS

Table 5.1

SIGIR Audit Products, since 8/1/2011

Report

Number Report Title Date Issued

12-001 Development Fund for Iraq: The Coalition Provisional Authority Transferred Control over Most
of the Remaining DFI Funds to the Central Bank of Iraq 10/2011

12-002 Indirect Costs of Managing Private Security Contracts in Iraq 10/2011

12-003 Status of International Narcotics Control and Law Enforcement Funds Allocated for Iraq
Reconstruction 10/2011

12-004 Department of Defense Agencies Have Taken Action on Most Open Audit Recommendations 10/2011

12-005 U.S. Central Command Contracting Command Had Few Contract Terminations That Resulted in
Wasted Funds in Iraq 10/2011

12-006 Iraqi Police Development Program: Opportunities for Improved Program Accountability and
Budget Transparency 10/2011

12-007 Falluja Waste Water Treatment System: A Case Study in Wartime Contracting 10/2011
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these efforts. DFI fundswere held in accounts at the

Federal Reserve Bank ofNewYork (FRBNY) and

theCentral Bank of Iraq (CBI), as well as the presi-

dential palace vault in Baghdad.When theCPAwas

dissolved on June 28, 2004, $6.6 billion remained in

unexpendedDFI funds.

In response to a request from theDoDComp-

troller about the status of remainingDFI funds,

SIGIR initiated this audit to determine (1) who had

authority and control over DFI funds after the CPA

was dissolved and (2) whether DFI funds shipped

to Baghdadwere properly controlled by the CPA

and transferred to and deposited into the CBI.

Results
When the CPAwas dissolved, the CPAAdmin-

istrator transferred control over almost all of

the $6.6 billion remaining inDFI funds to the

CBI.This included $4.7 billion on deposit at the

FRBNY, primarily held as U.S. Treasury bills, and

$1.7 billion at the CBI. DoD assumed control of

the remaining $217.7million, which was in the

presidential palace vault in Baghdad. In January

2012, SIGIR plans to report onDoD’s account-

ing for these funds and about $2.8 billionmore in

DFI funds used byDoD agencies, including the

U.S. ArmyCorps of Engineers, for reconstruction

projects in Iraq.

TheCPA had policies and procedures govern-

ing the transfer and deposit of DFI funds into the

CBI once it arrived in Baghdad. FromAugust 2003

through June 2004, the FRBNYmade 11 cash

shipments to Baghdad totaling $10.2 billion inDFI

funds. Four of these shipments, totaling approxi-

mately $5.8 billion, occurred within the last two

months of the CPA’s existence.

SIGIR reviewed these four shipments to de-

termine if the CPA followed its own established

procedures regarding transferring the currency

to the CBI. CPA documents show that a CBI

representative signed for and took custody of two

of the final four currency shipments at Baghdad

International Airport. Specific receipt documen-

tation was missing for the other two currency

shipments, which totaled $1 billion and $2.4 bil-

lion. However, the CPA’s accounting records show

the apparent disposition of these funds upon

their arrival in Baghdad.

In reviewing the fund shipments, SIGIR found

three instances where large amounts of U.S. cur-

rency flown to Baghdadwere not properly deposit-

ed into the CBI’s DFI Baghdad account, as required

by the CPAPolicies and ProceduresManual:

• CPA accounting records show that the very

last currency shipment totaled $2.4 billion but

that only $766.4million was deposited into the

Baghdad account. Based on a policy decision,

the remaining $1.6 billion was earmarked for the

Kurdistan Region, and documents show it was

transferred to a Central Bank of Kurdistan rep-

resentative at the Baghdad International Airport

for flight to Erbil.

• CPArecords show that $1.35 billion out of $1.5 bil-

lion shipped to Baghdad inDecember 2003 was

deposited into the DFI Baghdad account.The

records note that $150million was improperly

given directly to the IraqiMinister of Finance

at the airport. Officials at the Iraq Board of

SupremeAudit told SIGIR that theMinister of

Finance did not have authority to take the funds

directly.

• SIGIR could not find any specific documenta-

tion on the arrival and deposit of a $400million

shipment into the CBI’s DFI Baghdad account.

While SIGIR does not have conclusive evidence,

there is some indication from officials at the

Iraq Board of SupremeAudit that these funds

were deposited into another CBI account under

control of theMinister of Finance.

Recommendations
This report contains no recommendations.

Management Comments
and Audit Response
Management comments are included in the final

report, which can be found on the SIGIRwebsite:

www.sigir.mil.
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charged for managing these contracts warrants a

closer review.

Recommendations
SIGIR recommends that the USAIDOffice of

Acquisition andAssistance’s Overhead, Special

Costs, and Closeout Branchmore closely review

the indirect costs associated with security contracts

to ensure that they are reasonable and equitably

charged to the Iraq program.

Management Comments
and Audit Response
Management comments are included in the final

report, which can be found on the SIGIRwebsite:

www.sigir.mil.

Status of International Narcotics Control
and Law Enforcement Funds Allocated
for Iraq Reconstruction
(SIGIR 12-003, 10/2011)

Introduction
Public Law 108-106, as amended, requires that

SIGIR report on the oversight and accounting of

funds obligated and expended for Iraq relief and

reconstruction efforts.This report is on the status of

INCLE funds allocated toDoS’s Bureau of Inter-

national Narcotics and LawEnforcement Affairs

(INL) for Iraq. Specifically, SIGIR is reporting on

INCLE funds allocated for Iraq for fiscal years 2006

through 2010 that have been obligated and expend-

ed and that have expired.

Results
For fiscal years 2006 through 2010, SIGIR found

that INCLE funds for Iraq in the DoS Budget

Summary reports to the Congressmatched the

amounts reported in the INL program reviews

andDoS’s Global FinancialManagement System.

For fiscal years 2006 through 2010, funds totaling

almost $1.1 billion have been allocated for INL pro-

grams in Iraq. As of June 30, 2011, approximately

Indirect Costs of Managing Private Security
Contracts in Iraq
(SIGIR 12-002, 10/2011)

Introduction
In three previously issued audit reports, SIGIR

found that some nonprofit organizations had used

differentmethodologies for calculating indirect

costs formanaging their private security contracts,

resulting in questionable charges. Because private

security costs generally account for a large portion

of a nonprofit organization’s total expenditures

in Iraq, it is critical that the costs tomanage these

contracts are reasonable and kept to aminimum

to allow asmuchmoney as possible to be spent on

program implementation.This report addresses

SIGIR’s findings regarding how six nonprofit orga-

nizations charge for their indirect costs associated

withmanaging their security contracts.

Results
SIGIR found that the organizations charged widely

varying indirect costs for managing security con-

tracts in Iraq that SIGIR believes required a similar

level of effort. For some organizations, the indirect

costs chargedmay be unreasonable relative to the

actual administrative costs necessary to support

the Iraq program. For example, SIGIR found that

one organization charged $5,225 for managing its

$3.18million Iraq security contract, while another

charged $915,794 tomanage its $5.39million

security contract. Such a vast difference occurred

because the organizations applied the indirect cost

rate approved by the U.S. Agency for International

Development (USAID) to different bases when

they determined the dollar value of their costs of

managing these contracts. Indirect cost rates are

calculated by dividing the organization’s total al-

lowable indirect costs by some direct cost base and

are expressed as a percentage. Notwithstanding

the limited scope of this review—in which SIGIR

focused only on security contract costs—and the

complexity of the indirect cost rate determina-

tions, the disparity and amount of indirect costs
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Recommendations
This report contains no recommendations.

Management Comments
Management comments are included in the final

report, which can be found on the SIGIRwebsite:

www.sigir.mil.

U.S. Central Command Contracting
Command Had Few Contract Terminations
That Resulted in Wasted Funds in Iraq
(SIGIR 12-005, 10/2011)

Introduction
This report examines U.S. Central Command

Contracting Command Iraq reconstruction

contracts that were terminated from June 2008

throughApril 2011. SIGIR undertook this review to

examine the outcomes of C3’s terminated contracts

to determine if the agencymaintains effective con-

trols over contracts and if the terminations resulted

in wastedU.S. funds.

Results
C3 terminated 16 reconstruction contracts dur-

ing the period reviewed.This is far fewer than the

981 contracts terminated byC3’s predecessor, Joint

ContractingCommand-Iraq/Afghanistan, from

January 2005 through June 2008. According to C3

officials, the reduction is attributable to amuch

smaller reconstruction program, improvements in

contractmanagement systems, and improved con-

tractor performance. Ten contractswere terminated

at the convenience of the government because the

serviceswere no longer needed, and six contracts

were terminated for cause or default because of

poor contractor performance. SIGIR identified

potentialwaste ofmore than $16.6million in two

contracts. Better planning and coordinationbyC3

andotherU.S. agencies couldhave avoidedmuchof

thatwaste. SIGIR recognizes that wasted funds on

two terminated contracts do not indicate systemic

problems for an agency that hasmanaged hundreds

$845million of the $1.1 billion had been obligated

and $717million had been expended.Themajor-

ity of the unobligated and unexpended funds were

allocated for fiscal year 2010.There were no expired

funds as of June 30, 2011, and $223million had not

been obligated.

