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Eongress of the WUnited Siates
. Fpouse of Bepresentatibes
Saclingtor, BUE. 20313

Octoher 21, 2003

Lt. Gen. Roberi B. Flowers

ATTN: Directoraie of Mililary Preprans
V.S, Army Compa of Enginecrs

44\ G Syxet, NW

Washingtem, DC 20314

Dear Geneml Flowers:

Om October 15, 2003, we wrote 1o Joshua Bolian, Divector of the Office of Management
and Rudgat, to sapnss our conoam shout indications that Hallibuton has been overcharging the
taxpayer for impotting gasoline into [raq. Since then, wo have recelved significant now evidence
of overcharging by Halliburion. 'We s writing Lo wgs you to investigate and take sppropriate
action.

O letter to OMB Dirpetor Bolien was based on o comparison between the prices
Halliburion has charged to Irport gasoline ead fho prices independent experts wid v would be
reasonable. The Clongressional Resotrch Servics informed v that Midsost gasokine costs abom
71 cents per gollon. Other experts told us tensporiation costs shonid be 0o more than 25 conts
per gallon, bringing u rousonables total cost to ound 96 cenls per gallon, Our Wttey ponstad out
that Halliburton has heen charging mn sverage price of sl least $1.59 per gailon o imponi
pasolins (nte fraq, far more thag the expernis said was reasonable.

Halliburton's rogposse wed 1o dispute thet gesollae could bo imparted into baq for as
liule as 56 cenis. According to Dave Lesar, the CEQ of Halliburicn, the pricea Halliburton
charges aro “{alr and competitiva.™

We now hove connrele evidence that Halliburion {8 wrong and thet gesoling can be -
amd indend has been — jroporied into brag for undor $1.00 per gallon, We contaciad Ling's state-
owned oll eompany, the State OG0 Marketing Organizasion (SOMO), to detetmine what prices it
pays tp umpert gaseline imio rag. W leamed that SOMO pays bhetween 90 and 98 ceptx per
£allon 1o import gasoling jnfo Iraq, Almogl exacily what e experns told us would be reasonsbhs,
In comparison, the price Halliburion i charging i at least 65% -— aod as much s 85% — mote
expensive than SOMD"s prices,

We have alsa mnﬂmmd Trom the Caalltion Provisionsl Ambority that SOMO buys ts
gasoline from the same countrioa o¥ Halliburion, transpottt ils pasolise inlo Lreq by uck just
like Halliburton, and delivers its gasollye to the same ceniral depots as Halfiburton,

' Halliburton''s Mizsion, ‘Wall Strest Joumnal (Oct 17, 2003).
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Finally, wo birvo lazpoed thal seme of the funds paid s Halliturion are coming from the
humanitarian Ameds ranaferred from the TN, Ol for Food Progrem. This raises serions
questions about owr relationahip with the Unjtod Nations ard our alliea. Under the tewns of UN,
Security Counctl Resolution 1483, an independent board celled the Tniernational Advisory and
Mouiiaring Board was suppassd to enpure that the U.N. Oil for Food fhnds were apent for the
benefit of the Irg) peoplo. Mot only has this boand wat boen crested, it now sppeam that pan of
the $1 billion trensferred from the UM. Oil for Food Progream has basn squanderad by paying
miflawd prices to Halliburton.

Bagerl mm those concrams, we urge you Lo lake threc specific actions: (1) nveatigare
overcharging by Halliburion (bat already may bave ocmarod; (2) seck reirobwisements for any
inflated amounts paid 1o Halliburton; aod {3) i€ you confinn thet HaiMbarton has bocn
oversharging for gasoline, diequalify Hafliburton from receiving sither of the two new ol
.roconstruction coytmcts thad the Carps is ciase in awrrding,

The roqt ol this Initet axplaine thess constrns ib more detad?,
Evidence of Halllraitun’s Overchargms

! Ay you lmow, o sigaificant compopent of Halliburtan's work under the sola-sourea oil
contract has beon ko impon gasoline and cther patroleurn products, such s LPG apd keroseae,
into Ireq. Aecording Lo dats provided by your staff, as of Sepiember |8, Halliburton had
Teceived wsk orders worth $378,931,21d to Import thess products indo raq.? OF thix amount,
Halliburtes was pajd $304,486,577 ta lmport 191,965,150 gellens of gasoline.? On  per-gallon
basls, Halliburton charged the 1.5, govamment $1_59.

