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DECONSTRUCTING RECONSTRUCTION:
PROBLEMS, CHALLENGES, AND THE WAY
FORWARD IN IRAQ AND AFGHANISTAN

THURSDAY, MARCH 22, 2007

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY AND
GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 10 a.m., in room SD-
342, Dirksen Senate Office Building, Hon. Joseph I. Lieberman,
Chairman of the Committee, presiding.

Present: Senators Lieberman, Levin, McCaskill, Collins, Cole-
man, Coburn, and Warner.

OPENING STATEMENT OF CHAIRMAN LIEBERMAN

Chairman LIEBERMAN. The hearing will come to order. Good
morning, and thanks to all of you for being here, particularly
thanks to our witnesses. I appreciate your presence very much.

In today’s hearing we are going to focus on a challenge that is
critical to our success in Iraq and Afghanistan, but beyond that, in
the larger war on terror and in other conflicts and post-conflicts,
in terms of securing the future and rebuilding countries that we
are involved in so they can fully and finally break from the legacies
that they have had—in the case of Iraq and Afghanistan, obviously,
the dark legacies of Saddam Hussein and the Taliban.

If we want these nations to become free and prosperous societies
that will be our allies in the war on terror rather than falling back
into dictatorships that offer a haven and headquarters for those
who would attack us, we must help them build the infrastructure
upon which prosperity and freedom depend: Schools, roads, power
projects, water and sewer systems, health care facilities, and com-
munications systems. And, of course, we also need to help them
strengthen democratic foundations that are necessary for long-term
prosperity, freedom, and stability.

Here in this country, the American people may be divided over
the handling of the war in Iraq, but I do not think we are divided
in our hope that the Iraqi and Afghani people will soon enter the
community of peaceful, stable, and democratic nations. And that is
the focus of the hearing today.

Widely reported instances of waste and fraud in our reconstruc-
tion efforts have left many Americans wondering whether we are
able to deliver this needed assistance effectively. They rightly ask
what we have gotten out of the $38 billion spent in Iraq on recon-
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struction and the $4.3 billion spent in Afghanistan. They wonder
whether contractors have been held accountable when they over-
charge or defraud our government, and in some sense, I think at
the extreme, they ask whether the nations that we are trying to
help are spending the money that we are investing in them effec-
tively and ethically.

Today’s hearing is quite creatively titled—I do not take any cred-
it for it; it is from a staff member—“Deconstructing Reconstruc-
tion,” subtitled “Problems, Challenges, and the Way Forward in
Iraq and Afghanistan.” And we are going to look today at what is
working so we can build on our successes and what is wrong so we
can fix it.

I want to thank our witnesses: Stuart Bowen, Special Inspector
General for Iraq Reconstruction, now adding a new acronym with
great resonance to our vocabulary—SIGIR; the Hon. David M.
Satterfield, Senior Advisor to the Secretary of State and Coordi-
nator for Iraq; Major General Ronald L. Johnson, Deputy Com-
mander, U.S. Army Corps of Engineers; and Mark Ward, Senior
Deputy Assistant Administrator for the Bureau of Asia and the
Near East for the U.S. Agency for International Development.

We know that reconstruction in Iraq and Afghanistan is taking
place in a very difficult and dangerous context. That is why the
current clear, hold, and build strategy being carried out under Gen-
eral Petraeus is so important, not just to create security but to cre-
ate security for the purpose of enabling the reconstruction and eco-
nomic recovery and the political strengthening of the country.

Each of the witnesses today before us, as well as the men and
women who work for their organizations, have put themselves in
harm’s way to help the United States carry out its mission in Iraq
and Afghanistan, and we thank them truly and deeply for that.

Even with these security challenges, the audits of reconstruction
projects done by the SIGIR show, if I may state it simply, that
where projects were well planned and well supervised, the rate of
success has been high. It is as simple as that, and yet it is a much
more complicated story, as the Special Inspector General himself
knows and will make clear.

The problem is that there were too many projects that were not
well planned and well supervised, and those rightfully agitate the
public and Members of Congress because a lot of money appears to
have been wasted. And it is a waste and a cost that is measured
not just in dollars but in the undermining of the overall U.S. mis-
sion in these critically important countries.

This is infuriating and heartbreaking, both to the American tax-
payers, whose money we have spent and who want us to succeed,
and to the people of Iraq and Afghanistan, the overwhelming ma-
jority of whom desperately also want and need us to succeed.

I have in my prepared statement a number of examples of the
waste, fraud, and abuse that the Special Inspector General has un-
covered, and I am just going to enter them into the record. Unfor-
tunately, it is not a short list. But today I think we are going to
go from the focus on the scandalous, infuriating outrages of waste,
fraud, and abuse to the lessons we learned from both what has
worked and what has not worked. And this is an important turning
point as we consider the fundamental reforms that we may want
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to make here because we also, as the witnesses will testify, I am
sure, are at something of a turning point in terms of the relation-
ship of our government to the reconstruction of Iraq. In some meas-
ure, as I was discussing with Mr. Bowen yesterday, we are com-
pleting the phase of large-scale American responsibility for the re-
construction of Iraq, and we are transitioning to what looks a lot
more like a foreign aid program as the Iraqis are more capable of
standing up on their own economically.

The lessons that we hope to discuss today that we have learned
from our experience in Iraq will help us help the Iraqis, help us
as we offer assistance, and, most important of all, probably help us
if and—more likely not if, but when we confront similar challenges
and opportunities to rebuild countries that we have, with others,
liberated from tyranny and terrorism.

There are some very interesting ideas that Mr. Bowen has in his
report. I am particularly taken by these ideas because I serve,
along with Senator Collins, on the Armed Services Committee, and
we do a lot of work on trying to implement the Goldwater-Nichols
mission of making our military a joint operation. You can state it
in a simple insight, in a sentence that Congress had at the time
of Goldwater-Nichols: Warfighting will be joint; therefore, we must
organize jointly to fight jointly.