Recommendations
This report contains no recommendations.

Management Comments
Because this report did not contain recommen-

dations, DoS was not required to and did not

submit comments.

Department of Defense Agencies
Have Taken Action on Most Open
Audit Recommendations
(SIGIR 12-004, 10/2011)

Introduction
The Inspector General Act of 1978, as amended,

requires SIGIR to identify in its semiannual reports

each significant recommendation described in

previous semiannual reports on which corrective

action has not been completed.This report follows

up on 26 audit recommendations SIGIRmade to

three DoD agencies—theU.S. Central Command,

U.S. Forces-Iraq (USF-I), andU.S. ArmyCorps of

Engineers (USACE)—that were open as of July 31,

2011.The objectives of this report were to deter-

mine whether the DoD agencies took appropriate

action to address these recommendations.

Results
As a result of information received from the three

DoD agencies, and information developed during

other SIGIR reviews, SIGIRwas able to close 24 of

the 26 open recommendations. Two recommenda-

tions remain open because USACE could not de-

termine their status. SIGIRwill continue to follow

up on the two open recommendations.
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with documents obtained from other sources,

allowed SIGIR to determine:

• DoS does not have a current assessment of Iraqi

police forces’ capabilities upon which to base

its program. Such an assessment is essential

for effective program targeting. Further, DoS

does not have a sufficiently comprehensive and

detailed PDP plan that provides specifics on

what is to be accomplished, including interme-

diate and long-termmilestones, benchmarks

to assess progress and accomplishments, and

transparency of and accountability for costs and

performance outcomes.

• DoS has reduced the size of the PDP since 2009

to offset increases in estimated costs and an-

ticipated budget reductions.While it requested

about $887million for the program in FY 2012,

current plans are to phase in a smaller and less

costly program. Earlier this year, DoS, for the

first phase of the program, reduced the num-

ber of planned advisors from 190 to 115 and

eliminated aircraft transport capability. INL

officials estimate the FY 2012 cost for Phase 1 to

be about $500million.

• Spending plans indicate that only a relatively

small portion of program funds—about

12%—will be used to pay for advising, men-

toring, and developing Iraqi police forces.

The vast preponderance of money will fund

security and life support. INL officials told

SIGIR they will seek ways to reduce security,

life support, and other overhead.

• With the program nownotablypareddown,DoS

plans touse remainingFY2010andFY2011 funds

to pay some FY 2012 operational costs. INL data

indicates that asmuchas$200million to$300mil-

lion could be available for this purpose. DoS did

not provide SIGIRwith sufficiently detailed data

on current obligations, expenditures, and bud-

gets, including the use of PDP funds to pay for

U.S. Embassy-Baghdad operations (security, life

support, and aircraft) that support the program.

• DoS has not yet securedwritten commitments

from theGOI regarding either its support for the

of contracts. However, SIGIR believes lessons can be

learned from these terminations.

Recommendations
This report contains no recommendations.

Management Comments
Management comments are included in the final

report, which can be found on the SIGIRwebsite:

www.sigir.mil.

Iraqi Police Development Program:
Opportunities for Improved Program
Accountability and Budget Transparency
(SIGIR 12-006, 10/2011)

Introduction
OnOctober 1, 2011, DoD transferred the respon-

sibility formanaging training of the Iraqi police to

DoS. DoS is executing this effort through its new

PDP, which seeks to assist the GOI in strength-

ening police forces’ capabilities so that they can

maintain internal security.WithinDoS, INL has

themanagement lead andwill provide police advi-

sors tomentor, advise, and train senior Iraqi police

personnel.

In this audit, SIGIR examinedwhether DoS/INL

has a plan for the programwith sound require-

ments and cost estimates, and whether DoS has

identified the funds and other resources that the

GOIwill contribute to the program, as required

by law. SIGIR also examined related issues, such as

security and overhead, that could affect program

operations and costs.

Results
SIGIR’s audit initially was impaired byDoS’s lack

of cooperation, which resulted in limited access to

key officials and documents. After an exchange of

letters on this issue, the access problems weremiti-

gated. SIGIR’s somewhat limited discussions with

and documents obtained fromDoS officials, along
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Matters for Congressional Consideration
SIGIR believes that, before additional funds are

committed to the program, the Congressmight

consider requiringDoS to providemore detailed

data on (1) projected program costs, (2) existing

funds available tomeet FY 2012 operational costs,

and (3) expected GOI contributions.

Management Comments
DoS agrees with SIGIR’s recommendations and

notes that this report will aid in strengthening op-

erational systems and controls for the PDP. Other

DoS comments are addressed in the report as ap-

propriate.Management comments are included in

the final report, which can be found on the SIGIR

website: www.sigir.mil.

Falluja Waste Water Treatment System:
A Case Study in Wartime Contracting
(SIGIR 12-007, 10/2011)

Introduction
TheFallujaWasteWater Treatment Systemwas

one of the largest andmost expensive construc-

tion projects in Iraq. It was part of a broad strategy

to improve Iraq’s infrastructure so as to win the

hearts andminds of the Iraqi people.This report

discusses the history and outcomes of the Falluja

WasteWater Treatment System and examines the

lessons learned from this difficult reconstruction

experience as applied to wartime contracting.

Results
Heavy fighting in Falluja, poor planning, unreal-

istic cost estimates, and inadequate funding led to

significant cost-overruns and delays in construct-

ing the city’s newwastewater treatment system.

After seven years and the expenditure ofmore

than $100million, the backbone of a wastewater

treatment system is now in place, which can serve

approximately 36,000 residents. But this is far short

of the 183,000 residents originally intended to

benefit from the system. Despite this shortfall, the

PDP or its planned financial contributions, even

though (1)DoS has written policy guidelines re-

quiringGOImatching contributions and (2) con-

gressional language appropriating funds for Iraq

assistance specifies the use of these guidelines.

SIGIR believes this audit raises serious con-

cerns regarding the PDP’s long-term viability.The

continual downsizing of the program, the planned

use of unspent funds, and the lack of transparency

regarding the use of program funds for “Embassy

platform” purposes (such as security, life support,

and aviation) raise red flags about the program’s

true funding requirements.This report identifies

opportunities for improved program accountabil-

ity and budget transparency, which, if acted upon,

will strengthen the likelihood of program success.

Recommendations
SIGIR recommends that the Secretary of State:

1. Direct INL to work with the Iraqi Ministry

of Interior to complete quickly an adequate

assessment of Iraqi police forces to serve as a

basis for the mentoring, advising, and training

to be provided.

2. Direct INL to finish quickly a comprehensive

and detailed PDP plan that includes specifics on

what is to be accomplished—including interme-

diate and longer termmilestones, andmetrics to

assess progress and accomplishments—in order

to provide greater transparency of andmore

accountability for program costs and perfor-

mance. To the extent feasible, ensure that the

PDP planmaximizes funds for direct program

use as opposed to support activities.

3. Complete a written agreement with the GOI

on Iraqi roles and duties in the PDP—includ-

ing agreement on the joint accountability for

the PDP and the types and amount of Iraq’s

financial participation. If such an agreement

cannot be obtained, determine how the PDP

should be modified.
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project helped stabilize the city, enhanced the local

citizenry’s faith in government, built local service

capacity, won hearts orminds, or stimulated the

economy. Coupledwith the fact that the outcome

achievedwas awastewater treatment systemoperat-

ing at levels far belowwhat was anticipated, it is

difficult to conclude that the project was worth the

$100million investment and themany lives lost.

Lessons Learned
A successful reconstruction program requires

a balancing of security, political, and economic

interests. Reconstruction cannot proceed on a large

scale without the requisite security to protect those

carrying out the projects and those overseeing

them. In Iraq, the scope of reconstruction was too

often insupportable by available security resources.

To this day, Iraq’s reconstruction environment has

never been truly “post-conflict.” Endlessly resum-

ing rebuilding in the wake of sustained attacks on

reconstruction personnel and critical infrastruc-

ture proved to be a demoralizing andwasteful

strategy. In future stabilization and reconstruction

operations, the U.S. government should analyze

whether and at what costs security risks can be

mitigated before proceeding with large-scale re-

building projects. Such projects should only begin

when senior leaders determine that the strategic

objective they could fulfill outweighs the risk of

failure and the costs ofmitigating security risks.

