RORY MAYBERRY -- (BEGIN VIDEOTAPE)
My name is Rory Mayberry.

I'm sorry I'm not able to be in person to testify to the committee, but | returned from Iraq on June
14th. | am working asa medical examiner and medical supervisor for a company called Emerging
Services.

| wanted to testify today about my experience working with Halliburton in Iraqg.

| was hired by Halliburton's subsidiary KBR in January of 2004as a food production manager for a
dining hall in Camp Anaconda, Iraq.

| worked under the Halliburton's LOGCAP contract from February 2004until April 2004.

When | was assignedto the dining facility, KBR managersinformed me that there were KBR
practices that were to be followed every day. Thesepractices led to major overcharges.

First, KBR was supposed to feed 600 Turkish and Filipino workers meals according to their
customs.

Although KBR charged the government for this service, it didn't prepare the meals. Instead, these
workers were given leftover food in boxesand garbage bags after the troops ate. Sometimesthere
were no leftovers to give them.

Second,KBR charged the government for meals it never served to the troops until late 2003.

Anaconda was a transition site for Army personnel. Becausethere could be large numbers of expert
personnel passing through every day at KBR, KBR would charge for a surge capacity of 5,000troops
per meal. However, KBR continued to charge for the extra head count even after Anaconda was no
longer the transition sites.

When | questioned these practices, the managerstold us that this is needed and becauseKBR lost
money in prior months when the government suspended some of their dining hall payments to the
company.

The managers said that they were adjusting the numbers to make up for what was suspended in the
payments.

| would prepare food orders eachweek in order to get the food we needed at the camp in the
coming week.

KBR managerswould triple the order every week to bring in as much food aswe needed. They did
this becausethey were charging an extra 5,000troops and weren't actually feeding them. Most of
the food went to waste, though.

Third, KBR paid too much for the food itself.
Initially, a company called Tamimi Catering was KBR's subcontractor for the food. Tamimi paid

local prices for the food products in the towns and the cities around the basein addition to the
orders sentto their main office.



Tamimi's pricing was fair for the conditions of the country.

Then KBR switched to a new supplier, PWC. PWC prices were almost triple from what Tamimi's
were. For example, tomatoes cost $5 a box locally, but PWC prices was $13to $15per box.

The local price of a 15-pound box of baconwas $12compared to PWC's price of $80per box.
PWC charged a lot of transportation becausethey brought food from Philadelphia.

KBR switched from Tamimi to PWC becauseTamimi complained about KBR's poor treatment of its
staff. They were living in tents with sand floors and no beds.

There were other problems that were not related to KBR costs.
Food items were being brought into the basethat were outdated or expired as much asa year.

We were told by KBR food service managersto use theseitems anyway. This food was fed to the
troops -- alot of thesefrozen foods, chicken, beef, fish and ice cream.

The trucks that were hit by convoys, firing and bombings -- we were told to go into the trucks and
remove the food items and use them after removing the bullets and any shrapnel from the bad
food.

We were told to turn and remove the bullets over to the managers for souvenirs.

When | had the military check some of the food shipments, they would turn the food items away,
but there wasn't any marking on the record, so KBR just sentthe food to another basefor use.

The problem with expired food was actually worsened with the switch of PWC becauseit took
longer for the food items to get to the baseasthey were shipped from the U.S.to a warehouse in
Kuwait.

KBR also paid for spoiled food.

When Tamimi dropped off food, there was often no place to put it into the freezers or refrigeration.
Food would stay in the refrigeration and freezing trucks until they ran out of fuel. KBR wouldn't
refuel the trucks, so the food would spoil. This happened quite a bit.

In addition, KBR would cater events for KBR employees like management parties and barbecues.
This happened about three times a week. As a result, there were shortages of certain food items
such asbeef, chicken, pork, salads,dressings and sodasfor the troops.

The food service personnel were given sanitation rules from the military, preventative medicine
information programs and rules to follow by the armed forces.

But KBR managersinformed us that the information was not to be followed and they knew best --
their instructions, so our employees weren't following sanitation rules as set forth.

Also, the Iraq subcontractor drivers and food convoys that arrived on the basewere not fed. They
were given MREs, or meals ready to eat, with pork, which they couldn't eat becauseof religious



reasons.
As aresult, the drivers would raid the trucks for food.

Government auditors would have caught and fixed many of the problems, but KBR managerstold
us not to speak with the auditors.

The managers themselveswould leave the baseor hide from the auditors when they were on the
baseand not answer the radios when they were called for them.

We were told to follow instructions or get off the base.
The threat of being sentto a camp under fire was their way of keeping us quiet.

The employees that talked to the auditors were moved to the other basesthat were under fire -- and
more fire than Anaconda.

If they refused to move, they were fired and sent home.

I, personally, was sentto Fallujah for three weeks. The manager told me | was being sent away
until the auditors were gone, becausel had opened my mouth to the auditors.

When | returned from Fallujah, the convoy was attacked. | was put under danger becausethe KBR
management didn't want me to talk to the U.S. auditors.

When KBR wanted me to go to Tikrit, | headed home on rotation. | wasn't officially fired, and |
didn't formally quit.

| am happy to answer any questions the committee may have for me.

STAFF (?):

Mr. Mayberry, | thank you for your statement.

Representativesof the SenateDemocratic Policy Committee have provided me with several
guestions they would like me to ask you now.