In this case, I think what we have seen with the involvement of
the Department of Defense, the Department of State, and USAID
is that each go their own way sometimes in the economic recon-
struction of Iraq and Afghanistan. We know that these kinds of re-
construction missions, nation building, if you will, will always be
joint and, therefore, we have to explore ways to organize jointly,
which I believe is the charge and the challenge that the Special In-
spector General is giving us in his report and testimony today. And
to paraphrase, we do not shrink from the challenge. We welcome
it because it is important to our Nation’s future, to the cause of
freedom, and also to the exercise of our responsibility on this Com-
mittee as an oversight committee.

So I thank you all for being here. I look forward to your testi-
mony.

[The prepared statement of Chairman Lieberman follows:]

PREPARED STATEMENT OF SENATOR LIEBERMAN

Good morning. In today’s hearing we will focus on a challenge that is critical to
our ultimate success in Iraq, Afghanistan and the larger war on terror—helping
those nations rebuild so they can fully and finally break free from tyrannical leg-
acies of Saddam Hussein and the Taliban.

If we want these nations to become free and prosperous societies that will be our
allies in the war on terror, rather than dictatorships that offer headquarters for
those who would plot to attack us, we must help them build the infrastructure upon
which prosperity and freedom depends—schools, roads, power projects, water and
sewer, health care and communications systems—And we must help them strength-
en democratic foundations that are necessary for long-term prosperity.

Americans may be divided over the handling of the war but we are not divided
in our hope that the Iraqi and Afghan people will soon enter the community of
peaceful, stable, democratic nations.

But widely reported instances of waste and fraud in our economic aid have left
many Americans wondering whether we are able to deliver the needed reconstruc-
tion effectively. They rightly ask what we have gotten out of the $38 billion spent
in Iraq on reconstruction, and the $4.3 billion we have spent in Afghanistan. They
wonder whether contractors are held accountable when they overcharge or defraud
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our government. They ask whether independent contractors are spending the money
we give them efficiently and ethically.

With today’s hearing—“Deconstructing Reconstruction: Problems, Challenges, and
the Way Forward in Iraq and Afghanistan” we will look at what’s working, so we
can build on our successes, and what’s gone wrong so we can fix it.

I want to thank our witnesses for joining us today: Stuart W. Bowen, Jr. Special
Inspector General for Iraq Reconstruction—or SIGIR; Honorable David M.
Satterfield, Senior Advisor to the Secretary of State and Coordinator for Iraq; Major
General Ronald L. Johnson, Deputy Commander, U.S. Army Corps of Engineers;
and Mark S. Ward, Senior Deputy Assistant Administrator for the Bureau of Asia
and the Near East for the U.S. Agency for International Development.

We know that reconstruction in both of these countries is taking place in ex-
tremely difficult and dangerous circumstances that is why clear, hold and build
strategy by General Petraeus is so important. Each of the witnesses today, and the
men and women who work for their organizations, have put themselves in harm’s
way to help the United States carry out its mission in Iraq and Afghanistan.

But even with these challenges, audits of reconstruction projects show that where
projects were well-planned and well-supervised, the rate of success has been high.

Where we’ve seen failure is when the U.S. Government failed to plan projects
carefully and then failed to keep a close watch over contractors and now we’ve seen
billions of dollars wasted—a cost measured not just in dollars but in the under-
mining of the overall U.S. mission in these war-torn countries.

This is infuriating and heartbreaking both to the American taxpayers whose
money we have spent want us to succeed and the people of Iraq and to Afghanistan
who desperately need us to succeed.

Some examples:

e In 2004, the U.S. government rushed into 12 large contracts worth billions
of dollars to rebuild critical sectors of the Iraqi economy, like electricity, pub-
lic works, water resources, transportation. The contractors were told to head
to Iraq immediately. But when they got there, the government waited months
to give the contractors specific projects, although their clocks were ticking
away and the bills were piling up. For example, Halliburton’s subsidiary,
KBR, arrived in Iraq in February 2004 to work on oil infrastructure projects
and then sat around for the next nine months with little to do because no
one had mapped out what projects KBR was supposed to do. During that
time, the government paid KBR $52.7 million for salaries, housing, food and
other administrative costs.

e $43.8 million was spent on a residential camp for a police training academy

in Baghdad that has stood empty for months. This spending included $4.2

million on work that was never authorized by the U.S. government, including
an Olympic-sized swimming pool. As of the SIGIR’s last report on this project

January, this facility was still sitting empty.

The SIGIR has found that the Department of State, under its contract with

DynCorps for the training of Iraqi security forces, spent $36.4 million for

weapons and equipment that cannot be fully accounted for.

e KBR burned through more than $75 million in a matter of weeks on the cru-

cial Al Fatah oil pipeline crossing under the Tigris River and accomplished

nothing because the company ignored warnings that their engineering plan
was fatally flawed and doomed to failure.

Efforts to build Primary Healthcare Centers in Iraq have been beset by per-

formance troubles. Last year, only 6 of 142 planned Primary Healthcare Cen-

ters had been completed in Iraq. The U.S. terminated the contract for the
healthcare centers with the primary contractor, Parsons, and re-awarded the
work to Iraqi firms. But only two more have been completed since that time.

e In Afghanistan in 2004, USAID canceled most of its contract with the Louis

Berger Group for reconstruction of school and health facilities because the

completion rate for the projects began to lag far behind schedule.

Yet USAID has just entered into a $1.4 billion contract—given to a joint en-

terprise led by Louis Berger—to undertake the full range of infrastructure

projects, from roads to energy projects in Afghanistan. This seems astounding

on its face and today we must ask USAID whether we have any assurance

ghzl:\t this mega contract will not suffer from the same cost overruns and
elays.

I could go on. There are many other examples—the cost overruns at the Basrah
Children’s Hospital, which are already $100 million over the original $50 million
price tag—and still climbing—and the $73 million Baghdad Police Academy with
such poor plumbing sewage is leaking through the ceilings.
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These things cannot be allowed to continue and we look forward to hearing from
Mr. Bowen and our other witnesses about what fundamental reforms we can make,
not just to improve contractor performance in Iraq and Afghanistan, but across the
whole range of these kinds of contracts.

