CERP Policy, Funding, and Oversight

Funding,
FY 2004–FY 2010
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CERP Award Authority Thresholds and Corresponding Number of FY 2010 Projects
$ Thousands

Corresponding Number of FY 2010 Projects, by Project Cost Range
Condolence,
Battle Damage,
0
500
1,000
1,500
2,000
2,500
3,000
and Iraqi Hero $ Range
Reconstruction
Payments
Projects
Microgrants

3,500

4,000

∞

SECDEF
(>$1,000)
USF-I DCG-O
(≥$500–$1,000)

3
1,000
22
500

As of September 30, 2010, just 25 (0.3%) of
the 8,051 reported FY 2010 CERP projects
cost more than $500,000, but they
comprised nearly 15% of all FY 2010
CERP obligations.
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250
313
USF-I DCG-O
(>$10/incident;
>$50/event)

100
48
90
60
80

USF-I DCG-O
(>$10)

50
70
42
60
81
General Officer
(<$50/event)

50
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40
106
30

As of September 30, 2010, 76% of all FY 2010
microgrants fell just under the $2,500 limit for
a “typical” project or just under the $5,000 limit
to what a brigade commander can approve.
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According to DoD:
Reconstruction Projects are sustainable projects that typically cost less than $500,000, but that do not meet the criteria of the other two types of projects. Projects that cost more
than $500,000 are expected to be relatively few in number; however, “essential” projects that cost more than $500,000 may be approved by the USF-Deputy Commanding General
for Operations (DCG-O) “on an exception basis” or by the Secretary of Defense if in excess of $1.0 million.
Microgrants provide financial assistance to “disadvantaged entrepreneurs,” which USF-I defines as experienced business owners who lack access to sufficient business credit at
commercially reasonable terms. In-kind distributions are preferred, as they help to ensure that grants will not be lost to corruption or diverted to insurgents.
Condolence, Battle Damage, and Iraqi Hero Payments express sympathy or provide urgently needed humanitarian relief; reimburse Iraqis for incidents of property damage
caused by U.S. or Iraqi forces; or provide assistance to the surviving spouse or next of kin of ISF personnel or GOI civilians who are killed as a result of incidents caused by U.S. forces.
These payments are generally restricted to $2,500, but may be more in extraordinary cases.

Documentation Requirements

Coordination Requirements

Payment Controls

· The Letter of Justification (LOJ) describes the
purpose, scope, expected benefits, requirements,
and time line of the proposed project.
· The Memorandum of Agreement (MOA) is an
agreement between the PPO and the vendor
stipulating costs and deliverables.
· The Purchase Request and Commitment
(PR&C) establishes funding; it is submitted by the
PPO to the Comptroller.
· Any project of $50,000 or more requires a Letter of
Sustainment signed by a GOI official.

Coordination occurs primarily in the field, especially
at the district and provincial levels:
· Coordination with local Iraqi government agencies
is meant to ensure project acceptance, follow-on
maintenance, and sustainment.
· Coordination with PRTs/PRDCs, USAID, civil affairs,
and engineers is intended to determine project
needs and ensure that the CERP is managed in
ways that complement civilian efforts; all projects
over $50,000 must be coordinated with a PRT.

To strengthen internal controls, the Commander
appoints separate individuals to administer various
CERP-related tasks:
· The Project Purchasing Officer (PPO) has
delegated contracting authority from a
contracting officer, and can procure goods and
services in support of CERP operations less than
$500,000.
· The Paying Agent (PA) makes payments to
vendors/contractors for goods received or services
rendered at the approval of the PPO.