Can | begin to ask you those questions?

MAYBERRY:
Yes.

STAFF:

First question: Are you saying that Halliburton deliberately falsified the number of meals they
prepared and then submitted false claims for reimbursement and that they did this to make up for
past amounts auditors had disallowed?

MAYBERRY:
Yes.

STAFF:
Sowhen they couldn't get reimbursed legitimately, they committed fraud by submitting these
false bills?



MAYBERRY:
Yes.

STAFF:
How many meals were served at the dining hall eachday?

MAYBERRY:
2,500meals per meal times four -- there were four meals -- breakfast, lunch, dinner and a
midnight meal.

STAFF:
Soevery day, Halliburton was charging for 20,000meals it never served?

MAYBERRY:
Correct. They were charging for 20,000meals and they were only serving 10,000meals.

STAFF:
Was it rare for expired food to be served to the troops?

MAYBERRY:

No. It was on an everyday occurrence, sometimes every meal.
STAFF:

You've described routine overcharging and unsanitary practices for Halliburton, aswell as
shortages of food items, becauseof private Halliburton parties. Halliburton managers were not
only aware of these practices, they ordered them. Is that correct?

MAYBERRY:
Correct.

STAFF:
How senior were these managers?

MAYBERRY:
The main manager was a manager of all of Iraq, assigned by KBR.

STAFF:
Sothese practices may have beenordered at other dining halls aswell?

MAYBERRY:
Most likely, yes.

STAFF:
When government auditors arrived, these senior managers deliberately avoided them?

MAYBERRY:
Yes.

STAFF:
And these senior managersordered you and other employees not to discuss your concernswith
the auditors?



MAYBERRY:
Yes. We were informed if we talked; we'd be rotated out to other camps that were under fire.

STAFF:
Is it fair to say that the managers used the threat of transfer to a more dangerous baseto
intimidate employees and keep them quiet?

MAYBERRY:
Yes.

STAFF:
When employees did talk to auditors, what happened?

MAYBERRY:
All the employeesthat did talk to the auditors were switched out to other camps or fired because
they refused to go to the other camps.

STAFF:
Is there anything elsethat you would like us to know?

MAYBERRY:
Not at this time.

STAFF:

Thank you for your testimony, Mr. Mayberry. We'll be concluding the recording at this time.
We have concluded approximately 11:25Pacific Time. Thank you.
(END VIDEOTAPE)

SENATOR DORGAN -- 1

This is a hearing of the Democratic Policy Committee. We have two policy committees in the
United StatesSenate,a Republican and a Democratic Policy Committee, established by law in 1947,
with the anticipation in law that there would be hearings to establish policies and develop the
agenda.

And we have indicated earlier this year that there is a serious problem here in the Congresswith a
lack of oversight hearings. And we have indicated that we would be holding oversight hearings,
but would not hold oversight hearings if, in fact, the committees of jurisdiction would be holding
the oversight hearings themselves.

The committee of jurisdiction, for example, in some areaswhen we deal with the issue of
contracting in Irag would be the Government Affairs Committee. And requests have been made for
oversight hearings before that committee by my colleague Senator Lautenberg and others, but the
hearings have not been forthcoming.

And so,working with our colleagues,we have decided to hold a seriesof oversight hearings.
At a previous hearing and from previous information, the examples of what has beenhappening
admittedly and in part country where itOdifficult to do business, but 10llgive you some examples

of whatOsheentestified to.

A truck driver described instancesin which $85,000new trucks were abandoned or torched if they



got aflat tire or experienced a minor carburetor problem.

That particular truck driver brought that to the attention of the president or the CEO rather the CEO
of the subsidiary for which he worked. He was fired in about two weeks.

Paying $45for a caseof soda.

Staying in five-star hotels in Kuwait for the employees of one contractor. When the Army asked
them to move, they didnOtmove.

$7,500a month for the leasing of SUVs. Let me say it again: the leasing of SUVs, $7,500a month.

The ordering of 25,000pounds of nails that arrived and they were the wrong size, so theyOresitting
on the ground someplacein Irag: 25,000pounds of nails abandoned.

Part of the responsibility of the Congressis to appropriate funding in awide range of areas.And
then another part of the responsibility is to provide oversight to make sure that the way the dollars
are used that we appropriate is in conformance with what our intentions are.

The fact is, dealing with the issue of contracting in Iraq, the question isnOwhether weOregoing
contract or whether we are going to make investments in Iraq. We are. Those investments are
ongoing. The question is, will those investments be made wisely? Are there inventories or
accountability standards that will relate to those investments?

The point is, thereOs lot happening here that ought to be the subject of aggressive oversight
hearings to find out whose minding the store. And thatOghe purpose of these hearings.

WeOrenot interested in embarrassing anybody, but neither are we interested in avoiding oversight
hearings to spare someone embarrassment.

DON NORTH --1

| believe the linchpin of a developing democracy is open and rigorous debate. ItOshest achieved
through accessto arobust and independent media which encouragesthis debate in an impartial and
intelligent way.

Unfortunately, almost two years after the fall of Baghdad and millions of dollars in U.S.taxpayer
funds, establishing this type of independent media has fallen far short of reasonablegoalsin Iraqg.