The war against terror will not be won by military might alone. We must show
the world that we are serious in our efforts to keep liberating nations like Iraq and
Afghanistan from slipping into chaos by helping them build a strong democratic
%oundation and a modern infrastructure that promotes the dreams of a prosperous
uture.

I agree with the SIGIR that the State and Defense Departments and USAID must
work together much more effectively on post-conflict reconstruction and I will exam-
ine possible legislative fixes to achieve that goal.

I look forward to today’s testimony so that we may find a better way forward.

I note that this is our Committee’s second hearing on reconstruction, and today
we will build on the hearing that Senator Collins chaired in August last year, at
which Mr. Bowen presented his lessons learned findings on contracting.

And with that, I turn to Senator Collins for her opening statement.

Senator LIEBERMAN. I would yield now to the Ranking Member,
Senator Collins.

OPENING STATEMENT OF SENATOR COLLINS

Senator COLLINS. Thank you very much, Mr. Chairman. I very
much appreciate your convening this important hearing.

Reconstruction efforts, whether in war zones abroad or disaster
areas at home, require careful planning, effective oversight, and
wise stewardship of the taxpayers’ investment. Regrettably, our re-
construction operations in Iraq have been plagued by a lack of co-
ordination, poor management of many projects, and an overreliance
on costly noncompetitive contracts.

Today, we have the opportunity to learn from these serious mis-
takes as the Special Inspector General for Iraq Reconstruction re-
leases his third and final Lessons Learned report. It includes nine
thought-provoking recommendations. The most significant, as the
Chairman has mentioned, calls for a new Goldwater-Nichols type
of approach to coordinate efforts among the Departments of De-
fense and State, the U.S. Agency for International Development, as
well as other agencies and departments involved in future recon-
struction efforts. Other recommendations call for more funding of
reconstruction and stabilization planning, clarification of who ex-
actly is in charge, more involvement of local people in reconstruc-
tion, and improved management of non-U.S. funds. These are
sound recommendations, and I look forward to hearing more about
them today.

Reflecting its disarray and uncertainty, the Federal Government
has adopted four different strategies and structures to deal with re-
construction in Iraq. Each approach has experienced difficulties in
making the progress necessary to improve the lives of the Iraqi
1[’)leople and to pave the way for the time when our troops can come

ome.

The heart of the American reconstruction effort in Iraq and Af-
ghanistan is an enormous network of contracts. The Department of
Defense has a large role in managing the more than $30 billion ap-
propriated for reconstruction, and the Army alone has an estimated
60,000 contractor employees supporting its operations.

The Special Inspector General has uncovered many disturbing
cases of egregious waste and mismanagement, and in some in-
stances, outright fraud, in Iraq reconstruction contracts and
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projects. His work strongly suggests that Congress should revamp
the way the Federal Government conducts significant relief and re-
construction efforts, whether it is in Iraq, Afghanistan, or even in
the Gulf Coast of the United States.

It was the Special Inspector General’s investigations as well as
the findings from this Committee’s Hurricane Katrina hearings
that led me to introduce the Accountability in Government Con-
tracting Act, with the welcome support of our Chairman and Sen-
ators Carper, Coleman, and McCaskill. This bill aims to improve
our stewardship of taxpayers’ money while increasing the fairness
and transparency of Federal dealings with suppliers of goods and
services.

The fact is, obstacles exist to fair, effective, and open competi-
tion, as well as effective oversight, including inadequate docu-
mentation requirements, the overuse of letter contracts that fail to
include all the critical terms, excessive tiering of subcontractors,
and insufficient public data on Federal contracts.

An example is a task order for an oil project that cost some $84
million. When the Defense Contract Audit Agency looked into the
charge, it discovered that the work had been completed for more
than a year before DOD negotiated the final terms of the contract.
Unfortunately, the record of Federal contracting in Iraq is replete
with this kind of lax oversight.

The Special Inspector General last July identified 194 individual
task orders valued at $3.4 billion that were classified as
“undefinitized contract actions;” in other words, they were missing
key terms of the contract, such as defining the scope, the schedule,
or even the price. The provisions of our contracting reform legisla-
tion would help to avoid such outrageous contracting abuses.

Mr. Chairman, our witnesses today can offer us invaluable obser-
vations and guidance in our work to improve our reconstruction ef-
forts overseas with corollary benefits to Federal reconstruction ef-
forts at home, particularly on the Gulf Coast. I am very eager to
hear their comments, and again, thank you for scheduling this im-
portant hearing.

Chairman LIEBERMAN. Thanks, Senator Collins.

We are now ready to go to the witnesses. Again, I thank you for
being here. We really look forward to your testimony. This is im-
portant business.

Stuart Bowen, Special Inspector General for Iraq Reconstruction,
thanks for all you have done. Thanks for being here today, and we
are ready to hear from you.

TESTIMONY OF STUART W. BOWEN, JR.,! SPECIAL INSPECTOR
GENERAL FOR IRAQ RECONSTRUCTION

Mr. BowEN. Thank you, Mr. Chairman.

Chairman Lieberman, Ranking Member Collins, Members of the
Committee, thank you for this opportunity to address you today on
the important issues raised by our latest Lessons Learned report,
which contains an extensive review of program and project man-
agement in Iraq reconstruction. But before I begin, let me briefly
summarize what I learned in my last trip to Irag—I returned last

1The prepared statement of Mr. Bowen appears in the Appendix on page 57.
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week—my 15th trip since I was appointed 3 years ago. And I re-
turned with a sense of cautious optimism about the progress in the
Baghdad Security Plan.

I met with the senior leadership, across-the-board military, and
in the embassy, and in particular had very good visits with General
Petraeus, and what I learned is that the preliminary results of this
latest initiative in the Baghdad Security Plan have been positive.
And so I wanted to begin my discussion by saying that cautious op-
timism is a good sign and something that I had not returned from
Iraq with I guess over the last 20 months.