This atsomnt docs not Inolude Heltiburton's “profits,” which are caloulard separaisly.!
Becauss tha Administrobion agreed (o a “cost-plus” contract, e govearnment reimburses

% E-mai] from U.S, Antry Corps of Eaglnesrs \o Minority Staff, Coouwities: op
Government Reform (Sept. 23, 2003),

't Acoording 10 the e-mail, 727,140,72) liters of gasoline had besn deliversd as of
Seplember 18, 2003, At a cowvemion rte of 0.254 gallans per Star or 3.783 liters pes gallon),
the total number of gallons is 191,965,150, Tha com of $304,486,577 was caleulated by
e3suraing u convetwion rie of 1,500 Iregi dinarg per U.8. dollar,

¢ 115, Army Corpe of Enginesrs, Frequently Asked Queitions: Engincer Suppon (o
Cperacion Iragi Fresdom (Oct, 3, 2003) (online at wew,hq.ueace.army. milcepa/irag/fag bhtm)
{"I1 in an Indefinite Delivery/Indafinite Quimtity, cost-plas typs cootract, 'The goverarment
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Hlliburiem for its costs and than provides an widitional award of berween 2% snd 7%.° When
thiy additbonal sward is aken into account, tho cost w the taxpayer increases to betwern 51,62
mdSlTOparp]lzm. Atthough HaDitrton claima ltipruﬁtlmmehmdmlha $1.49 per gallon
prica,® your siaff confirmed for ua last woak that thix by not the vass,’

Numerous axperis told us Halliburton®s prices were “ottrageously high,” (het they were
potentially “a hoge fipoff” to taxpayrys, and thal Halliburtan cobld be guilty of “price gouging. ™
They eatimated a mare reasonable cost of about 96 centa per gallon, According to the
Congressional Eevewrch Sexvics, the average price for “ Arab Chaif” gasolines in the Middle East
was about 71 cants per gallon botween April and Scptembar, not including the enst ta tramsport
the gasoling inw tragq.” Che expert asid that wnder ordinery conditions, it should be posuible o
transport gasolina into Iraq Far costs ranging from 15 10 25 cantspar gallon ' Asother expert
said it might be possible to transpon gasoilne into lsg for es Lo ax 10 cents por gallon.” Even
pagiumitig the mast expensive traniportation sstimate, Halliburton®s tlxl per-gation costs hould
ot uxceod 96 eeais,

‘1, ("rhzmmmiammdtrudmmm mm&kummimnnl)f
savmpml,dwmdm,gmpn-&rmma") '-; ; .

* Preas Release: Hallthurton Ra,fum Mmuu Mads about Fuel Frocurement and
Delivery t Jrog {Oct. 17, 2003) {claimipg the 3159 figirs inchudda the company’s profi).

” Telephoue conversation between Janice Rasgus, U.S, Army Corps of Engineers, and
Minority Staff, Conmiloo on vadrnlnsu.lkcfurm {Oct. 17, 2003).

! Terephont conveanation between Philip K. Verbger, Jr, Pregidant, PK Verlegar LLC,
and Principal, Baitle Group, ﬂﬁl}vﬂnnﬁtyShiICmujuumGummmm Oct. 10,
2003). Other experis, intluding individuals with detailed knowledge of Iraq's oil markeds,
oupressed similar views, although they asked that their jdetitiios not bo revealed. One said:
“Thers 2 0 way on earth Halliburiom showd be baying gas for 80 eents and selling it for 51.70
~ thats highwey robbery."

? Congreasicnal Research Scevics, Avsroge of Recent Gasoling Prices in the Persian Guif
(OoL 14, 2003) (surverying Platis Global Puergy’'s Oilgrarm Price Repori for the sverage ialey
price of “Arab Guif* gagoline between the fall of Baghdad on April 9, 2003, and the last date for
which the Army Carps of Buginesrs provided information, September 18, 2003).

" Telcphone conversatinn petween Gopdan Schremp, Senior Pualy Specistist, California
Energy Commistion, and Minarity Staff, Committes on Governmant Redorm (Ocl. 14, 2003)
(sasuming 400 miles betwesn Kuwalt and Bagbdad),

" Telephone conversation with Philip K. Verlogor, sura sote 8,
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The New loformation Drom SOMO

When Halllturton coptesied this viows of the experts we consulted, we songht
information directly from SOMO, the Lraqi stse-owned ofl company, sboul whal it costs 10
traport gescline foto kg, We Joarood thal S0MO has been impeting gasoline into Ireq from tha
mmmquﬂﬂhbwmmdumswuawnntmemmﬂﬂhbmmm
shrrging.