Management Comments
Management comments are included in the final

report, which can be found on the SIGIRwebsite:

www.sigir.mil.

Ongoing and Planned Audits

SIGIR primarily conducts performance audits that

assess the economy, efficiency, effectiveness, and

results of Iraq reconstruction programs, oftenwith

a focus on the adequacy of internal controls and the

potential for fraud,waste, and abuse.This includes

facility is expandable and, with additional invest-

ment by the Iraqi government, tens of thousands of

additional residents could be connected to it. SIGIR

notes that the Iraqi government is now supporting

the system’s current operation and its future ex-

pansion. But completion of the existing backbone

facility was years late andmillions of dollars over

budget, leaving Falluja streets torn up for years.

Many people, includingDoS personnel, died while

working in support of this project.

Assessing the FallujaWasteWater Treatment

System solely on its excessive costs and limited re-

sults may not fully realize the nature of its second-

ary goals and objectives.Wartime projects gener-

ally have secondary goals that shapemanagement

decisionsmade along the way.This project had the

secondary goals of enhancing local citizens’ faith

in their government’s ability to deliver essential

services, building a service capacity within the

local government, winning the hearts andminds

of a critical segment of the Iraqi populace, and

stimulating the economy by boosting employment

(particularly for youngmenwhowere potentially

recruitable by the insurgency).

This project was taken on in 2004 in a city

wracked by violence. Little planning went into the

project, and there wasminimal understanding

of site conditions, no skilled workforce available,

and no clear idea about howmuch the new system

would cost. Very early in the project, security con-

ditions rapidly deteriorated such that the trenches

and pipes laid by the U.S. contractor were regularly

being blown up, and construction workers were

subject to continual attacks. On several occa-

sions, U.S. combatant commanders had to direct

the contractor to stop construction until security

improved. Somany adverse conditions faced this

project from the outset that it is hard to understand

why it was initiated and continued.

The absence of information or analysis on

whether progress wasmade toward achieving any

of the secondary goalsmakes an assessment of

this project’s worth or wisdomquite difficult. In

the end, it would be dubious to conclude that this
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• Projects 9005, 9012, and 9013: Audits of Depart-

ment of Defense, Department of State, and the

U.S. Agency for International Development

Appropriation, Obligation, and Expenditure

TransactionData Related to Iraq Relief and

Reconstruction

Planned Audits
SIGIR’s planned audits are aligned with three key

goals enumerated in its strategic audit plan to fulfill

its legislativemandates:

• Improve business practices and accountabil-

ity inmanaging contracts and grants for Iraq

reconstruction.

• Strengthen the economy, efficiency, and effec-

tiveness of programs and operations designed to

facilitate Iraq reconstruction.

• Provide for independent and objective leader-

ship and coordination of, and recommendations

on, policies designed to address problems and

deficiencies in reconstruction and stabilization

efforts in Iraq.

To accomplish its objectives, SIGIR plans to

allocate its resources across the goals based on its

mandates and the amount remaining in each re-

construction fund. Generally speaking, SIGIRwill

allocate its resources as follows:

• 5% toward auditing contracts and programs

paid out of the Iraq Security Forces Fund

• 5% toward auditing contracts and programs

paid out of the Iraq Relief and Reconstruction

Fund

• 70% toward auditing the Economic Support

Fund, International Narcotics Control and Law

Enforcement account, and the Commander’s

Emergency Response Program

• 20% to address requirements for a forensic audit

This notional resource allocation also includes

resources tomeet requirements for auditing

private security contractors. However, SIGIRmay

focus its resources more intensely on any one area

a series of focused contract audits ofmajor Iraq

reconstruction contracts,whichwill support SIGIR’s

response to congressional direction for a “forensic

audit” ofU.S. spending associatedwith Iraq recon-

struction.Additionally, SIGIRhas conducted and

will continue to conduct in-depth assessments of the

reasonableness, allowability, and allocability of costs

charged to theU.S. government. SIGIRwill also

closelymonitor and review reconstruction activities

as theDoDpresence declines and theDoSmanage-

ment responsibilities for reconstruction increase.

Announced or Ongoing Audits
SIGIR is currently working on or has announced

its plans to conduct these audits:

• Project 1114: Audit of Plans To Spend Remain-

ing Funds from Iraq Security Forces Fund

Appropriation

• Project 1113: Audit of the Government’s Reviews

of Business Systems for Contractors Receiving

U.S. Funds ToWork in Iraq

• Project 1112b: Audit of the Department of

Defense’s Efforts ToAccount for Funds from the

Development Fund for Iraq

• Project 1111: Audit of the Department of State’s

Process To Transfer Reconstruction Projects to

the Government of Iraq

• Project 1109: Audit of the Department of

Defense’sManagement of Selected Large-dollar

Iraq Reconstruction Contract Closeouts

• Project 1108b: Audit of the Department of

Defense’s Iraq Reconstruction Contract

Terminations

• Project 1107: Audit of the Results of Efforts To

Develop the Capacity of the IraqiMinistries of

Defense and Interior

• Project 1105b: Audit of the Use of Funds Pro-

vided for the Iraq Commander’s Emergency

Response Program

• Project 1102b: Audit of the Status of Recommen-

dationsMade to the Department of Defense

• Project 1020: Audit of the Departments of Justice

and StateManagement of Rule of LawActivities

in Iraq
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management issues. As a new initiative launched

during calendar year 2008, SIGIR developed plans

to perform forensic reviews of financial data related

to Iraq reconstruction activities. SIGIR has since

published five reports on its forensic audit effort.

SIGIR has completedmost of its forensic audit

work andwill write the final forensic audit report

on the results of SIGIR’s work.◆

at any given time based on internal or external

interests or concerns.

Nearly all of SIGIR’s planned audits are best

characterized as performance audits, which typi-

cally provide an independent assessment of the

performance andmanagement of a program or

contract against objective criteria. SIGIR’s perfor-

mance audits often include aspects of financial
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The SIGIR Investigations Directorate continues

to actively pursue allegations of fraud, waste,

and abuse in Iraq, with 101 active investigations

as of September 30, 2011.This quarter, SIGIR

had 1 investigator assigned to Baghdad;

6 investigators at SIGIR headquarters in

Arlington, Virginia; and 13 investigators

working at offices in Pennsylvania, Florida,

Texas, Georgia, Oklahoma, and California.

Investigative accomplishments this quarter

included 4 indictments, 3 convictions, and

3 sentencings. As of September 30, 2011, the

work of SIGIR investigators had resulted in

35 arrests, 68 indictments, 57 convictions, and

more than $154.7 million in fines, forfeitures,

recoveries, restitution, and other monetary

results. Investigative accomplishments this

quarter also included suspension and debarment

action, including 4 suspensions, 11 proposals for

debarment, and 13 debarments.

As a result of SIGIR’s investigations, 9 defendants

are awaiting trial, and 19more are awaiting

sentencing. Figure 5.1 shows the increases in the

number of judicial actions andmonetary results

achieved based on SIGIR’s investigations.With

prosecutors currently handling a substantial

number of additional cases, this trend is expected

to continue. For a comprehensive list of convictions

compiled by the Department of Justice (DoJ), see

Table 5.2, at the end of this subsection.

SIGIR notes these investigative activities this

quarter:

• AU.S.Marine Corps gunnery sergeant from

South Carolina was charged with and pled

guilty to his role in a scheme to steal military

equipment worth $124,000 in Iraq.

• An associate of a U.S.Marine Corps contracting

officer in Iraq pled guilty to amoney-laundering

conspiracy charge.

• A formerU.S. Army lieutenant colonel was

sentenced to prison for accepting illegal

gratuities from contractors in Iraq.

• A formerU.S. Army sergeant was indicted for

receiving stolen cash.

• A retiredU.S. Army colonel was sentenced to

12months in prison for her role in a bribery

scheme in Iraq.

• A formerU.S. Army sergeant was sentenced for

his role in a theft conspiracy.

• A formerU.S. ArmyCorps of Engineers

(USACE) employee was charged with and pled

guilty to accepting bribes from Iraqi contractors.

• A contractor was indicted for lying to federal

agents.

U.S. Marine Corps Gunnery Sergeant
Pleads Guilty to Role in Scheme
To Steal Military Equipment in Iraq
OnAugust 10, 2011, Eric Hamilton, a U.S.Marine

Corps gunnery sergeant, pled guilty in U.S. District
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prison term. As part of his guilty plea, Hamilton

has agreed to pay $124,944 in restitution to the

United States. A sentencing date has not yet been

set by the court.