Origin and Funding of the CERP
The CERP was established to enable commanders to respond
to urgent humanitarian relief or urgent reconstruction requirements within their area of responsibility by carrying out programs that will immediately assist the indigenous population.
• An urgent requirement is defined as any chronic or acute
inadequacy of an essential good or service that, in the judgment of the local commander, calls for immediate action.
• According to USF-I, characteristics of successful projects
include: quick execution, employment of Iraqis, widespread
public benefit, and high visibility.
Ambassador L. Paul Bremer III, head of the Coalition
Provisional Authority (CPA), authorized the CERP program
on June 16, 2003. The CERP was originally supported by $136
million in Iraqi funds, including seized and vested funds from
the Saddam Hussein regime, as well as oil export revenues received through the Development Fund for Iraq (DFI) during
the occupation. The first U.S. appropriation, P.L. 108-106, was
signed into law on November 6, 2003. In total, the Congress
has provided funding to the CERP 11 times since the program’s inception. In addition, since the return of sovereignty
to Iraq, a small amount of funds have been supplied by the
Government of Iraq (GOI) to support an Iraqi equivalent
known as the I-CERP ($270 million).

CERP Appropriations and Allocations
$ Millions

Allocations
FY

Appropriation

Total

Iraq
140

Afghanistan
40
136

2004

180

180

2005

854

854

718

2006

923

923

708

215

2007

956

959

750

209

2008

1,727

1,484

996

488

2009

1,500

890

339

551

2010

1,200

1,240

240

1,000

Total

7,340

6,530

3,891

2,639

In most cases, U.S. funding has been provided through
annual or supplemental DoD appropriations. FY 2011 CERP
budget authority was provided under a continuing appropriation, and the Congress has not yet completed its consideration
of the Administration’s request for $200 million in CERP
funding for Iraq for FY 2011. Currently, the CERP is authorized by the National Defense Authorization Act (NDAA) for
FY 2011 (P.L. 111-383), which President Obama signed into
law on January 7, 2011. The law authorizes up to $100 million
in appropriations to the CERP in Iraq for FY 2011.

Regulation of the CERP
CERP regulations are found primarily in two places:
• the DoD Financial Management Regulation (FMR), which is maintained by OUSD(C)
• the Money as a Weapon System (MAAWS) manual, originally produced by MNF-I and now updated by USF-I
FMR/MAAWS Overview:

FMR-defined Project Categories:

CERP May Not Fund:

• The CERP is intended for projects
that can be sustained by the local
population or government and cost
less than $500,000.
• Commanders are required to verify
that other reconstruction resources
(Iraqi or international) are not
reasonably available before using
the CERP.
• CERP procedures for evaluating
proposed projects should consider
the immediate benefit to the local
population, the sustainability of the
project, and the relationship to other
similar efforts carried out by Iraqi or
U.S. agencies.
• Commanders must ensure proper
program management, which
includes establishing performance
objectives and monitoring progress.
• Commanders must ensure project
expenditures are commensurate
with accomplishments and that
projects are closed out properly upon
completion, including transfer to an
appropriate authority prepared to
sustain the project.

•
•
•
•
•
•
•
•

• direct or indirect benefits to the United
States or supporting military personnel
• goods, services, or funds to security
forces (except for contract guards, such
as the Sons of Iraq)
• weapons buy-back programs or other
purchases of firearms or ammunition
(except as authorized by law and
separate guidance)
• entertainment (except light
refreshment costs at project-opening
ceremonies)
• reward programs
• removal of unexploded ordnance
• services available through municipal
governments
• salaries, bonuses, or pensions for ISF
or civilian government personnel
• training, equipping, or operating costs
of the ISF
• psychological or information
operations
• support to individuals or private
businesses (except for condolence,
former detainee, hero, or battle
damage payments, as well as
microgrants)

•
•
•
•
•
•
•
•
•
•
•
•

Water & Sanitation
Food Production and Distribution
Agriculture/Irrigation
Electricity
Health Care
Education
Telecommunications
Economic, Financial, and
Management Improvements
Transportation
Rule of Law and Governance
Civic Cleanup Activities
Civic Support Vehicles
Repair of Civic and Cultural
Facilities
Battle Damage Repair
Condolence Payments
Hero Payments
Former Detainee Payments
Protective Measures
Other Urgent Humanitarian or
Reconstruction Projects
Temporary Contract Guards for
Critical Infrastructure

SIGIR Oversight Reports
SIGIR Inspections: PA-09-171, PA-09-170, PA-08-142, PA-08-119,
PA-07-112, PA-07-110, PA-07-108, PA-07-107, PA-07-106