The mipority saff of the Government Reform Committes contasied Mohammed M. Al-
1ibouri, the Genernl Manager of SOMO, Although Mr. Al-Hbour weuld not comment an
WMtthullihmmmMminpdmu.hn provided oar staff with the pricas SOMO pays to
umport gaeoline, Amnording InM.! AlJibourl, 3GMO pays botween $324 to 3347 per motric lon
of gasoline imported into frag.' ComuwdtodpﬂwspupﬂmthepﬂoepmdhySOMOH
betwern 90 end 98 mwnlhn

According to Mr, AlJibouri, the specifio prics paid by SOMO depends on the somren of
the itnported gasoline and jts dostination inside Iray. The ot expensive gusoBne purchzsed by
BOMO ig ihe gasoline imported from Tarkey and delivered to Baghdad. According to Mr. Al
Tibouri, “gusoline price from Turkey cost USD 347 pef r. tom delivered toBaghd.nd which ig
about USD) 0.98 per gallon,™* The least expensive gasolive is gasoline imparted from Kwalt
and delivered 1o Basrah, which costs just 90 vents per gallon, Guseline imported from Kuwait
and delivered to Baghded cosis §7 cents per geflon.

Ths enwrmous diffarencs between Lhe prices chargod by Hallitnorton and the prices at
which SOMO) can import gasolios i Rot &xplsioed by ditfersaces in gource cousiries, mode of
tranaport, or delivery locationz. In comparing tha Halliburton imperis fo SOMQ imports, the
Coelition Provisional Aulbority (CPA) tonfirmed that '1'b]omm snd SOMO aro bringing in

2 Letter from Mohammed M., AlJibouri, Cenerat Manager, State 0il Muketing
Organgzation, 0 Minorty Staff, Comnittes an Gevernment Reform (Oct, 16, 2003), Becouse

SOMO doea got have cash i maks thess porchnses, they enter into barter ransactions to trade
fuel oil for gagoline,

2 Ancordlog to the Congressional Resetreh Servics, metric tans of gavoling can be
rorverind into gallens by nowltiplying the mumber of metric tons by 8.53 1o get tho rumber of
1.5, barmls and tien muitiplying thig pumber by 42 fo get the pumber of galkons. Meno Gom
Lirwrence Kumime, Congressioual Research Service, to Minority Staff, Commities oa
Government Reform (Ot 16, 2003).

" Letter from Mohammed M, Al Jibouri, ngpra nots 12,
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\ imports from Turkey and Kuwait* The CPA. also confirmed that "KBR and SOMO fi tmpors
mpnwﬂhbdnsduhvudhmemndmumddwibimm”

mshﬂawmtmhmnhndmmtrmmuamsdhhmmhmmmughn
: prises, the CPA also confinoead that "[ﬂuel truck convoye ars required 1o be ezconed by conlifion
‘ military foroes regurdless of ownerahip,'* Sinca the U.E, armad foroes provide security for fus]

canvoys maveling through hreq, thiz £081 1a being boroe Largely by the military, not Halliburton or
SOMO,

Halliturten’s actiopa ave pot simply a matter of past overcharging. The Administration
has requeated an additional 52.1 billion in el peconstruction fusds fior Irag. Tho largeat
vomponsdt of this rupplemental is 4 roquest for $900 milliva Lo import petroleum products, I
| Rallibuten'* snvuﬂmwfwnmﬂmhmlhdm] betwoen 5286 and 5333 million of this
l $900 million cowld be peedlessly wasted.”? |

'l‘IuUuntll.N ouforrmnm

' Wehavaruentlylumldthuslguj.ﬂ:mtpq'hnnotlhaﬂmdsnsadl.opay}hllih.rﬂ.ms
" inflated prices for impartipg gesolire comes from the Devaloproent Fund for Irsg, which s the
; successar fund of the Uniled Natiobs' bumanitarian Ol for Food Program.

‘ The Qil for Food Program was created 1o provide for the bagic neads of Iragis whils UN,
seuctions were io effect against [rag. After the end of the war, UN. Security Couneil Besolution
1453 frmally transfirred control of tha asests in ihe Ol for Food Frogram ¢o the CPA and
Placed those asseis in the Development Pund for Irag. &lMayz&ZﬁﬂB the Development Fund
received 51 billlon in wssets from dw Oil for Food Program. ™t

1% B-nauil from Officé of Scerctury of Delense to Minority Siaff, Cormmities on

Oovernment Reform (Oct. 16, 2003} (attributing responses \o Larry Fungers, Depury for Program
Maoagement, Task Foroe RIO).