This case is being prosecuted by a SIGIR attorney

on detail to the Fraud Section of DoJ’s Criminal

Division, and being investigated by SIGIR and the

Defense Criminal Investigative Service (DCIS).

Associate of U.S. Marine Corps
Contracting Officer Pleads Guilty to
Money-laundering Conspiracy Charge
On July 22, 2011, Francisco Mungia III pled

guilty in U.S. District Court in Honolulu,

Hawaii, to a one-count criminal information

filed on July 19, 2011, charging himwith

conspiracy.Mungia was an associate of a U.S

Marine Corps contracting officer stationed at

Camp Fallujah, Iraq, and agreed to launder

approximately $150,000 in bribes the contracting

officer had received from two contractors in Iraq.

Themoney had been received by aU.S.Marine

Corps contracting officer in Iraq, between 2005

and 2008, in return for awarding contracts to

contractors in Iraq.The associate of the contracting

officer established bank accounts to conceal and

disguise the nature, location, source, ownership,

and control of the funds.These funds were then

transferred from the Iraqi contractors to the United

States via cash andwire transfers.The associate

deducted a 20% share and then transferred the

funds back to the contracting officer or a designee.

The investigation into this case continues.

The case is being investigated by SIGIR, DCIS,

the ArmyCriminal Investigation Command-Ma-

jor Procurement FraudUnit (CID-MPFU), and the

Federal Bureau of Investigation (FBI).

Former U.S.Army Lieutenant Colonel
Sentenced to Prison for Accepting
Illegal Gratuities
On July 29, 2011,DavidC. Pfluger, a formerU.S.

Army lieutenant colonel, was sentenced to 18months

in prison for accepting illegal gratuities from

Court inGreenville, SouthCarolina, to a criminal

information charginghimwith two counts of

conspiracy to stealmore than 70 electrical generators

from twoMarineCorps bases in Iraq in 2008.

FromMay to September 2008, Hamilton was

stationed at Camp Fallujah, Iraq, where he was

in charge of amilitary storage yard containing

electrical generators and other equipment for use

byU.S.Marine Corps units in Iraq. Hamilton

admitted that while he was stationed there, he

entered into a schemewith aMarine Corps officer

to facilitate the theft of electrical generators from

the base by private Iraqi contractors. Hamilton

admitted that he identified the generators to be

stolen, paintedmarkings on them to designate

them for theft by the Iraqi contractors, and

facilitated access to the storage yard by the

contractors’ trucks to load and remove the

generators. Hamilton also entered into a separate

schemewith a private Iraqi contractor to facilitate

that contractor’s theftof electrical generators from

the base. Both of these theft schemes continued

after theMarine Corps closed Camp Fallujah

and relocated personnel to CampRamadi, Iraq.

Hamilton was assigned to CampRamadi from

October to December 2008.

In pleading guilty, Hamilton admitted that he

receivedmore than $124,000 in payments from

theMarine Corps officer and the Iraqi contractor

in return for facilitating the theft ofmore than

70 generators fromCamp Fallujah and Camp

Ramadi. Hamilton received the funds through

cash payments in Iraq, checks issued toHamilton’s

wife in the United States by the officer’s wife, and

wire transfer payments to a bank account in the

United States. Hamilton sent home approximately

$43,000 of the cash he received from the thefts at

Camp Fallujah by concealing it among American

flags contained in foot lockers that he mailed

from Iraq to his wife. The investigation into this

case continues.

At sentencing, Hamilton facesmaximum

penalties of five years in prison, a $250,000 fine,

and three years of supervised release following a
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to the former sergeant.The fundswere a cashpay-

ment for pickupby a local contractorwho failed to

appear for the payment.Thecashwas then stolen,

concealed in a stuffed toy, and sent through theU.S.

mail to the formerU.S.Army sergeant inCalifornia.

The investigation into this case continues.

The case is being investigated by SIGIR, DCIS,

ArmyCID-MPFU, and FBI.

Retired U.S. Army Colonel
Sentenced to 12 Months in Prison
for Bribery Scheme in Iraq
OnAugust 16, 2011, Levonda J. Selph, a retired

U.S. Army colonel, was sentenced inU.S. District

Court inWashington, D.C., to 12months in prison

for her role in a scheme to pay bribes for contracts

awarded in support of the IraqWar. In addition to

her prison term, Selph was sentenced to three years

of supervised release and ordered to pay a $5,000

fine and $9,000 in restitution.

Selph pled guilty in June 2008 to a criminal

information charging her with one count of bribery

and one count of conspiracy. According to the

information, in 2005, then-Lieutenant Colonel

Selph served as chair of a selection board for a

$12million contract to build and operate several

Department of Defense warehouses in Iraq. Selph

accepted fraudulent bids from a co-conspirator

contracting firm and helped that firm to win

the contract award. In return for these actions,

Selph accepted a vacation toThailand and other

items of value totaling approximately $9,000.The

investigation into this case continues.

The case is being investigated by SIGIR, DCIS,

ArmyCID-MPFU, FBI, and theDepartment of

Homeland Security’s Bureau of Immigration and

Customs Enforcement (ICE).

Former U.S. Army Sergeant
Sentenced in Theft Conspiracy
OnOctober 5, 2011, Robert A. Nelson, a former

U.S. Army sergeant first class, was sentenced

in U.S. District Court for conspiring to steal

U.S. Army equipment related to his work as a

multiple Iraqi contractors and for stealing from

Iraqi fuel reserves. Pfluger was also sentenced to

three years of supervised release and ordered to pay

$24,000 in restitution. Pfluger pled guilty to a four-

count indictment charging himwith one count of

conspiracy, two counts of accepting gratuities, and

one count of conversion of third-party property by

aU.S. official.

According to court documents, Pfluger was

deployed to ForwardOperating Base Ridgway in

Iraq and assigned the role of “Mayor” of the base.

As the “Mayor,” he was the officer-in-charge of the

physical facilities of the base and had extensive

contact with the various local contractors doing

work on the base.While serving in this role,

Pfluger agreed with aU.S. Army translator and

various local contractors to accept gratuities in the

form of cash, jewelry, and clothing from various

contractors.The gratuities were paid in return for

official acts Pfluger performed that benefitted the

contractors, including encouraging contracts for

those contractors, relaxing security procedures

for them, and providing them fuel from Iraqi fuel

reserves that he had no authority to access. Pfluger

received themoney, jewelry, and clothing in Iraq

and sent it home through theU.S. mail, often

hiding themoney inside books and letters. In

total, Pfluger admitted to receiving approximately

$11,500 in cash from this scheme, plus an

unknown amount of clothing and jewelry.

This case was prosecuted by a SIGIR attorney

on detail to the Fraud Section of DoJ’s Criminal

Division.The case was investigated by SIGIR,

Army CID-MPFU, DCIS, and FBI.

Former U.S. Army Sergeant Indicted for
Receiving Stolen Cash from Iraq
OnAugust 5, 2011, a formerU.S. Army sergeant

was charged inU.S. District Court in Los Angeles,

California, in a one-count indictment with receiv-

ingmore than $12,000 in stolen cash from Iraq.

According to court documents, themoney had

been stolen by another U.S. Army soldier—who

was deployed to Tallil, Iraq, in 2008—andmailed
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Manok admitted to using his official position

to conspire with Iraqi contractors to accept

cash bribes in exchange for recommending that

USACE approve contracts and other requests for

payment submitted by the contractors to the U.S.

government. InMarch andApril 2010,Manok

agreed to receive a $10,000 payment from one such

contractor who had been involved in constructing

a kindergarten and girls’ school in the AbuGhraib

neighborhood of Baghdad and had soughtManok’s

influence in having requests for payment approved

byUSACE. According to court documents,Manok

was to receive an additional bribe payment from

the contractor once the contractor’s claim had

been approved.Manok also admitted that he

intended to conceal the payments from authorities

by transferring them, via associates, from Iraq

to Armenia. Sentencing has been scheduled for

December 9, 2011, whereManok faces amaximum

penalty of five years in prison.

This case was investigated by the FBI, DCIS,

ArmyCID-MPFU, and SIGIR as participants in

the International Contract Corruption Task Force.

The case is being prosecuted by the U.S. Attorney’s

Office for the EasternDistrict of Virginia and

the Fraud Section of DoJ’s Criminal Division.

Initial prosecutorial work was handled by a SIGIR

attorney on detail to the Fraud Section of DoJ’s

Criminal Division.