SIGIR Audits: 10-113, 10-003, 09-026, 08-006, 07-006, 05-025,
05-014; SIGIR Inspections: PA-09-171, PA-09-170, PA-09-168,
PA-08-140, PA-08-121, PA-08-120, PA-07-118 and 118.1,
PA-07-112, PA-07-111

SIGIR Audits: 10-013, 09-026, 09-025, 08-020, 08-006, 07-015,
05-025; SIGIR Inspections: PA-08-146, PA-08-142, PA-08-141,
PA-08-140, PA-08-121, PA-08-120, PA-08-118 and 118.1, PA-07-111,
PA-07-110

PA-08-119 concluded that effective oversight led to
a successful renovation of the Kurdistan Ministry of
Interior Complex in Erbil.

PA-09-168 found that a renovation project had
improved the Iraqi Tomb of the Unknown Soldier, but
there were several indications of weak project controls.

SIGIR Audit 09-025 determined that the Muhalla 312
Electrical Distribution Project was coordinated with the
GOI but not with other U.S. reconstruction agencies.

“When oversight is effective, CERP projects meet
their contract objectives.”

“Internal controls initially were ineffective, or
outright missing, but recently have improved
with some weaknesses persisting.”

“Poor planning and coordination with other U.S.
reconstruction agencies, Coalition partners, and
the GOI contributes to waste.”

SIGIR Audits: 10-021, 08-006; SIGIR Inspection: PA-09-168

SIGIR Audits: 10-013, 09-026; SIGIR Inspections: PA-08-142,
PA-08-141, PA-08-140, PA-08-120, PA-07-111, PA-07-110, PA-07-109

SIGIR Audits: 10-013, 09-026, 08-017, 08-006

Boxes of CERP ﬁles sent directly from the ﬁeld.

PA-07-111 determined that adequate sustainment of
the Mansour Pump Station had not been provided.
The facility was designed to prevent raw sewage from
ﬂowing through the streets of al-Amerea, in Baghdad.

SIGIR Audit 09-026 found weaknesses in plans to transfer
the Baghdad International Airport Hotel to the GOI.

“SIGIR is concerned about the lack of progress
in preserving CERP records.”

“Sustainment of CERP projects has long been
a concern.”

“The lack of standardized procedures for
transfer of projects to the GOI has placed some
CERP projects at risk for waste.”

SIGIR Investigations
The prevalence of cash-based transactions creates potential
opportunities for embezzlement, and investigators have uncovered criminal irregularities in the award and administration of
CERP contracts. SIGIR has several ongoing investigations related to the CERP, and four cases have already been adjudicated:
• Two Korean military officers and a Korean military enlisted
man pled guilty in a Korean military court to conspiracy to
extort money and gifts from Iraqi contractors and other
irregularities involving CERP contracts awarded in Erbil.
The U.S. government lost $2.9 million as a result of the
extortion and bribery scheme.
• A U.S. Marine Corps major pled guilty to two felony
counts of structuring financial transactions. He made
91 cash deposits, totaling more than $440,000, after

returning from deployment as a project purchasing officer
(PPO) in Anbar. PPOs are responsible for identifying,
selecting, and awarding reconstruction projects, as well as
verifying project completion.
• A U.S. Army captain was sentenced to 15 months in federal
prison after pleading guilty to accepting a gratuity. He had
conspired with a contracting company to receive cash bribes
for awarding inflated contracts with CERP funds in Najaf.
• A U.S. Army captain was sentenced to 30 months in prison
after pleading guilty to theft of government property. He
embezzled $690,000 of the CERP while serving as a PPO. The
funds had been intended as payment for security contracts
with the Sons of Iraq program and for humanitarian relief
and reconstruction programs.

General Observations
• Based on currently available data and analysis, SIGIR cannot determine whether CERP expenditures have achieved their
intended outcomes.
• Isolating the effects of the CERP in relation to other programs and external factors is difficult.
• The few studies attempting to measure the effectiveness of CERP-funded projects have produced a wide range of results.