Chairman LIEBERMAN. I appreciate your beginning with that.
That is good news. And your reaction was qualitatively different
than on the previous visits you had made? And you said you have
made 15 visits to Iraq?

Mr. BOWEN. Yes, sir.

Chairman LIEBERMAN. In the last 20 months?

Mr. BOWEN. In the last 3 years. But it has been about 20 months
since I have returned from Iraq with a sense of cautious optimism.
I have that now.

Chairman LIEBERMAN. That is very encouraging. I do not want
to interrupt you anymore. I will ask you some more questions dur-
ing my time period. Please go on.

Mr. BOWEN. Yes, sir.

SIGIR began the Lessons Learned Initiative 2 years ago. The
purpose of it is to draw from the Iraq experience methods, proc-
esses, instructive lessons that can improve both what is going on
in Iraq and Afghanistan and improve government preparedness for
future post-conflict contingency relief and reconstruction oper-
ations.

The first report was released a year ago, lessons learned on
human capital management, and notably the government has been
responsive to several of the recommendations raised in that report.
Specifically, emphasis has begun on developing a civilian reserve
corps, and that has been an initiative within the State Depart-
ment’s Office of Stability and Reconstruction, S/CRS. And I have
met with Ambassador Herbst. He is focused on that, and the Fed-
eral Government is developing plans to ensure that we can ade-
quately resource with human capital future post-conflict oper-
ations.

The second report was released at a hearing last August in front
of this Committee on contracting, and I am very pleased that a
number of the recommendations raised by that report have been di-
rectly and accurately and effectively addressed in the Account-
ability in Government Contracting Act of 2007, Senator Collins’
bill, and in particular, I think these kinds of reforms are exactly
what will save taxpayer dollars in a post-conflict contingency envi-
ronment and address very directly the problems that have been ex-
perienced in contracting in Iraq. Most notably, I think it is wise to
put a cap on indefinite delivery indefinite quantity (IDIQ) contracts
just to deter their overuse. I think it is important to legislatively
mandate definitization, which means getting control of costs in
cost-plus contracts on time. I think that ensuring that we have
enough contracting officers ready to go and work in a situation like
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this is essential to steward the taxpayers’ dollars. So I really ex-
press my strong support for this act.

Now to our latest report. This is the result of years’ worth of re-
search of all sorts, looking to the documentary evidence, visiting
with all of those who were involved in program and project man-
agement in Iraq, convening a day-long conference a year ago—Gen-
eral Johnson was part of that—that examined the preliminary find-
ings. The analysis at that conference drove the recommendations
thereafter, and it has been vetted throughout the interested agen-
cies, and I think has now been reduced down to what the core les-
sons are and the core recommendations. And, Mr. Chairman, as
you pointed out, the most significant recommendation is the first
one, and it takes account of the need to achieve jointness in post-
conflict contingency relief and reconstruction operations. The Gold-
water-Nichols reference is just an allusion to the success of the
jointness achieved as a result of that 1986 Act, and subsequent
conflict campaigns have reflected the success of that reform meas-
ure that Congress implemented.

Pushing the same sort of jointness in post-conflict operations
could yield the same fruit. It is a challenging proposal, I acknowl-
edge that, because it involves interdepartmental interests, and, of
course, every post-conflict operation is going to be different in many
respects. But, nevertheless, I believe from my experience, from the
experience of those who participated in this, in all of these Lessons
Learned programs, and really from anyone who has spent extensive
time in Iraq, that promoting jointness in planning and structuring
the United States’ capacity to carry out contingency operations is
a worthy endeavor.

Our second recommendation proposes the authorization of the
State Department’s Office of Coordinator for Reconstruction and
Stabilization. This is a good idea put forward by the President in
NSPD 44, but it needs financial strength and legislative authority
to carry out the good work that it has begun. And without that, I
do not think that is going to make the kind of progress that is nec-
essary to continue to reform how the United States approaches
post-conflict situations.

The third recommendation calls for clarity about leadership in
post-conflict operations. Unity of effort, unity of command, those
are buzz words that point to the need for better coordination in op-
erations like this, and the occasional weakness in those two areas
in Iraq has limited some of the progress of reconstruction.

The fourth recommendation asks that the agencies implement
that which they have learned in the course of Iraq reconstruction.
The story of Iraq reconstruction is one of gradual progress. Systems
have been developed along the way that have improved operations,
and they should be captured and institutionalized, like the CERP
program, as we recommended in our contracting report.

Recommendation 5, program managers should integrate local
populations at every level of planning from the outset. That empha-
sis has evolved over time in Iraq, and now a majority of contracting
actions go to Iraqi firms. But it is more than just direct contracting
with Iraqis. It is engaging the interests of the local population as
much as possible in developing the program itself moving forward.
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Recommendation 6, funding should be designated in a more co-
herent fashion; in other words, try to depart from the supple-
mental-based funding streams and move toward a more com-
prehensive funding stream with the end in mind. I realize that con-
tingencies and developments on the ground limit that capacity to
a certain extent, but it is a worthy goal to pursue.

Develop policies and procedures for managing non-U.S. funds.
That is Recommendation 7. It takes account of the problems that
my office has identified with respect to the management of the De-
velopment Fund for Iraq. Those rules, those processes should be
worked out ahead of time.

Recommendation 8, develop planning from the outset for effective
capacity development. We had an audit about that in our latest
quarterly that came out at the end of January, and there continue
to be concerns about the capacity of the Iraqi Ministries to carry
out their core duties and especially execute their capital budget
programs. An effective, coordinated, joint strategy for capacity de-
velopment that is well funded should be an essential element of
any planning for any post-conflict contingency relief and recon-
struction operation.

And, finally, effective independent oversight present as part of
the program from the outset will promote efficiency and deter
fraud, waste, and abuse. And, finally, on that last point, fraud has
not been a significant component of the U.S. experience in Iraq re-
construction. Part of that, I think, has been the robust deterrent
presence of investigators on the ground. The real challenge has
been waste, as you pointed out, Mr. Chairman, and I think that
taking account of the lessons learned, applying them here, reform-
ing how planning is done in the future by promoting jointness will
ameliorate some of the problems and some of the issues that my
office has uncovered in its work over the past 3 years.