U.S. Contractor Indicted
for Lying to Federal Agents
OnAugust 9, 2011, a U.S. contractor in Iraq was

indicted by a federal grand jury inWaco, Texas,

for lying to federal agents during the course of an

investigation.The agents are investigating a fraud

scheme involving the theft and resale of genera-

tors in Iraq to various entities including the U.S.

government.The contractor is currently incarcer-

ated inWaco, Texas.The investigation into this

case continues.

The case is being investigated by SIGIR, DCIS,

ArmyCID-MPFU, and FBI.

non-commissioned officer helping to train Iraqi

Army personnel inMosul, Iraq, in 2008. Nelson

was sentenced to serve four years probation, of

which the first sixmonths will be home confine-

ment, and ordered to pay restitution of $44,830 and

a special assessment of $100. Nelson pled guilty

to a one-count criminal information charging

conspiracy to steal public property. According to

court documents, Nelson was deployed to For-

wardOperating Base Diamondback, Iraq, as the

non-commissioned officer-in-charge of the Ninewa

Operations CommandMilitary Transition Team.

This transition team helped train the Iraqi Army

units stationed nearby.

While serving in Iraq, Nelson agreed with a

U.S. Army translator to steal eight generators

from a lot on base that held various pieces of used

equipment. Once the generators were taken off

the base, the translator arranged for them to be

sold on the blackmarket in Iraq. Nelson admitted

that he received half of the proceeds of the sales

of stolen equipment, with approximately $35,000

of themoney being wired toNelson’s account by

the translator’s brother. In total, Nelson admitted

receiving approximately $44,830 from this scheme.

The investigation into this conspiracy continues.

This case is being prosecuted by a SIGIR

attorney on detail to the Fraud Section of DoJ’s

Criminal Division.The case is being investigated

by SIGIR, DCIS, andArmyCID-MPFU.

Former USACE Employee Pleads
Guilty to Accepting Bribes
from Iraqi Contractors
On September 19, 2011,Thomas AramManok, a

formerUSACE employee stationed in Baghdad,

pled guilty in U.S. District Court in the Eastern

District of Virginia to conspiring to receive bribes

from Iraqi contractors involved in the U.S.-funded

reconstruction efforts.
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in Iraq reconstruction or Army support contracts

in Iraq.These cases arise as the result of criminal

indictments filed in federal district courts and al-

legations of contractor irresponsibility that require

fact-based examination by the Army’s Suspension

andDebarment Official.This quarter, the Army

suspended five contractors based on allegations of

fraud in Iraq andKuwait. In addition, the Army

proposed 15 contractors for debarment and final-

ized eight debarments of individuals and com-

panies during that same period based on fraudu-

lent activity in Iraq andKuwait.TheArmy has

suspended 116 individuals and companies involved

in sustainment and reconstruction contracts sup-

porting the Army in Iraq andKuwait since 2003;

and 172 individuals and companies have been

proposed for debarment, resulting in 127 finalized

debarments that range in duration from 9months

to 10 years.

PFB is aggressively pursuing additional

companies and individuals associated with fraud

related to Army contracts in Iraq, Kuwait, and

other locations in Southwest Asia, with additional

suspension and debarment actions projected

during 2011–2012. Suspension and debarment

actions related to reconstruction andArmy

support-contract fraud in Afghanistan are reported

to the Special Inspector General for Afghanistan

Reconstruction (SIGAR). For a list of debarments,

see Table 5.3. For a complete list of suspensions and

debarments, see Appendix E.◆

SIGPRO Update

The SIGIR Prosecutorial Initiative (SIGPRO)

continues tomake a substantive impact. In late

2009, in an effort to further align resources

with its expanding caseload, SIGIR developed a

programwherein it hired three highly experienced

and respected former DoJ prosecutors.They

were detailed as a unit to the Fraud Section of

DoJ’s Criminal Division to prosecute SIGIR

investigation cases, handling their ownDoJ

caseloads and working closely with the SIGIR

General Counsel and other DoJ prosecutors on

assigned SIGIR cases. SIGPRO attorneys are

now firmly ensconced at DoJ with full dockets of

criminal fraudmatters emanating from the Iraq

reconstruction effort.They are currently leading

or significantly involved in a host of prosecutorial

matters and continue to play integral roles in

the development and prosecution of cases being

worked by the SIGIR Investigations Directorate.

Suspension and Debarment

Since December 2005, SIGIR has worked closely

with DoJ, ArmyCID-MPFU, DCIS, and theU.S.

Army Legal Services Agency’s Procurement Fraud

Branch (PFB) to suspend and debar contractors

and government personnel for fraud or corruption

within the U.S. Army, including those involved
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Table 5.2

Convictions (as compiled by the Department of Justice)

Name Charges

Date of

Conviction Sentence

Robert A. Nelson,
former USA sergeant

Conspiracy to steal public property 10/5/2011 Four years probation with the first six
months in home confinement; $44,830
restitution; and $100 special assessment

Thomas A. Manok,
former USACE employee

Conspiracy 9/19/2011 Pending

Eric Scott Hamilton,
USMC gunnery sergeant

Conspiracy 8/10/2011 Pending

Francisco Mungia Conspiracy 7/22/2011 Pending

Barry S. Szafran Illegally receiving a gratuity 7/15/2011 One year probation with the first four
months in home confinement; $7,169
restitution; and $100 special assessment

Justin W. Lee, former DoD
contractor

Conspiracy, bribery 7/15/2011 Pending

Derrick Shoemake,
former USA major

Bribery 6/13/2011 Pending

David Pfluger,
former USA Lt. Col.

Conspiracy, accepting gratuities, and converting the
property of another to his own use

3/25/2011 18 months in prison; 3 years supervised
release; and $24,000 restitution

Charles Bowie,
retired USA major

Engaging in monetary transactions in property derived
from specified unlawful activity

5/11/2011 Pending

Richard Razo, former DoS
contractor and DoS employee

Wire fraud, wire fraud conspiracy 2/28/2011 Pending

Maj. Kevin Schrock, USA Money laundering 2/8/2011 Pending

Eddie Pressley,
former USA major

Bribery, conspiracy to commit bribery, honest services
fraud, money laundering conspiracy, engaging in monetary
transactions with criminal proceeds

2/8/2011 Pending

Eurica Pressley, former
contractor and military spouse

Bribery, conspiracy to commit bribery, honest services
fraud, money laundering conspiracy, engaging in monetary
transactions with criminal proceeds

2/8/2011 Pending

Osama Ayesh, former U.S.
Embassy-Baghdad employee

Theft of public money, engaging in acts affecting a
personal financial interest

2/2/2011 42 months in prison; 36 months supervised
release; $243,416 restitution; and $5,000
fine

Capt. Bryant Williams, USA Honest services fraud, accepting bribes 12/17/2010 Pending

Mark Carnes, USAF master
sergeant

Bribery 12/16/2010 20 months in prison; 3 years supervised
release; and $4,000 fine

Michelle Adams, former DoD
contractor

Bribery 12/7/2010 15 months in prison followed by supervised
release

Frankie Hand, Jr., retired USN
lieutenant commander

Fraud, bribery, and receiving illegal gratuities 12/7/2010 3 years in prison and forfeiture of $757,525

Peter Dunn, former DoD
contractor

Bribery 11/19/2010 14 months in prison; 2 years supervised
release

Salvatore Pepe Conspiracy to defraud 11/5/2010 Pending

Precy Pellettieri Conspiracy to defraud 11/5/2010 Pending

Maj. Roderick Sanchez, USA Bribery 10/27/2010 5 years in prison; 3 years supervised release;
and $15,000 fine

Maj. Richard Harrington, USMC Receiving illegal gratuities 10/18/2010 12 months and 1 day in prison; and
restitution

Lt. Col. Bruce Gillette, USAR Acts affecting a personal financial interest 10/6/2010 1 year probation; $2,000 fine; 160 hours
community service; and inability to possess
a firearm

Continued on the next page
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Name Charges

Date of

Conviction Sentence

Mariam Steinbuch, former
USMC staff sergeant

Bribery 10/5/2010 5 years probation and $25,000 restitution

Ismael Salinas Kickbacks 10/1/2010 Pending

Dorothy Ellis Conspiracy 9/2/2010 37 months in prison; 3 years probation; and
$360,000 restitution

Wajdi Birjas, former DoD
contract employee

Bribery, money laundering 8/11/2010 Pending

Maj. Mark Fuller, USMC Structuring financial transactions 8/4/2010 1 year and 1 day in prison; $198,510 fine;
and $200 special assessment

Maj. Charles Sublett, USA False statements 7/7/2010 21 months in prison; 2 years supervised
release; and forfeit $107,900 and 17,120,000
in Iraqi dinar

Capt. Faustino Gonzales, USA Receipt of a gratuity by a public official 6/24/2010 15 months in prison; 1 year supervised
release; $10,000 fine; $25,500 restitution;
and $100 special assessment