IOmnot sure why the plans for such an independent Iraq media network went so far off the rails,
becausethe original plan was a good one. It was written here in Washington in January of 2003by a
variety of Pentagon advisers, Iragi expatiates, and journalists like myself. It was to model IMN asa
public broadcast network, similar to PBSor the BBC. It stated, OWhilst democracy requires a free
press, at the sametime it requires one that is accountable to the society and the individuals within

it which it serves.O

With that plan in mind, an international group of media professionals landed in Baghdad just a few
days after the fall. We established IMN radio broadcastsApril 10th and television broadcasts May
13th.

It been anticipated that we might inherit the well-equipped studios of Saddam HusseinOdMinistry
of Information. However, just four days before the fall of Baghdad, most of these facilities were



bombed and what was not bombed was looted.

For me and my original colleaguesthis job was a real challenge and, | must admit, a great
adventure. 10dworked training journalists in other postwar situations like Bosnia, Romania,
Afghanistan, where similar tyrannies had beenoverthrown and journalists found themselves
working in free and open media. But in Iraq we would have to build again from the ashes.

BUNNATINE GREENHOUSE -- 1
My name is Bunnatine H. Greenhouse.

| have agreed to voluntarily appear at this hearing in my personal capacity becausel have
exhausted all internal avenuesto correct contracting abuse| observed while serving this great
nation asthe United StatesArmy Corps of Engineers' senior recruitment executive.

In order to remain true to my oath of office, | must disclose to appropriate members of Congress
serious and ongoing contract abusel cannot address internally.

However, coming forward is not easy.
On June 24th, 2005,1 met with the acting general counsel of the USACE...

DORGAN:
Could you tell us what USACE is?

GREENHOUSE:
The U.S.Army Corps of Engineers.

During the course of this meeting, it was conveyed to me that my voluntary appearancewould not
be in my bestinterest.

| was also specifically advised to clearly state that | do not appear as a representative of the
Department of the Army or the United StatesCorps of Engineers.

| have beeninvolved with government contracting for over 20 years.
On June9th, 1997,1 was sworn in asthe principal assistantresponsible for contracting the park for
the USACE. Backthen, the commander of the corps asked me to do what | could to end what could

be called casualand clubby contracting practices.

To curb these practices, | required commanders to strictly follow the Federal Acquisition
Regulations and beganto institutionalize the contracting practices the corps had to follow.

However, asthe command structure at the corps changed, there was ever increasing pressure to
return to the old ways.

My determination to ensure that the corps strictly adhere to contracting regulations was no longer
viewed asan assetand | beganto experience an increasingly hostile environment.

The hostility peaked asthe USACE was preparing contracts related to the Iraq war.

At this juncture, the interference was primarily focused on contracting activity related to a single



contractor, Halliburton subsidiary, Kellogg Brown & Root, KBR.
The abusel observed called into question the independence of the USACE contracting process.

| can unequivocally state that the abuserelated to contracts awarded to KBR representsthe most
blatant and improper contract abusel have witnessed during the course of my professional career.

ALAN GRAYSON -- 1

My name is Alan Grayson. IOman attorney. | represent whistleblowers in the first caseinvolving
fraud by a government contractor in Iraq to be unsealed by the court. My testimony is basedon
what the whistleblowers have told me and told to the court.

The defendant in our caseis Custer Battles. This company was organized by an individual named
Mike Battles.In 2002,with the invasion of Iraq eminent, Battles set himself up asa security
contractor. He and his colleague, Scott Custer, were featured repeatedly on Fox News and other
forums as so-called security experts.

Following the invasion of Iraq, Custer and Battles sought contracts from the U.S.government.
Battles later told the Wall StreetJournal that the Ofearand disorder in Iraq offered real promiseOto
him.

Up to this point, their security company had garnered lessthan $1 million in total revenue. Indeed,
when one of them traveled to Baghdad, according to my sources,he had to borrow the cabfare. Yet
in the next 13 months, the Bush administration lavished over $100million in contracts on Custer
Battles.

In a matter of weeks, Custer Battles received two government contracts worth around $15million a
piece. One was to provide security inspection for civilian flights at Baghdad International Airport.
Of course, there were no civilian flights at Baghdad International Airport. The Bush administration
paid Custer Battles anyway.

While at the airport, Custer Battles found some abandoned Iraqi Airways forklifts. They painted
these over to hide the Iragi Airways markings and then billed them to the government as materials
under a different contract.

The other contract that Custer Battles quickly received was to provide security and logistical
support for the distribution of new Iraqgi dinars.

Reports indicate that after the contract was awarded one Custer Battles staffer hopped on a Custer
Battles chartered flight to Beirut with over $10million in new Irag dinars inexplicably in his
luggage. Lebanesecustoms officials confiscated the money.

FRANKLIN WILLIS -- 9

Let me give you an example of what would happen, becausewe were responsible at transportation
for 14 state-owned enterprises: bus companies, limousine operators, truck operators. The executive
office, say of Land Transport, a trucking company, when it was time to pay salarieswould, through
avoucher system, get cash.

There was no way to wire money in -- they had no banking system and then a very, very primitive
banking system later in the summer. No way to wire cash,no tracking of transfers of that kind.



Sohe would get a bag of cash-- it might be dollars, it might be dinars -- and travel to Bagouba, say,
where one of our regional Land Transport operations was. The regional president believed that not
all the money in the bag got to him by the time the money got to Bagouba.