So thank you again, Mr. Chairman, for this opportunity to ad-
dress the Committee.

Chairman LIEBERMAN. Thanks, Mr. Bowen. You have done a
great job in your investigations and in the Lessons Learned re-
ports, too, so I look forward to the questioning.

Ambassador Satterfield, thanks very much for being here today.
We look forward to your testimony.

TESTIMONY OF HON. DAVID M. SATTERFIELD,! SENIOR ADVI-
SOR TO THE SECRETARY AND COORDINATOR FOR IRAQ, U.S.
DEPARTMENT OF STATE

Ambassador SATTERFIELD. Mr. Chairman, Senator Collins, Mem-
bers of the Committee, thank you very much for the chance to ap-
pear before you today to discuss the progress we are making in im-
plementing the President’s strategy for Iraq to review what has
been achieved with the foreign assistance Congress has provided
and to highlight the steps that we are taking, based in significant
measure on the excellent work of the Special Inspector General, to
improve the administration of taxpayer monies.

On January 10, the President outlined a new strategy for Iragq.
On January 11, Secretary of State Rice provided further detail on

1The prepared statement of Ambassador Satterfield appears in the Appendix on page 65.
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how specifically we are pursuing jointly—the U.S. agencies, State,
the other civilian agencies of government, and the U.S. military—
our New Way Forward along four critical tracks: Economic, polit-
ical, security, and diplomatic.

As part of the New Way Forward, the focus of our efforts in Iraq
is changing. As Iraqis increasingly take the lead, as they must, in
furthering progress along each of these four tracks, we have shifted
our focus from large infrastructure projects—Reconstruction with a
capital R—to capacity development and technical assistance pro-
grams that increase the capacity of Iraqis to better plan and exe-
cute their capital budget, manage their reconstruction projects, and
improve governance at national and provincial levels.

A major focus of our efforts is the expansion of the Provincial Re-
construction Teams. While we will continue to work closely with
the central government in Baghdad, we are extending and expand-
ing our reach beyond the Green Zone to help local communities and
leaders transition to self-sufficiency, and we are working to im-
prove the relationship, including the financial relationship, be-
tween the center and local governments.

Secretary Rice has appointed Ambassador Tim Carney as our Co-
ordinator for Economic Transition in Iraq. Ambassador Carney al-
ready has forged a relationship with Iraqis that has begun to show
progress. Implementation of a hydrocarbon law, an investment law,
beginning of debt negotiations with Saudi Arabia—these are all
positive signs that Iraqis understand the seriousness and are react-
ing appropriately to advancing economic reform.

Questions have been raised—and we certainly understand the
concern of the American people and the Congress—regarding alle-
gations of fraud, abuse, and waste of Iraq Relief and Reconstruc-
tion Fund monies appropriated by the Congress. Secretary Rice has
emphasized her complete commitment to transparency and ac-
countability. She and we, both in Baghdad and here in Wash-
ington, have coordinated closely with the Special Inspector Gen-
eral. We will continue to do so. We welcome his most recent report.
We look forward to an intense study of the recommendations that
he has provided. We concur that out of the experience of the past
4 years in Iraq, lessons need to be learned, lessons need to be im-
plemented. We are in the process of doing so and have been over
these past years.

Moving forward, the task at hand, accelerating transition to Iraqi
self-reliance while providing critical U.S. oversight, will be a chal-
lenge. But we have begun to see progress along several critical
fronts.

As you know, the President decided to augment our own troop
levels in Baghdad and Anbar Province to support Iraqi troops and
commanders, who are now in the lead, to help clear and secure
neighborhoods and create the conditions necessary to spur local
economic development. The State Department is contributing
robustly to this effort by expanding our own presence and by close-
ly coordinating in a joint fashion, a wholly joint fashion, with our
military counterparts in and outside of Baghdad, as well as with
the Iraqi Government, to capitalize on security improvements by
creating jobs and promoting economic revitalization.
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Critical to this effort is the expansion of our Provincial Recon-
struction Teams. We are doubling the number of PRTs from 10 to
20. We will be adding more than 300 new civilian personnel. The
first phase of PRT expansion is soon to be complete, as the 10 new
interagency PRT core teams will arrive in Iraq by March 31. These
core teams recently completed the first specialized interagency PRT
training course given at the Foreign Service Institute. This is part
of our joint approach to putting a team together that works as a
team, from the moment they are identified in Washington until and
through their arrival and performance in the field. New PRTs are
going to be collocated with Brigade Combat Teams engaged in secu-
rity operations. Over this next month, PRT team leaders will work
jointly with brigade commanders to develop plans for the “build”
phase of clear, secure, and build.

To demonstrate our unity of effort, on February 22, the State De-
partment and the Department of Defense signed a memorandum of
agreement to codify, to make formal this joint civilian-military ef-
fort.

PRTs will target both civilian and military resources, including
foreign assistance and the Commanders’ Emergency Response Pro-
gram, against a common strategic plan to bolster moderate Iraqi
leaders through targeted assistance, promotion of economic growth,
and creation of new jobs. They will work jointly on developing pro-
vincial and local capacity to govern in an effective and a sustain-
able manner. PRTs will continue to play a leading role in coordi-
nating U.S. programs funded by the Congress, including Iraqi Pro-
vincial Reconstruction Development Councils and USAID’s local
governance, community stabilization, and community action pro-
grams. We intend to complete fully our PRT expansion and staffing
by the end of the calendar year. This completion, however, is de-
pendent, Mr. Chairman, both on the level of funding appropriated
in the fiscal year 2007 supplemental as well as circumstances on
the ground in Iraq.