MSGT Terrance Walton, USMC Bribery, graft, failure to obey a direct order 5/17/2010 Reprimand; reduction in rank from E-8 to
E-3; $65,000 fine; and 62 days confinement

Capt. Eric Schmidt, USMC Wire fraud, filing a false federal tax form 5/17/2010 72 months in prison; 3 years probation; and
$2,150,613 restitution

William Collins, USA civilian Bribery 4/21/2010 42 months in prison; 3 years supervised
release; $1,725 fine; and forfeit $5,775

SFC Ryan Chase, USA Illegal gratuities, money laundering, false statements 4/21/2010 1 year and 1 day in prison; 2 years
probation; and $1.4 million restitution

Marcus McClain Acceptance of illegal gratuities 4/15/2010 Pending

Kevin A. Davis Acceptance of illegal gratuities 4/13/2010 Pending

Janet Schmidt, contractor
and military spouse

Filing a false tax return and fraud 3/18/2010 12 months home confinement; 3 years
probation; and $2,150,613 restitution

Terry Hall, contractor Conspiracy, bribery 2/17/2010 Pending

Theresa Russell, former
USA staff sergeant

Money laundering 1/28/2010 5 years probation and $31,000 restitution

Capt. Michael D. Nguyen, USA Theft and structuring financial transactions 12/7/2009 30 months in prison; 3 years supervised
release; $200,000 restitution; and forfeit
his interest in all personal property bought
with the stolen money as well as the
remaining funds seized by the government
at the time of his arrest

Ronald Radcliffe Bribery and money laundering 10/16/2009 40 months in prison and $30,000 fine

Joselito Domingo Bribery 11/19/2009 39 months in prison; 2 years supervised
release; and $70,000 fine

Gloria Martinez Bribery and conspiracy 8/12/2009 5 years in prison

Robert Jeffery Conspiracy and theft 8/11/2009 4 years in prison

William Driver Money laundering 8/5/2009 3 years probation, to include 6 months
home confinement, and $36,000 restitution

Nyree Pettaway Conspiracy to obstruct justice 7/28/2009 12 months and 1 day in prison; 2 years
supervised release; and $5 million
restitution

Michel Jamil Conspiracy 7/27/2009 40 months in prison

Continued on the next page
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Name Charges

Date of

Conviction Sentence

Robert Young Conspiracy and theft of government property 7/24/2009 97 months in prison; 3 years supervised
release; forfeiture of $1 million; and
$26,276,472 restitution

Samir Itani Conspiracy 7/21/2009 24 months in prison; 3 years supervised
release; $100,000 fine; and $100 special
assessment

Tijani Saani Filing false tax returns 6/25/2009 110 months in prison; 1 year supervised
release; $1.6 million fine; and $816,485
restitution to the IRS

Diane Demilta Wire fraud 5/27/2009 6 months in prison; 12-month house arrest;
2 years supervised release; $20,000 fine;
and $70,000 restitution

Benjamin R. Kafka Misprision of a felony 5/18/2009 Pending

Elbert W. George III Theft of government property; conspiracy 5/18/2009 60 days intermittent confinement; 2 years
supervised release; forfeit $103,000; and
pay jointly and severally with co-conspirator
Roy Greene $52,286.60 restitution

Roy Greene, Jr. Theft of government property; conspiracy 5/18/2009 3 years supervised release; forfeit $103,000;
and pay jointly and severally with co-
conspirator Elbert George $52,286.60
restitution

Frederick Kenvin Conspiracy 4/30/2009 3 years probation and $2,072,967
restitution

Stephen Day Conspiracy to defraud the United States by
misrepresentation

4/13/2009 3 years probation; $41,522 restitution; and
$2,000 fine

Jeff Alex Mazon, contractor,
KBR

Major fraud against the United States and wire fraud 3/24/2009 1 year probation; 6 months home
confinement; and $5,000 fine

Carolyn Blake,
Sister of Maj. John Cockerham

Conspiracy and money laundering 3/19/2009 70 months in prison; 3 years of supervised
release; and $3.1 million restitution

Michael Carter, Project
Engineer, Force Protection
Industries

Violating the Anti-Kickback Act 1/25/2009 61 months in prison and 3 years supervised
release

Harith al-Jabawi, contractor Conspiracy, bribery, and false statements 1/22/2009 Pending

Maj. Christopher Murray,
USA contracting officer

Bribery and false statements 1/8/2009 57 months in prison; 3 years supervised
release; and $245,000 restitution

Maj. Theresa Baker,
USAR contracting officer

Conspiracy and bribery 12/22/2008 70 months in prison and $825,000
restitution

Col. Curtis Whiteford,
USAR Senior Official, CPA-
South Central Region

Conspiracy, bribery, and wire fraud 11/7/2008 5 years in prison; 2 years supervised release;
and $16,200 restitution

Lt. Col. Michael Wheeler, USAR
CPA reconstruction advisor

Conspiracy, bribery, wire fraud, interstate transportation of
stolen property, and bulk cash smuggling

11/7/2008 42 months in prison; 3 years supervised
release; $1,200 restitution; and $100 special
assessment

David Ramirez, contractor,
Readiness Support
Management, Inc.

Bulk currency smuggling and structuring transactions 10/9/2008 50 months in prison; 3 years supervised
release; and $200 special assessment

Lee Dubois, contractor,
Future Services General
Trading and Contracting
Company

Theft of government property 10/7/2008 3 years in prison and repayment of
$450,000 that represented the illegal
proceeds of the scheme

Robert Bennett, contractor,
KBR

Violating the Anti-Kickback Act 8/28/2008 1 year probation and $6,000 restitution

Maj. James Momon, Jr.,
USA contracting officer

Conspiracy and bribery 8/13/2008 Pending

Continued on the next page
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Name Charges

Date of

Conviction Sentence

Lt. Col. Debra M. Harrison,
USA Acting Comptroller for
CPA-South Central Region

Conspiracy, bribery, money laundering, wire fraud,
interstate transportation of stolen property, smuggling
cash, and preparing false tax returns

7/28/2008 30 months in prison; 2 years supervised
release; and $366,640 restitution

Capt. Cedar Lanmon, USA Accepting illegal gratuities 7/23/2008 1 year in prison and 1 year supervised
release

Jacqueline Fankhauser Receipt of stolen property 6/30/2008 1 year probation; 180 days home
confinement; 104 hours community service;
$10,000 fine; and $100 special assessment

Maj. John Lee Cockerham, Jr.,
USA contracting officer

Bribery, conspiracy, and money laundering 6/24/2008 210 months in prison; 3 years of supervised
release; and $9.6 million restitution

Melissa Cockerham,
Wife of Maj. John Cockerham

Conspiracy and money laundering 6/24/2008 41 months in prison; 3 years of supervised
release; and $1.4 million restitution

Lt. Col. Levonda Selph,
USAR contracting officer

Conspiracy and bribery 6/10/2008 12 months in prison; 3 years supervised
release; $5,000 fine; and $9,000 restitution

Raman International Corp. Conspiracy and bribery 6/3/2008 $500,000 fine and $327,192 restitution

Capt. Austin Key,
USA contracting officer

Bribery 12/19/2007 24 months confinement; 2 years supervised
release; $600 assessment; and forfeit
$108,000

Maj. John Rivard,
USAR contracting officer

Bribery, conspiracy, and money laundering 7/23/2007 10 years in prison; 3 years supervised
release; $5,000 fine; and $1 million
forfeiture order

Kevin Smoot,
Managing Director,
Eagle Global Logistics, Inc.