Then the regional manager had that bag of cashand that was used for distribution to the truck
drivers. And the truck drivers felt that not all of the money that the regional president had got to
them.

That was the kind of way, if you looked at the payment in the voucher system for the Iraqgis, 14
state-owned enterprises, the ministry itself, 2,400people at Iragi Airways, that was how the process
worked.

And it worked on | think on atrust system that we did have a mindset that this was Iragi money.
The DFl is Iragi money. And we said, OWell,it may not be traced very well, and we got a lot of trust
and we know thereOs lot of abuses,but at leastitOshe Iragis handling their own money and itOs
getting to Iragis in one form or fashion.O

| would distinguish that from the Custer Battles casewhere Iragi money went to Americans.

Rep WAXMAN: Let me ask you about a specific example. Iragi Airways had 2,400employeesin
late 2003,but hadnOtbeen operational for some time. IsnOthat right?

Mr. WILLIS: ThatOs correct.

Rep. WAXMAN: And hasthe airline beenfully operational, how many individuals could
reasonably have been employed

Mr. WILLIS: Three hundred, 400 maximum.
Rep. WAXMAN: Do you know if the 2,400employees were actually real people?

Mr. WILLIS: | presume that some of them are ghost employees, but we paid them -- we paid
everyone in the 14 state-owned enterprises -- | think everyone who had a government job and had
been paid under the Saddam regime continued to be paid by the CPA. There was a high-level
decision, | think, made that at least until January 1 of 2004,salarieswould continue to be paid to
employees whether they worked or not, becausethere was a fear if they were unemployed of riots
and other complications.

BUNNATINE GREENHOUSE -- 3
The independence of the USACE contracting processwas unquestionably compromised with
respectto the issuanceof the restore Iraqi oil contract, known asRIO.

| observed firsthand that essentially every aspectof the RIO contract remained under the control of
the Office of the Secretaryof Defense,OSD. This troubled me and was wrong.

However, once the OSD delegated responsibility for the RIO contract to the Department of the
Army, control over the contracting processby the OSD should have ceased.

However, the OSD remained in control over the contracting process.

In reality, the OSD ultimately controlled the award of the RIO contract to KBR and controlled the



terms of the contract that was to be awarded even over my objection to specific terms that were
ultimately included in the contract.

DON NORTH --3

Our group of about 10 professional journalists and engineers had been hired by SAIC, Science
Applications International, a respected Pentagon contractor. We were led by Michael Furlong (ph)
and Robert Reilly (ph), both experienced in journalism and in establishing postwar broadcasting.

Within two months the two managerswere fired after disputes with SAIC. After six months every
one of the original 10 professionals had been either fired or resigned. The disputes began with
General Jay GarnerO©ORHA and continued with Ambassador Paul BremerO<PA, the Coalition
Provisional Authority.

SEN. DORGAN:

Mr. Willis, for the purposes of understanding, the CPA is the Coalition Provisional Authority,
which was headed by Mr. Bremer, is essentially the umbrella group paid for by U.S.taxpayers,
established prior to the electionsin Irag. They ran things in Iraqg, but it was a U.S. organization. Is
that correct?

MR. NORTH: N
Yes,exactly. | had mentioned originally General Jay GarnerOsrganization was called ORHA. And
then when Ambassador Bremer took over, the name changed to Coalition Provisional Authority.

ALAN GRAYSON -- 6

The Coalition Provisional Authority head was appointed by a general. And when he resigned, he
handed in his resignation to a general. He reported by law to the secretary of defenseand indirectly
to the United Statespresident.

And yet when it comesto fighting fraud in Iraq, the government takes the position Bush
administration takes the position that somehow the Coalition Provisional Authority cannot have
its rules enforced, particularly the rule against fraud, by the U.S. government when in fact the U.S.
government provided the funding -- you seethe dollar bills yourself -- it signed the contracts, it
staffed the contracts and these contracts that Custer Battles did, for all practical purposes, the United
Statesgovernment contracts.

It seemsirresponsible to say that nothing will be done to recover the tens of millions of dollars in
this casealone that the government was defrauded simply becauseof some technicality in the
minds of someoneor other whoOsnever been identified.

FRANKLIN WILLIS -- 1 N
| noticed | was described as a whistleblower for this committee. | think thatOsa little bit inapt. Staff
cameto me rather than me to them.

But in raising questions and asking if | could participate here, | agreedto do that becausel am a
concerned taxpayer. | participated in what I think is a noble venture in Iraq, a noble venture which
unfortunately has beennaive in some respectsand which hasinvolved poor execution in other
respects.

| hope that by focusing on some of the problems that happened during the period of the CPA, we
will learn something for the future and we will draw conclusions from that that will guide us aswe
go forward in that country and in spending the supplemental appropriation.



| know that we can do a better job. There was nothing that ordered that the problems we have had
to happen. And | think there could have been much greater execution. Certainly there can be
greater execution now.

The basisfor my involvement is an absolute faith that this kind of processand shedding light on
problems is the way this country goesabout making its decisions and its execution of policy better
in the future.

| want to simply summarize the six reasonsthat | thought we were far less effective when we
worked for the CPA than we could otherwise have been.

BUNNATINE GREENHOUSE -- 4

As the ramp-up of the Iraqgi war escalated,l was increasingly excluded from contracting activity
related to the war effort. However, given my position, it was simply impossible to completely
exclude me from the process.