Iraqis, Mr. Chairman, understand they are in the lead, and the
Iraqi Government is committed to doing its part to invest in its
own economic development, including spending $10 billion from the
fiscal year 2007 budget to help create jobs, foster economic growth,
and further national reconciliation. The Government of Iraq has
made progress, as I noted before, on the vital hydrocarbon frame-
work law. The Council of Ministers approved a draft of this law on
February 26. The law will be submitted shortly to the Council of
Representatives when a revenue sharing attachment to that law
has been approved by the cabinet.

The Council of Representatives is also discussing a provincial
powers law and is considering several drafts for significant de-
Ba’athification reform. The Iraqi Constitutional Review Committee
will present its report, including any recommended amendments to
the Constitution, to the Council of Representatives in a few
months’ time. And at a conference co-hosted by U.N. Secretary
General Ban Ki-Moon on March 16, Iraq agreed to implement the
comprehensive economic reform programs laid out in the Inter-
national Compact with Iraq.

The most pressing fiscal challenge preventing Iraq from being
self-sufficient in economic affairs, Mr. Chairman, is Iraq’s lack of



12

capacity to execute its budget. The Iraqis have responded by desig-
nating budget execution as a high priority in 2007, and to this end,
the government of Iraq has formed a budget execution task force
led by Deputy Prime Minister Barham Salih, Finance Minister
Bayan Jabr, and Planning Minister Ali Baban. In coordination with
Ambassador Carney, this task force already has held a conference
for ministries and provinces to introduce new budget regulations
and to dispel concerns about corruption allegations that in part sty-
mied Iraqi spending in 2006. The Iraqi Ministry of Finance has
made early efforts to jump-start spending by allocating 10 percent
of capital budgets released following February’s passage of the
2007 budget. We remain cautiously optimistic that Iraqi resolve
coupled with our support will result in better budget execution in
February 2007. Very frankly, Mr. Chairman, we see this year,
2007, as a critical transition period, a bridge period, to Iraqi self-
sufficiency so that their monies, their capital resources can be
spent instead of U.S. taxpayer monies on the civilian assistance
side.

Iraq will need the help and support of its neighbors, not just the
United States and not just the coalition, to foster a stable, pros-
perous, and peaceful future. On March 10, Iraq hosted a Neighbors
Conference in Baghdad attended by high-level officials from each of
Iraq’s neighbors, plus the P5 of the U.N., the Arab League, and the
Organization of the Islamic Conference. This is an important step
for Iraq’s engagement with its regional and international partners
to discuss political reconciliation, security, and economic engage-
ment, and we support efforts to continue this process.

Finally, while our focus is on the way forward, we are deter-
mined to effectively manage the remaining funds in the Iraq recon-
struction account. Despite challenges, including insurgent attacks,
IRRF projects have made significant contributions and improved
the life of Iraqis. Water, sewerage, electrical supply, despite dif-
ficulties, have been augmented. Iraqis are benefitting, and we ex-
pect to complete most of the remaining IRRF II projects during the
course of 2007 and the beginning of 2008.

I want to emphasize again that the State Department is strongly
committed to oversight of the funds Congress has appropriated to
us for our efforts in Iraq. We have supported 14 audits by the Gov-
ernment Accountability Office, more than 80 audits and reports
issued by the Special Inspector General’s office, and audits done by
the individual agency Inspector Generals. We will continue to work
closely with SIGIR, with the GAO, and with agency Inspector Gen-
erals to maintain the highest standards of oversight and account-
ability in Iragq.

Thank you very much, Mr. Chairman.

Chairman LIEBERMAN. Thanks, Ambassador, and I know you had
to make some adjustments in your schedule to be here, and I ap-
preciate that you did.

General Johnson, I just want to say for those who do not know,
brings to our hearing the benefit of wide-ranging service in the
Army, including his previous assignment as the Commanding Gen-
eral of the Gulf Region Division of the Corps. He also served as a
U.S. Deputy Director of the Coalition Provisional Authority.
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So thank you for being here, and I look forward to your testi-
mony now.

TESTIMONY OF MAJOR GENERAL RONALD L. JOHNSON,! DEP-
UTY COMMANDING GENERAL, U.S. ARMY CORPS OF ENGI-
NEERS

General JOHNSON. Mr. Chairman, Senator Collins, and Members
of the Committee, thank you for the opportunity to be here today.
I am the Deputy Commanding General of the entire U.S. Army
Corps of Engineers and the Deputy Chief of Engineers.

In 2004, I had the privilege of being the first Commanding Gen-
eral of the Corps’ Gulf Region Division in Iraq, and from that expe-
rience I can tell you that the $18.4 billion Iraq reconstruction mis-
sion has been one of the most extensive and challenging construc-
tion programs of all time. It has also been one of the most impor-
tant.

Let me say up front that, as public servants, I and the entire
Corps of Engineers take our responsibilities as stewards of tax-
payer money very seriously. As engineers and construction man-
agers, we also have a professional commitment to doing the job
right. And as soldiers and civilians and members of the Army
team, we also know that success in Iraq and in the global war on
terror depends on our ability to help the Iraqi people build the in-
frastructure of a strong and functional democracy.

Over the past 3 years, the U.S. Army has completed over 2,800
Iraq Relief and Reconstruction Fund (IRRF) funded projects out of
a planned total of 3,450 projects. The U.S. Army Corps of Engi-
neers has had approximately 4,000 personnel deployments in sup-
port of the reconstruction effort. Consisting of both military per-
sonnel and civilian volunteers, these individuals have admirably
served in an often hostile and dangerous environment. The accom-
plishments of these dedicated professionals did not come without a
price. To date, we have had 14 casualties, with 12 personnel having
been seriously injured and 2 personnel having given the ultimate
sacrifice while supporting this reconstruction effort.

The U.S. Army is proud of our accomplishments in Iraq. We have
completed 13 refurbished hospitals that can serve 5,500 patients a
day. We have restored water treatment facilities, benefiting over
2.3 million Iraqis. We have completed over 250 border forts, help-
ing to secure more than 2,000 miles of Iraqi borders. We have com-
pleted over 800 new or renovated schools, serving 325,000 Iraqi
children. We have increased electric power generation, benefiting
1.3 million homes. And we have increased crude oil production by
300,000 barrels a day over pre-war levels.