Violating the Anti-Kickback Act and making false
statements

7/20/2007 14 months in prison; 2 years supervised
release; $6,000 fine; and $17,964 restitution

Anthony Martin,
subcontractor administrator,
KBR

Violating the Anti-Kickback Act 7/13/2007 1 year and 1 day in prison; 2 years
supervised release; and $200,504 restitution

Jesse D. Lane, Jr.,
USAR 223rd Finance
Detachment

Conspiracy and honest services wire fraud 6/5/2007 30 months in prison and $323,228
restitution

Steven Merkes, DoD civilian,
operational support planner

Accepting illegal gratuities 2/16/2007 12 months and 1 day in prison and $24,000
restitution

Chief Warrant Officer Peleti
“Pete” Peleti, Jr., USA, Army’s
food service advisor for
Kuwait, Iraq, and Afghanistan

Bribery and smuggling cash 2/9/2007 28 months in prison and $57,500 fine and
forfeiture

Jennifer Anjakos,
USAR 223rd Finance
Detachment

Conspiracy to commit wire fraud 11/13/2006 3 years probation; $86,557 restitution; and
$100 assessment

Sgt. Carlos Lomeli Chavez,
USAR 223rd Finance
Detachment

Conspiracy to commit wire fraud 11/13/2006 3 years probation; $28,107 restitution; and
$100 assessment

Sgt. Derryl Hollier,
USAR 223rd Finance
Detachment

Conspiracy to commit wire fraud 11/13/2006 3 years probation; $83,657.47 restitution;
and $100 assessment

Sgt. Luis Lopez,
USAR 223rd Finance
Detachment

Conspiracy to commit wire fraud 11/13/2006 3 years probation; $66,865 restitution; and
$100 assessment

Bonnie Murphy,
contracting officer

Accepting unlawful gratuities 11/7/2006 1 year supervised release and
$1,500 fine

Samir Mahmoud, employee of
U.S. construction firm

Making false statements 11/3/2006 1 day credit for time served and 2 years
supervised release

Continued on the next page



126 I SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

SIGIR OVERSIGHT

Name Charges
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Conviction Sentence

Gheevarghese Pappen,
USACE civilian

Soliciting and accepting illegal gratuities 10/12/2006 2 years in prison; 1 year supervised release;
and $28,900 restitution

Lt. Col. Bruce Hopfengardner,
USAR special advisor to CPA-
South Central Region

Conspiracy, conspiring to commit wire fraud and money
laundering, and smuggling currency

8/25/2006 21 months in prison; 3 years supervised
release; $200 fine; and $144,500 forfeiture

Faheem Mousa Salam,
interpreter, Titan Corp.

Violating the Foreign Corrupt Practices Act’s Anti-Bribery
Provisions

8/4/2006 3 years in prison; 2 years supervised release;
250 hours community service; and $100
special assessment

Mohammad Shabbir Khan,
director of operations for
Kuwait and Iraq, Tamimi
Global Co., Ltd.

Violating the Anti-Kickback Act 6/23/2006 51 months in prison; 2 years supervised
release; $10,000 fine; $133,860 restitution;
and $1,400 assessment

Witness tampering 8/10/2009 15 months in prison; 2 years supervised
release; $6,000 fine; and $200 special
assessment

Philip Bloom, Owner: Global
Business Group, GBG Holdings,
and GBG-Logistics Division

Conspiracy, bribery, and money laundering 3/10/2006 46 months in prison; 2 years supervised
release; $3.6 million forfeiture;
$3.6 million restitution; and $300 special
assessment

Stephen Seamans,
subcontracts manager, KBR

Wire fraud, money laundering, and conspiracy 3/1/2006 12 months and 1 day in prison;
3 years supervised release; $380,130
restitution; and $200 assessment

Christopher Cahill, regional
vice president, Middle East
and India, Eagle Global
Logistics, Inc.

Major fraud against the United States 2/16/2006 30 months in prison; 2 years
supervised release; $10,000 fine; and $100
assessment (a civil settlement with EGL
arising from the same facts resulted in a
settlement of $4 million)

Robert Stein,
CPA-South Central comptroller
and funding officer

Felon in possession of a firearm, possession of machine
guns, bribery, money laundering, and conspiracy

2/2/2006 9 years in prison; 3 years supervised
release; $3.6 million forfeiture; $3.5 million
restitution; and $500 special assessment

Glenn Powell,
subcontracts manager, KBR

Major fraud and violating the Anti-Kickback Act 8/1/2005 15 months in prison; 3 years supervised
release; $90,973.99 restitution; and $200
assessment

Note: Does not include non-U.S. court results from joint SIGIR/foreign law enforcement investigations or results from courts martial.
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Name Debarred

Blue Marines 11/24/2010

Blue Marines Group 11/24/2010

BMS Logistics 11/24/2010

BMS Group 11/24/2010

BMS General Trading, LLC 11/24/2010

Christopher Murray 11/10/2010

Curtis Whiteford 10/22/2010

William Driver 10/22/2010

Allied Arms Company, Ltd. 9/28/2010

Allied Arms Company, W.L.L. 9/28/2010

Shahir Nabih Fawzi Audah 9/28/2010

Defense Consulting and Contracting
Group, LLC 9/28/2010

Amwaj Al-Neel Company 9/22/2010

Baladi Company 9/22/2010

Desert Moon Company 9/22/2010

Ameer S. Fadheel 9/22/2010

Oday Abdul Kareem 9/22/2010

Maytham Jassim Mohammad 9/22/2010

Michael Dung Nguyen 8/19/2010

Michael Wheeler 7/28/2010

Austin Key 7/14/2010

Ashraf Mohammad Gamal 4/16/2010

Triple A United General Trading
and Contracting 4/16/2010

Jeff Thompson 3/29/2010

John Cockerham 3/17/2010

Melissa Cockerham 3/17/2010

Carolyn Blake 3/17/2010

Nyree Pettaway 3/17/2010

Robert Young 3/9/2010

Elbert Westley George III 1/21/2010

Roy Greene 1/21/2010

Ofelia Webb 1/21/2010

Patrick Faust 1/21/2010

Ali N. Jabak 9/30/2009

Liberty A. Jabak 9/30/2009

Liberty's Construction Company 9/30/2009

Tharwat Taresh 9/30/2009

Babwat Dourat Al-Arab 9/30/2009

Continued on next column

Table 5.3

Debarment List

Name Debarred

Chet M. Fazand 9/13/2011

Chad M. Fazand 9/13/2011

Fazand International Trading, LLC 9/13/2011

Al Dalla Co. 9/13/2011

Faustino L. Gonzales, CAPT, USA 9/7/2011

Chasib Khazal Mehadi Al Mosawi 9/7/2011

Quasay Shamran Mehdi Al-Mosawi 9/7/2011

The Economical Group 9/7/2011

Jenna International, Inc. 8/4/2011

Al-Methwad Company 7/21/2011

Tariq Zadan Dawood 7/21/2011

Tareq Zaidan Dawod 7/21/2011

Tariq Zaidan Dawod 7/21/2011

Tariq Zaidon Dawod 7/21/2011

Tarik Zaidon Dawood 7/21/2011

Abd Al Alim Abbod 7/21/2011

Frankie Joseph Hand 7/21/2011

Richard Joseph Harrington 7/21/2011

Janet L. Schmidt 6/22/2011

Mariam M. Steinbuch 6/6/2011

Mark Carnes 6/3/2011

Terence O. Walton 6/3/2011

Al Aali Future Mario Company 5/11/2011

Eric K. Schmidt 4/20/2011

Mark R. Fuller 4/1/2011

Ammar Tariq Al Jazrawi 1/10/2011

Ammar Tareq Al Jazrawi General
Contracting Company 1/10/2011

Liberty Al-Ahlia General Trading and
Contracting Company 12/13/2010

Bronze Al-Taqoos Al-Afjan 12/13/2010

International Quality Kitchens Ardiya 12/13/2010

John Napolian 12/13/2010

Joseph Sebastian 12/13/2010

N.K. Ismail 12/13/2010

Biju Thomas 12/13/2010

Combat General Trading Company 12/13/2010

Jank Singh 11/24/2010

Blue Marine Services 11/24/2010

Blue Marines General Trading, LLC 11/24/2010

Continued on next column
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Name Debarred