When | did gain accessto some of the high-level planning meetings related to the implementation
of the RIO contract, | sensedthat the entire contracting processhad gone haywire.

| immediately questioned whether the corps had the legal authority to function asthe Army's
delegated contracting authority.

The corps had absolutely no competenciesrelated to oil production. Restoration of oil production
was simply outside the scopeof our congressionally-mandated mission.

How then, | asked, could executive agency authority for the RIO contract be delegated to the
USACE?

| openly raised this concern with high-level officials of the Department of Defense,the Department
of the Army, and the U.S.Army Corps of Engineers.

| specifically explained that the scopeof the RIO contract was outside our mission competencies,
such that congressional authority had to be obtained before the corps could properly be delegated
contracting authority over the RIO contract.

Exactly why USACE was selectedremains a mystery to me.

| note that no aspectof the contracting work related to restoring the oil fields following the 1991
Persian Gulf War was undertaken by the USACE, and there was no reasonwhy USACE should take
over the function for the prosecution of the Iraq war.

ALAN GRAYSON -- 2
The currency exchangecontract was atime and materials contract. This meant that Custer Battles
could bill the government dollar for dollar for its non-labor expenses.

Sensinggreat entrepreneurial possibilities in that arrangement, Custer Battles setup some Cayman
Island subsidiaries. The Air Force hasreferred to these subsidiaries asthe Oshamcompanies.O

Custer Battles backdated and forged signatures on invoices from these sham companies. Custer
Battles then directed employeesto sign the fabricated invoices without even looking at them and



then turn those invoices in for payment to the government.

One of our whistleblowers, a Custer Battles subcontractor and former FBI agent, was recruited to
participate in this scheme.He refused twice and said, OYouall are going to prison.O

The secondtime, he was held at gunpoint in Baghdad, stripped of his weapons and security
identification, and then he was released defenselesson the streets of Baghdad. IOmtalking about
Americans holding guns on Americans. He made his way from Baghdad through Fallujah to the
Jordanian border.

It is worth noting that the contracts awarded to Custer Battles were signed by U.S. contracting
officers on behalf of OtheUnited Statesof America.O

FRANKLIN WILLIS -- 2
The first is that there simply were not enough people there. | think there were about 500.1 believe
we needed perhaps up to 5,000.

Those of us who worked there typically worked every day. Typically our first staff meeting was at
7:30in the morning and we continued on to 10 oOcloclkor 11 oOcloclat night. Frankly, IOm61 years
old and in that process| wore out. Other people wore out.

Talking about difficult legal problems involving Iraqgi airways at 11 p.m. with arepresentative
from the legal adviserOffice, for example.

Many of the problems, whether it was waste associatedwith lack of auditing or simply an inability
to track contracts, the reasonfor that was not enough people.

And if you seemy statement about Custer Battles, much of the problems with Custer Battles
involved an inability for us to simply get one person working on the contract. One additional
person would have saved us, | think, $4 million to $8 million on the Custer Battles contract.

But we needed one person to focus on that problem solely. When people camein, they were yanked
this way and that way and, asa consequence the abuseof the Custer Battles caseoccurred. And itOs
representative of the problem that was over there.

BUNNATINE GREENHOUSE -- 5
| further raised a concern over which contract authorized payment for prepositioning work KBR
was doing in anticipation of being awarded the RIO contract.

| was generally familiar with the scopeof the LOGCAP contract, and was under the impression that
the LOGCAP contract was being used to find the initial preposition work being done by KBR
before the Irag war commenced.

| specifically questioned whether using LOGCAP funding was legal, and insisted that a new
contract be prepared.

My concern over this issue ended when | was apparently provided with misinformation that a new
contract was being issued. This is the first time | can recall being overtly misled about something as
fundamental asthe existenceof an underlying contract authorizing work to be done.

DON NORTH --4



Thesedisputes varied. They ranged from day to day from petty censorship of any news items
critical of CPA, an order to ban the traditional reading of the Koran to sign on our broadcasts,and
once even to having the wife of a Kurdish political leader review our newscastsbefore they went
on the air.

While theseearly disputes were settled largely by our news director, Ahmad Al Rikaby (ph) and
myself either ignoring them or compromising. However, it was after an executive from SAIC who
replaced Michael Furlong (ph) arrived in mid-June that matters went seriously downhill.

News director Al Rikaby (ph) and | had previously met eachmorning with CPA officials to discuss
policy and problems. Now we were disinvited from those meetings.

FRANKLIN WILLIS -- 3

The second problem is a lack of quality people. There should have been a delegation to those of us
in the ministries -- and bring them over rapidly to support the needsthat we thought were out
there.

We did not have that ability. When we sought people, there were delays. We simply couldnOtbring
them at all. Or otherwise, somewhere in the process,they got lost.

We didnOthave enough people at our level of 50, but we never even had the 50. We usually
operated at 40to 50 percent. And when | left in December, Ambassador Trent has advised me that
there were only 18 of our 50 people actually in place.

Many of us knew the right people to come. They were willing to come. We couldnOtget them there.

DON NORTH --7

Staff training should have beena priority, but my request for a full-time trainer was denied. |
started training classesmyself eachFriday morning: the only day scheduled for me and my staff to
have off. The classeswere very successfuland resulted in about 35 of our TV and radio journalists
getting the first formal training theyOdever experienced.