I understand that despite these accomplishments, the successful
projects are not usually the ones that receive the attention. Often
most of the attention goes to projects experiencing problems. I will
be the first to say that we have had our problems. However, where
problems have been identified, the Corps of Engineers on its own,
and also with the assistance of the Special Inspector General for
Iraq Reconstruction (SIGIR), have taken a look at the way we do

1The prepared statement of General Johnson with attachments appears in the Appendix on
page 71.



14

business. We have identified where improvements can be made and
have incorporated lessons learned.

Due to our experience in the reconstruction of Iraq, the Corps of
Engineers is today a stronger, more capable organization. I realize
that even in a challenging environment like Iraq, the people of the
United States expect us to do our job right, on time, and on budget.
We share that same expectation.

It is important to note that, despite all the attention that goes
to the problem projects, at least 80 percent of all the projects as-
sessed by the SIGIR have met contract specifications, and in the
SIGIR’s most recent quarterly report, around 90 percent of the core
projects have met contract requirements. For projects that do not
meet those contract requirements, deficiencies are identified and
corrective actions are taken to ensure that ultimately a quality
project is delivered. Those same actions are then incorporated into
other projects spirally to prevent problems before they occur with
other projects.

The Iraq Reconstruction Program is yielding positive, tangible re-
sults every day and has significantly improved the lives of the Iraqi
people. Certainly, the work in Iraq is challenging and difficult, but
reconstruction efforts are a vital component to our campaign in
Iraq and in Iraq’s progress toward stability and peace. With your
continued support, I am confident we will succeed.

Thank you also for your service to the Nation during this time
of war, and I look forward to our discussion today on reconstruction
in Iraq.

1?hairman LIEBERMAN. Thanks, General Johnson. That was ex-
cellent.

Our final witness on this panel is Mark Ward, a dedicated public
servant who has been with USAID for almost 20 years and has had
many assignments during that time, including being chair of the
agency’s Tsunami Task Force following the devastating tsunami
that so wounded communities on the Indian Ocean in 2004. Mr.
Ward has also previously served as the USAID Mission Director in
Pakistan.

Thank you very much for being here, and we welcome your testi-
mony now.

TESTIMONY OF MARK S. WARD,! SENIOR DEPUTY ASSISTANT
ADMINISTRATOR, BUREAU OF ASIA AND THE NEAR EAST,
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

Mr. WARD. Mr. Chairman and Ranking Member Collins, other
Members, thanks very much for the opportunity to discuss this
very important topic with you this morning: Improving procure-
ment and program management for our programs in Iraq and Af-
ghanistan. The letter inviting USAID to participate asked us to
talk about Afghanistan as well, and so I will.

We understand your concerns. There have been problems in both
countries, but we have learned a lot in the last couple of years, and
we stand ready and look forward to the opportunity to work with
your Committee and Senator Collins on how to address the prob-

1The prepared statement of Mr. Ward with attachments appears in the Appendix on page
106.
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lemls in a manner that best addresses our overall reconstruction
goals.

It is important to sensitize the Committee to the unique chal-
lenges of procurement and program management in conflict situa-
tions—they are exceedingly complex—and just to draw your atten-
tion to some issues that stand in inherent tension.

USAID has to balance a number of important concerns in the
procurement process: The imperative that the U.S. procurement
follows a realistic, comprehensive plan involving multiple partners;
but it also has to be flexible in order to adjust to a rapidly evolving
country context; it has to be as expeditious as possible and ensure
rigorous accountability for work done by grantees and contractors
and all the way down to the level of scores of subcontractors.

Despite these difficulties and the fact that our work is taking
place, as you have said, during active hostilities in an ongoing in-
surgency, much has been accomplished, and we have passed out
some slides that I think will highlight for you some of those accom-
plishments that I think we can be very proud of.!

As the General has said, our programs together have added al-
most 1,300 megawatts of electric generating capacity to Iraq’s
power grid, serving over 7 million Iraqis. Repairs and refurbish-
ments of some major water and water treatment plants have pro-
vided more than 3 million more Iraqis access to potable drinking
water and expanded sewage treatment to more than 5 million
Iraqis. Our rural water program is supplying clean water to over
400,000 villagers every day.

The results in Afghanistan, a country that I have a lot more ex-
perience with, started from a much lower baseline and maybe are
even more impressive for that reason. Six years ago, when the
Taliban ruled large parts of Afghanistan, fewer than 1 million chil-
dren were in school. Today, thanks to the U.S. and other donors
around the world, almost 6 million children attend school every
day. Six years ago, it was estimated that less than 10 percent of
the people had access to health care of any kind. Today, thanks
again to all of us in the international community, that number
stands at 80 percent. Before, fewer than 50 kilometers of paved
roads were usable. Today, it is more than 6,000 kilometers of
paved, gravel, and cobblestone roads, and the U.S. contribution to
that number is more than 4,000 kilometers.

There is a long way to go, but it is important to see what we
have accomplished.

As the Committee may know, USAID is a much smaller agency
today than it was in the past. While we are still bringing basic edu-
cation and health care to communities and some of the other infra-
structure that we have talked about, the way we bring that assist-
ance has changed a lot. In the past, one would have seen Foreign
Service officers, like me, working at the local level on various
projects around the world. Today, we have similar projects, but
U.S. and local contractors and grantees are carrying out most of
the work, with occasional visits by Foreign Service officers to mon-
itor progress. The same holds true for the Corps of Engineers and
other U.S. agencies. And in dangerous environments like Iraq and

1The slides submitted by Mr. Ward appear in the Appendix on pages 115-123.
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Afghanistan, visits by Foreign Service officers to monitor progress
may be very rare. Security concerns often make it very difficult for
us to leave the relative safety of the capital and the American em-
bassy. That is one reason why we are such fans of the PRTs that
Ambassador Satterfield talked about, the Provincial Reconstruction
Teams.