14 Id

" The lou-cnd figuro presurnes that Halliburton obtains the gnsoline a} the bighes prics
available 1o SOMD and receives the minimal 2% foo on 10p of its rrimbursed coste, The high
end figum presumes that Hallibunon obains (w garoline at ts lowest prlce available lo SOMO
and receives the maxioum 7% fes,

\ ” " Open Sociely Instituie, Keaping Secrets: Amerted and lrag ‘s Public Fizances (Oct
2003),

|
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m&gmemlwmsmmmmeﬂo?mmmmm
| used io pay Halliberion far benporting fuel into Irsg through Ogiober 16." This raises sigmificant
' iasues about bow the CPA is mdrministering these fumls. Moty fiom the Developtaent Fund was
suppnudtubuuud“matrmqummarmmthuhmwnwimnwdsufthuhq:pmpln
; . and for other purposes benafiting the people of Ing,” pot to surich Halliburton™ Miguxe of
| tbnscﬁmdsﬂmmtoundmmnwusdﬁ)mwcmcumalhﬂatobnlpﬂmdlmql
wmeonstraction and likely will increase mistust of the Administeation among Traqis.

i Security Councl) Reaohution 1433 alse mandated the creation of an Internations)

| Advisory and Monitoring Board (1AMB) 1 ovarsce Development Fund dishursaments, The
Board was to be coraprised of four mmmbers representing e United Nufons, the Inierastional
Monetay Pund, the Werld Bank, and the Arsb Fwnd for Socia and Beonomic Developmeat.?!

: TB!:I&MBwuimdcdu%mywh:elafwgumminxmmmcynfﬂwbm

| and for ensuring that DFT furds ar¢ used properly.™ Fivo months tater, however, Gie CPA has
¥yei w extablish tho [AMB, Without un vporational LAMB, (here 5 0o internathoms) mudior to

. ensure that Developmment Fumd manias arm being spem propedy. Mot aurprisingly, potentiai

| donor countTies are disgatiefed widh the n.-.;-uluns laek of mmpuency and mlemmcml
. - involvement,

C Although it injtally appeared lb.atHallihnm was ponging unIyAmericm taxpayers, it
| oW serms (bt the compaty is overcharging e bunirnitarian Oil for Food Program wd the
Iragi peapla a3 wll, This sigaificant]y coupownds (he fmphications of Halliburtsn's s6Hons.

i Beguesiod Avtions

In li ght of the evidence of Hellivwaton's overchargiog ovtlinnd sbove, we roquest thet the
. Army Corps of Engincors take thron spaci fic actions, meamumthnmcmdnctumm
l investigation with the Dafense Contract Andit Agency, thw Defenss Fimange md Accotmiing
Service, and the Defense Drepartosent Inspecior Generel to detenmine what amounts Hallibwton
wmmrpmlme,whummmitismwwaﬁmmwﬁmmmm
50

i P 1.5, Army Corps of Engloeers, supre ioio 4.

* United Nations Security Council Resolutian 1483 (May 22, 2003}; Coalitian
Fmvisional Agthority Regulation Mumber 2 (funs 15, Z003).

* { Inived Nations Secuxity Coumeil Regolurion 1483 (May 22, 2003),

¥ QOpen Sociaty Institata, suprg oom 18,
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Secopd, il the reanlty of thiv investigation tonfinm overcharging, we request that you seak
rambugsements of refunds for ey nflated amounts paid to Halliburton, inehuding amoums
ovorpaid by both U.S. taxpayers and uve Upited Nations,

Thir), if the results of the investigation confirm overcharging, we request st the Corps
disqualify Hallibarton Srom fokvre oil roconstniction contracts in braq, The Corpa has sought to
address concems sbonk the mannsr m which Halliurton was swarded the no-bid oil
infrastrueture contract by splitting the contract into two emrﬂlﬂvuly bid of] reconguuction

contracts — cne for northcrn Irag wnd oo for southem Lrag.*? to statcments from the
Cuarps, these pew contracts could be awarded latey this menth* Halliburton should ot be
rewerded with elther of the twy new comtracis i overcharging has i fact oceuned.

W5 urge you (o give (s mehar the high priotity that it deserves.

Fanking Mi Mehbear :
Coomittee an Giovemment Refonm Comvmittes on Energy and Coguneres

Y U.S. Army Corps of Engineens, M-S‘o!iuaﬂou (July 9, 2003) {onlins at
htip:/feha.sof nsace aopry.milf),

2003) Muﬁngbﬂtqu:. Henry A Wmunanil.l. Gen. Robert B, Flowers (Juae 11,