For the first two months, the local staff of about 200journalists and technicians were not paid their
salaries. Finally they went on strike. CPA would not negotiate. Striking staffers were told to go
back to work or the U.S.Army would remove them from the studios.

They were also told that their salary levels would be based on SaddamO#/inistry of Information
pay scale.It would pay areporter or a cameraoperator the equivalent of $120U.S. per month:
drivers for the station got $60.

The rationale was that Ambassador Bremer did not want to encourage inflation, although inflation
had already, indeed, taken place with a vengeance.

With pay scaleslike that, | couldnOthire experienced journalists. Or if | did, they soon left to work
for other U.S. government agenciesor astranslators.

ALAN GRAYSON -- 3
Custer has testified that he reported to U.S. military supervisors every single day.

Custer Battles was paid $4 million in brand new U.S.$100bills, fresh from government printing
pressesand still wrapped in plastic, aswell aswith U.S. Treasury checksimprinted with the Statue



of Liberty and wire transfers from U.S. Treasury accounts at the Federal ReserveBank in New York.

On October 18,2003,Custer and Battles attended a meeting with the U.S. military staff responsible
for the currency exchangeprogram. One of them accidentally left the Custer Battles spreadsheeton
the table.

One column of this spreadsheetlisted what Custer Battles had spent for materials on this contract:
$3.5million. Another column listed what Custer Battles had billed to the government for these
materials: almost $10million. This spreadsheetwas documentary evidence of over $6 million in
fraud against the government.

Not long after another whistleblower, this one a Custer Battles employee, complained to Custer
Battles that it was submitting fraudulent invoices to the government.

Custer Battles asked its so-called corporate integrity officer to report. And this is what he found:

Olndicatedin this report are enormous areasof discrepanciesand irregularities that lend
themselvesto elements of criminal fraud. A broader issue of criminal intent has become evident.
The documents are prima facie evidence of the course of conduct consistent with criminal activity
and content.

OTheconcernsand issuesraised by the whistleblower, Mr. Baldwin, in his responseto my e-mail
significantly reinforces my concern that criminal activity transpired here on the money exchange
project.

OThesdeaseswere the cornerstone of identifying a clear and definite pattern of deception and
misrepresentation while the M.X. program was in operation. Further discussions and decisions
concerning the M.X. project should be coordinated through the corporate criminal defense
attorney.O

Despite this, the Bush administration continued to award new contracts and approve new
subcontracts to Custer Battles for almost a year after the spreadsheetfell in its hands, all the way
through to the end of Septemberof 2004.

BUNNATINE GREENHOUSE -- 6
| further raised the concern over the basisused to justify the selection of KBR asthe sole-source
contractor for the RIO contract.

| learned that a specific basisto be used for the selection of the contractor was a requirement that
the contractor have knowledge of the contingency plan KBR prepared for the restoration of Iraqi
oil.

The inclusion of this requirement meant that the RIO contract would have to be awarded to KBR
becauseno other contractor participated in the drafting of the contingency plan and no other
contractor had knowledge of the contingency plan itself after it had been prepared by KBR.

What was particularly troubling about this arrangement was that contractors who normally
selectedto prepare cost estimatesand coursesof action such asthe work KBR did when it prepared
the contingency plan are routinely excluded from being able to participate in the follow-on
contract.



The reasonsfor prohibiting the contractor responsible for preparing the cost estimates and the
course of action from obtaining the follow-on contract is obvious. The fact that it was a no- bid,
sole-source contract meant that the government was placing KBR in the position of being able to
define what the reasonablecostswould be to executethe RIO contract and then charging the
government what it defined as being reasonable.

Given the enormity of the scopeof work contemplated with the RIO contract, the exclusion of the
contractor responsible for pricing out the scope of work to be done under the RIO contract should
have beenan imperative; instead, it formed the basis of awarding the RIO contract to KBR.

FRANKLIN WILLIS -- 4

The third is micromanagement. | donOtwant to pat myself on the back, but | think others and
myself had a fair amount of experiencein our area.But when we got over there, we were unable to
make decisions. The smallest of decisions went forward to the front office where they waited for a
decision which sometimes required additional paperwork.

Our system, as a British friend described to me, was constipated within three months.

Decisions as simple as, OCanwe operate out of the second floor of aterminal of the airport or the
first floor?Ohad to be taken by the front management.

DON NORTH --6
In spite of what | understand was an initial $25million budget, there were serious deficiencies in
our broadcasts,in our equipment on a shoestring and look like it on the air.

| constantly asked for new camera batteries, tripods, editing equipment: very basic broadcast tools.
In four months that | was there, they never came.

A request for a $500satellite dish that could have been purchased locally and would allow us to
downlink the Reutersdaily news feed was denied. | had negotiated with Reutersto supply a daily
news feed free for atrial of four or five months.

Without the satellite dish, we couldnOtbring it in.

A $200request to print my training manual in Arabic for journalists was never acted upon.
BUNNATINE GREENHOUSE -- 7

Ultimately, | was most concerned over the continuing insistence that the RIO contract be awarded
to KBR without competitive bidding for an unreasonable period of time -- two years -- plus the

option to extend the contract an additional three years.

| raised this concern with officials representing the Department of Defense,the Department of the
Army and the Corps of Engineers.