Future AIM United 9/17/2008

First AIM Trading and Contracting 9/17/2008

Vasantha Nair 9/17/2008

K. V. Gopal 9/17/2008

Falah Al-Ajmi 9/17/2008

Trans Orient General Trading 9/17/2008

Zenith Enterprises, Ltd. 9/17/2008

Peleti “Pete” Peleti, CWO, USA 6/15/2008

Al Sawari General Trading and
Contracting Company 3/13/2008

John Allen Rivard, MAJ, USAR 1/14/2008

Samir Mahmoud 11/29/2007

Robert Grove 10/30/2007

Steven Merkes 9/27/2007

Bruce D. Hopfengardner, LTC, USAR 9/20/2007

Robert J. Stein, Jr. 8/16/2007

Philip H. Bloom 8/8/2007

Global Business Group S.R.L. 8/8/2007

Stephen Lowell Seamans 7/27/2007

Gheevarghese Pappen 6/28/2007

Faheem Mousa Salam 6/28/2007

QAH Mechanical and Electrical Works 6/27/2007

Abdullah Hady Qussay 6/27/2007

Al Riyadh Laboratories and Electricity Co. 1/26/2007

Thomas Nelson Barnes 1/24/2007

Danube Engineering and General
Contracting 12/28/2006

Alwan Faiq 12/28/2006

Christopher Joseph Cahill 11/9/2006

Ahmed Hassan Dayekh 9/26/2006

Diaa Ahmen Abdul Latif Salem 5/14/2009,
6/2/2006

Jasmine International Trading and Service
Company

5/14/2009,
6/2/2006

Custer Battles 3/17/2006

Robert Wiesemann, CW2, USA 3/6/2006

Glenn Allen Powell 2/16/2006

Amro Al Khadra 1/12/2006

Dan Trading and Contracting 1/12/2006

Steven Ludwig 9/29/2005

DXB International 9/29/2005

Name Debarred

Dourat Al-Arab 9/30/2009

Hussein Ali Yehia 9/30/2009

Amina Ali Issa 9/30/2009

Adel Ali Yehia 9/30/2009

Javid Yousef Dalvi 9/25/2009

Mohamed Abdel Latif Zahed 9/10/2009

Gerald Thomas Krage 9/4/2009

Andrew John Castro 9/4/2009

Airafidane, LLC 9/4/2009

Kevin Arthis Davis 8/20/2009

Jacqueline Fankhauser 8/7/2009

Debra M. Harrison, LTC, USAR 8/7/2009

Nazar Abd Alama 7/1/2009

San Juan Company 7/1/2009

Mississippi Company for the
General Contract 7/1/2009

Lee Dynamics International 6/17/2009

Lee Defense Services Corporation 6/17/2009

George H. Lee 6/17/2009

Justin W. Lee 6/17/2009

Oai Lee 6/17/2009

Mark J. Anthony 6/17/2009

Levonda J. Selph 6/17/2009

Starcon Ltd., LLC 6/17/2009

Cedar J. Lanmon, CPT, USA 6/3/2009

D+J Trading Company 5/14/2009

Jesse D. Lane, Jr. 1/30/2009

Jennifer Anjakos 1/30/2009

Carlos Lomeli Chavez 1/30/2009

Derryl Hollier 1/30/2009

Luis A. Lopez 1/30/2009

Mohammed Shabbir Kahn 10/10/2008

Kevin Andre Smoot 9/30/2008

Green Valley Company 9/17/2008,
5/18/2007

Triad United Technologies, LLC 9/17/2008

Dewa Europe 9/17/2008

Dewa Trading Establishment 9/17/2008

Al Ghannom and Nair General Trading
Company 9/17/2008

Dewa Projects (Private), Ltd. 9/17/2008

Continued on next column
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SIGIR HOTLINE

TheSIGIRHotline facilitates the reporting of fraud,

waste, abuse,mismanagement, and reprisal in all

programs associatedwith Iraq reconstruction ef-

forts funded by theU.S. taxpayer. Cases received by

the SIGIRHotline that are not related to programs

and operations fundedwith amounts appropriated

or otherwisemade available for the reconstruction

of Iraq are transferred to the appropriate entity.The

SIGIRHotline receives walk-in, telephone,mail, fax,

and online contacts frompeople in Iraq, theUnited

States, and throughout theworld.

Third Quarter Reporting
As of September 30, 2011, the SIGIRHotline had

initiated 863 cases. Of these cases, 834 have been

closed, and 29 cases remain open. For a summary

of these cases, see Table 5.4.

New Cases
During this reporting period, the SIGIRHotline

received 7 new complaints, bringing the cumula-

tive total to 863Hotline cases.The new complaints

were classified in these categories:

• 4 involved contract fraud.

• 1 involved criminal activity.

• 1 involved personnel issues.

• 1 involved a contract information request.

The SIGIRHotline receivesmost reports of

perceived instances of fraud, waste, abuse, mis-

management, and reprisal through the website and

electronicmail. Of SIGIR’s 7 newHotline com-

plaints, 3 were received through the SIGIRwebsite,

3 were received through electronicmail, and 1 was

received by telephone.

Closed Cases
During this quarter, SIGIR closed 33Hotline cases:

• 18 were closed by the SIGIR Investigations

Directorate.

• 12 were closed by the SIGIRAudits Directorate.

• 2 were referred to another inspector general.

• 1 was dismissed as it was not within SIGIR’s

purview.

Referred Complaints
After a thorough review, SIGIR referred 2 com-

plaints to the Department of Defense Office of

Inspector General.◆

Table 5.4

Summary of SIGIR Hotline Cases,

as of 9/30/2011

Open Cases

Investigations/Review 28

Audits 1

Total Open 29

Closed

Cases

1st Qtr

2011

2nd Qtr

2011

3rd Qtr

2011 Cumulative*

FOIA 0 0 0 4

OSC Review 0 0 0 2

Assists 0 0 0 47

Dismissed 0 1 1 142

Referred 16 8 2 384

Inspections 0 0 0 80

Investigations 12 0 18 146

Audits 0 0 12 29

Total Closed 28 9 33 834

Cumulative* Open & Closed 863

SIGIR HOTLINE

Summary of SIGIR Hotline Performance

Hotline Contacts 4th Qtr 2011 Cumulative*

Email 12 407

SIGIR Website 22 187

Walk-In 0 112

Telephone 5 83

Standard Mail 2 30

Referrals 0 26

Fax 0 18

Total Hotline Contacts 41 863

*Cumulative totals cover the period since the SIGIR Hotline began
operations—from 3/24/2004 to 9/30/2011.
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During this reporting period, the SIGIRwebsite

(www.sigir.mil) recorded these activities:

• More than 122,900 users visited the SIGIRweb-

site—1,336 users per day.

• TheArabic-language section of the site received

3,730 visits.

• Themost frequently downloaded documents

were SIGIR’smost recent Quarterly Reports.

• The SIGIRwebsite fedmore than 36,000 content

subscriptions. Information is updated to the web

feeds, which are automatically downloaded to

subscribers’ computers and can be viewed by

feed-reader programs.

• SIGIR’s customGoogle Site search has returned

more than 10,000 results since inception.The

most popular search terms have been “Anham,”

“Wamar,” “Mosul,” and “Missan Surgical

Hospital.”

For an overview of daily visits to the SIGIRwebsite,

see Figure 5.2.◆

1,257

Average Number of Visitors per Day to SIGIR

Website, by Quarter, 7/1/2010–9/30/2011

Source: DoD, IMCEN, response to SIGIR data call, 10/12/2011.
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LEGISLATIVE UPDATE

This quarter, the Congress continued to act on, but

did not complete, FY 2012 appropriations legisla-

tion for the Department of Defense (DoD) and for

the Department of State (DoS), foreign operations,

and related programs. It also passed continuing

appropriations acts but took no further action on

defense authorizationmeasures. A bill authoriz-

ing appropriations for certain foreign assistance

and foreign relations programs andmaking other

changes in lawwas reported in theHouse.

TheHouse of Representatives passed the

“Department of Defense Appropriations Act,

2012,” last quarter; it was reported to the full

Senate by the Senate Committee on Appropria-

tions this quarter, but no further action has oc-

curred. Also during this quarter, appropriations

measures for DoS, foreign operations, and related

programs were considered and passed by both

the Senate Committee on Appropriations and the

Subcommittee on State, Foreign Operations, and

Related Programs of the House Committee on

Appropriations. However, no further action in the

full Senate or in the full Committee in the House

has occurred.

At the end of September and the beginning

of October, the Congress passed two different

measures entitled the “Continuing Appropriations

Act, 2012.” Onemeasure (Public Law 112-33) was

in effect for four days, and the other (Public Law

112-36)may be in effect throughNovember 18,

2011 (or sooner if superseded by another statute).

Thosemeasures generally continue funding for

activities into FY 2012 at the rate that had been

available for such activities in FY 2011, with several

exceptions. In particular, pursuant to section 117

of each of Public Laws 112-33 and 112-36, overseas

contingency operations expenses are to be funded

during the period of effectiveness of the continu-

ing appropriations acts at rates no greater than the

rates permitted for such purposes in the House-

passed version of the Department of Defense Ap-

propriations Act, 2012 (H.R. 2219, 112th Congress).

Notably, section 9005 of that House-passed act pro-

vides for funding of the Commander’s Emergency

Response Program only for Afghanistan, despite

a request from the Administration for $25million

for the program in Iraq.The report of the Commit-

tee onAppropriations onH.R. 2219makes it clear

that the intent of the committee was to specifically

deny funding for the program in Iraq.

The Congress took no further action this

quarter on the “National Defense Authorization

Act for Fiscal Year 2012,” which earlier this year

passed the House of Representatives and was

reported to the full Senate by the Senate Com-

mittee on Armed Services.

The House Committee on Foreign Affairs

reported a bill entitled the “Foreign Relations

Authorization Act, Fiscal Year 2012,” which con-

tained a number of provisions related to Iraq and

SIGIR.The bill has not been scheduled for floor

action in the House.◆

LEGISLATIVE UPDATE