However, when the final justification and approval of the RIO contract was forwarded to me for
signature, after the draft had beenapproved by representatives of the Office of the Secretary of
Defense, the five-year, no-compete clauseremained in place.

| could not sign the document in good faith knowing that this extended period was unreasonable.

However, we were about to prosecute a war, and the only option that remained open to me was to



raise an objection to this requirement.

Therefore, next to my signature, | hand wrote the following comment: "I caution that extending this
sole-sourceeffort beyond a one-year period could convey an invalid perception that there is not
strong intent for a limited competition."

| hand wrote this comment directly on the original document becauseexperience had taught me
that a separate memo outlining my concernscould inexplicably be lost.

| wrote my comment on the original JNA to guarantee that my concern was not
overlooked. Instead, it was just ignored.

FRANKLIN WILLIS -- 5

The fourth reason are the de-Baathification decision was simply too sweeping. That decision took
all Baathists out of government and we lost top people, many of whom, | think, were Baathists
simply becausethey had to be, in the Saddam regime, to have any position of significance.

And | think the sweeping elimination left us with third- and fourth-level Iraqis trying to run an
operation without ever having had that experience,in an environment in which no one had learned
to make decisions anyway, becausemaking decisions in the Saddam regime always required
passing up to a higher level.

The fifth is, | think, the decision to disband the army was a mistake. I, in fact, talked with members
of the army up to the colonel level. Many of them are patriotic Iragis. They were in the army and
they served the master at the time they served them.

| think they would have been perfectly loyal to the new regime. Not all of them, but | think the
sweeping disbanding of them left us with aterrible hole, a vacuum of security, and that problem of
security, even early, even in the summer of 2003,made things inefficient and allowed some of the
problems to occur.

DON NORTH --5

At the time the new executive arrived and we were disinvited from the policy meetings, instead of
covering stories of consequenceto Iraqgis, like the difficulties of establishing security, the electricity
problem, obtaining gasoline, getting jobs, we were inundated with orders to cover CPA press
conferences,photo opportunities, interviews.

This seriously taxed our limited camerasand crews and it resulted in our newscastsappearing to be
alaundry list of CPA activities.

There was no longer any pretext on the part of SAIC management or CPA that we were setting up
an IMN, an Iraq Media Network, to be a public broadcast network run by Iraqis.

News director Al Rikaby (ph) and | were told in no uncertain terms, we were running a public
diplomacy operation for CPA and that was to be our primary task.

ALAN GRAYSON -- 4

Our whistleblowers filed alawsuit under sealunder the Civil FalseClaims Act at the beginning of
2004.We immediately provided a copy to the attorney general. We know that both the FBI and the
Defense Criminal Investigative Service investigated these allegations.



The Air Forcehassaid in aformal finding that there is adequate evidence that Custer Battles has
defrauded the government and that this evidence justifies shutting off the flow of government
contracts to Custer Battles.

We estimate that the governmentOsotal lossesare tens of millions of dollars. Yet for more than a
year, the Bush administration has done nothing to recover these ll-gotten gains from Custer
Battles, much lessbring the wrongdoers to justice.

In fact, in October of 2004,in our FalseClaims Act case,the very purpose of which is to recover this
money on behalf of the U.S. government, the Bush administration declined to participate in the
case.

When we asked why, the assistantU.S. attorney indicated the Bush administration had decided, asa
matter of policy, that cheating the Coalition Provisional Authority is not the same as cheating the
United States.

In an interview with two federal agents, Scott Custer suggesteda different answer, and IOmquoting
this: OBattlesis very active in the Republican Party and speaksto individuals he knows at White
House almost daily.O

It is perhaps understandable why, afew weeks before a close presidential election, the Bush
administration might try to make it seemlike the Coalition Provisional Authority was the
multinational coalition of the willing, rather than simply an appendage of the U.S. military. But
does this justify letting corrupt war profiteers go scot-free?

Our judge invited the Bush administration to state, by this coming Friday, February 18, 2005,0nce
and for all, whether it believesthat fraud against the CPA cannot be punished. To this date, the
Bush administration hasnOeven said whether it will respond.

BUNNATINE GREENHOUSE -- 8

The RIO contract was subjectedto public scrutiny when, on December 11, 2003,the Defense Contract
Audit Agency, DCAA, issued adraft report concluding that KBR overcharged for the purchase of
fuel by $61 million.

However, the fire storm over this issue was significantly dampened a week later when the
commander of USACE, Lieutenant General Flowers, took the unusual step of issuing a waiver
absolving KBR of its need under the RIO contract to provide costand pricing data.

The corps simply assertedthat the price charged for the fuel was fair and reasonable,thereby
relieving KBR of the contract requirement that costand pricing data be provided.

However, the manner in which the waiver request was prepared and finalized demonstrates that
the USACE command knowingly violated the AFARS by intentionally failing to obtain my
approval asthe PARC.

The evidence suggeststhat the reasonswhy | was intentionally kept from seeingthe waiver
requests were politically motivated and driven by the DCAA's conclusion that KBR had
overcharged the government for the fuel by $61 million rather than whether the granting of the
waiver was in the interest of the government.

Significantly, it appearsthat a concerted effort was undertaken to ensure that | was kept in the dark



about the waiver request.

| have every reasonto believe that the USACE know | would objectto granting of the waiver if it
had been presented to me for signature.

Sol was specifically kept in the dark and did not learn of the existenceof the waiver until | read
about it in the press.

Having reviewed the documentation used to justify the waiver, | can unequivocally state that |
would not have approved it, becausethe documentation relied upon to justify the fuel chargesas
fair and reasonablewas grossly insufficient.

ALAN GRAYSON -- 5
The fraud alleged here, perpetrated by a company that the U.S. military hired, was to provide
security servicesin awar zone.

If that company never hasto answer serious allegations, then perhaps the next fraud will provide
the military with bombs that explode before theyOredropped, flak jackets made of cheap polyester,
empty fire extinguishers or parachutes that donOtopen.

The FalseClaims Act was enactedin 1863because,among other things, contractors back then were
selling defective rifles to the Union Army. If Custer Battles can evade this law so simply, it can
happen again.

DON NORTH --8
In spite of all of this, | must admit we did have some encouraging moments. We managed to cover
the first soccermatch in Baghdad with our mobile van.

We actually produced atwo-hour live broadcast of the Baghdad Symphony Orchestra concert.

Within afew months, the news, OBaghdadTonight,Owith a male and female anchor, was being
produced for a half-hour, often with some exceptional, exclusive news stories produced on the
Baghdad street.

But by mid-July, news director Ahmad Al RikabyOgph) authority was so compromised he was
forced to resign. He had fired five troublemakers and Baathists from the staff and the following day
SAIC management hired them back and reprimanded Al Rikaby (ph).

The credibility of radio and television networks is a fragile commodity. When itOdost, itOshard to
regain.

At the outset, we estimated a window of opportunity of perhaps three or four months to establish
reasonably competent, radio and TV under Iragi management. It didnOthappen, and | left after four
months of frustration.

The original plan for IMN, the Iraq Media Network, seemsto have been jettisoned by CPA officials
who were more interested in managing news for both Iragis and Americans.

| believe the United Statescertainly has the responsibility to explain its policies to Iraqis, and
indeed the world, but not at the price of making IMN, the Iraq Media Network, into another Voice
of America.



BUNNATINE GREENHOUSE -- 9

Eventually, a copy of the original JNA for the RIO contract was releasedin responseto our
Freedom of Information Act request, which prompted "Time" magazine to attempt to find out why |
felt it necessaryto document my concern.

"Time" magazine contacted the USACE seeking permission for me to be interviewed. | later learned
that this causedgreat consternation.

According to sworn testimony given on October 15th, 2004,by the deputy commander of the
USACE, Major General Robert Griffin, the Department of the Army was figuring out how it was
going to publicly respond and whether the Army would officially allow me to speakto a"Time"
magazine reporter.

According to Major General Griffin, the problem was that I, "Did not" -- in quotes -- "know the
Army's story," unquote.

Sothe Army had to figure out who was going to respond.

The difficult position the Army found itself in, according to Major General Griffin, and | quote, "was
becauseshe wrote this informal note at the bottom of this document, which actually makes my
case,which is: You shouldn't write on official documents becausethey get taken out of context.
Somebody reads them and there you go."

However, my comment was far from an informal note and it was not being taken out of context.
Rather, my concern had found its way to the light of day.

FRANKLIN WILLIS -- 7

Finally, the sixth reasonis | think we simply didnOtdo our homework before we setup the CPA. |
think there are, for example, people who worked in the recovery period in Germany postbWorld
War 1l and in Japan.TheyOrestill in our midst.

| worked with one, Eric Stein, heOs professor of international law that | studied under at Michigan.
He had lots to say about how you figure out who are bad Fascistsand good Fascistsin 1944.

He had never beenreachedfor his advice. | donOtknow but | suspectothers were not. And | think
simply doing homework ahead of time would have had us had a better CPA.

BUNNATINE GREENHOUSE -- 10
As public pressure mounted, my involvement in past actions related to the RIO contract becamea
thorn in the side of the USACE.

As aresult, stating my concernin writing on the original RIO JNA, and asa result of expressing
other significant concernsover contracting matters related to KBR, | was eventually summoned to a
meeting on October 6th, 2004,at which time | was issued a memorandum notifying me that | was to
be removed from the senior executive service and from my position as PARC.

At that point, | knew that my ability to resolve the issueswithin the USACE had terminated.

| had no other alternative at that juncture but to file a formal request for investigation with the then
acting secretary of the Army and to appropriate members of Congress.



In closing, | would like to thank my attorney, Michael Kohn, and the National Whistleblower
Center for the support and unbelievably hard work they have put forth. Without this effort, | could
not have survived the political firestorm that burns around me.

DON NORTH --9

One of our greatestexports to the world, our Bill of Rights and our First Amendment rights, and
our know-how to establish free and open media, should have beena priority in Iraq asone of the
foundations of a budding democracy.

Theseare ideals were seriously derailed in Irag, and | commend this committee, Senator Dorgan,
for trying to find answers asto why it happened.

ThereOs quotation from SeverPillars of Wisdom a book written by T. E. Lawrence, better known as
Lawrence of Arabia, who had much experiencein advising developing nations in the Middle East:
Oltis better that they do it imperfectly than that you do it perfectly, for it is their war and their
country and your time here is limited.O | gave that quote both to General Garner and Ambassador
Bremer. There is no evidence either of them kept it in mind.