USAID’s contractors and grantees and the people who work for
them take on tremendous challenges and assume great risks. Many
have been Kkilled or injured in fulfilling the noble and urgent tasks
that we have given them. I grant you, one or two may have abused
the system, and we will find them. But most are doing very good
work in very dangerous circumstances.

Now, I know there are two principal criticisms of USAID’s pro-
curement practices. I used to be in charge of USAID’s procurement
shop before I went to Pakistan. One is that a relatively small group
of USAID contractors and grantees continue to win the lion’s share
of contracts and grants and that our procurements are too large for
smaller firms and NGOs, and they just cannot compete. We appre-
ciate this concern, and we are trying to increase the pool of firms
that will bid on our work.

But it is important to understand why we use such large pro-
curements in places like Iraq and Afghanistan. In conflict situa-
tions and after natural disasters, we have to move quickly and with
as much flexibility as possible. Speed is of the essence because
hearts and minds of local communities are in the balance. Iraq is
a good case in point.

Even before U.S. and British troops entered Iraq 4 years ago this
month, USAID was actively developing a reconstruction program to
be implemented as soon as the cessation of hostilities. We used
what assessment tools we had at our disposal. We consulted with
as many experts as we could, but we did not have the benefit of
on-the-ground assessments. We relied on 40 years of development
experience and made the best, prudent assessments of needs and
costs with the information at hand.

Had we waited for hostilities to subside and for more detailed as-
sessments and cost estimates before announcing procurements, we
would have waited a year or more, and that simply wasn’t an op-
tion. The need for speed and flexibility required a contract that
would allow us to assign a range of task orders as needs were iden-
tified. This meant a large contract covering many skill areas, and
a program of this nature and scale would be beyond the capacity
of the best of the small firms.

The procurement and program management challenges in Iraq
and Afghanistan are, I hope, a cautionary tale to those who might
hamstring the agency in ways that might result in a better planned
and slower procurement process at the expense of flexibility and
quick response to changing circumstances. No one wants us to cede
our position as the leader among major donors to respond quickly
to conflict situations and natural disasters.

The time to seek out smaller contractors and grantees for jobs is
there, after the initial broad-scope contracts have been awarded
and the work is proceeding. This is the way we have worked in
Iraq and Afghanistan with some success. For example, smaller
companies are involved in the building of district, provincial, and
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cobblestone roads in Afghanistan, as well as courthouses and dis-
trict centers.

More can be done to open up the procurement process to local
firms. This is the second most common criticism of USAID and one
that is included in Mr. Bowen’s recent report. We should not lose
sight of why the U.S. Government is present in developing coun-
tries in the first place. Building capacity in Iraq and Afghanistan
is difficult but a critical element of our strategy for both countries.
U.S.-based firms have always been higher priced relative to local
firms, but much more expensive today in conflict areas because of
the need to hire additional security, which currently amounts to as
much as 15 to 20, even more than 20 percent more for comparable
work in other countries. Extra costs for U.S. or foreign firms at the
beginning of a reconstruction effort can be defended when it is
clear that local firms do not yet have the capacity to do the work
to acceptable standards. But at some point, several years into the
campaign, a shift should be seriously considered. This is happening
in Iraq now. Arguably, it may still be too early in Afghanistan. But
at some point, sticking exclusively with U.S. firms too long becomes
counterproductive to our goals.

Let me just close by saying there is definitely room for improve-
ment in the way USAID procures goods and services and manages
programs and conflict in emergency situations where speed and
flexibility are paramount. Senator Collins, we really appreciate the
fact that your staff has already reached out to us for comments and
suggestions on the legislation, and we look forward to more such
dialogue. I also look forward to your questions.

Mr. Chairman, thank you.

Chairman LIEBERMAN. Thanks very much, Mr. Ward.

I want to first ask you, Mr. Bowen, to build a little bit on your
reaction on your most recent trip to Iraq. I believe you said you
came back about a week or so ago.

Mr. BOWEN. Last week, that is right.

Chairman LIEBERMAN. Last week. And you have been there 15
times, but when you say that you came back cautiously optimistic
and you had a more positive reaction to what you saw than you
have in the last 20 months, I take it seriously and significantly,
and I think most people who have followed your work do because
you have gained a reputation as a straight talker. You are not a
spinmeister, if I might say so.

So obviously I am encouraged by that, but I wanted to ask you
to just talk in a little more detail. What did you see that brought
you back from your last most recent trip to Iraq cautiously opti-
mistic about how our cause was proceeding there?

Mr. BOowEN. Well, first of all, what I experienced in my visits
with senior leadership was a different tone, a more optimistic view
of how the Iraqis are responding at this phase, differing from how
they responded during Operation Forward Together I and II last
year. And let me also say that the cautious optimism applies both
to how the Baghdad Security Plan is moving forward on the mili-
tary side and how the embassy is moving forward with its strategy
in Iragq.

To the first, what I saw every morning at the battle update as-
sessment briefing was a true and effective and progressive coordi-



18

nation of the Baghdad Security Plan between General Petraeus
and General Odierno, the operational commander of Multi National
Corps-Iraq (MNC-I).

February was a tough month. Let’s be clear. Things have not got-
ten better in an instant. That is not what I am saying. What I am
saying is that although February was the worst month for vehicle
borne improvised explosive devices (VBIEDs), for example, by the
last week the number of attacks had dropped significantly, and
that has continued to be the case into March.

Chairman LIEBERMAN. In Baghdad?

Mr. BowEN. In Baghdad. And that is also true with insurgent at-
tacks within Baghdad, and I noticed it myself. Having been there
so often, I have a sense of the security situation in the Green Zone
itself, and I noticed a difference just in my immediate sur-
roundings. I traveled a couple of times into the Red Zone and sense
some difference as well. I visited a project, the Fire Brigade head-
quarters about 10 minutes northeast of the Green Zone, and also
visited the President of the Board of Supreme Audit and got some
sense there of an incipient change for the better.

On the embassy side, what I saw was real progress on the PRT
program. General Olson, who is the leader of that, is an excellent
manager, and it has turned into a lesson learned itself about
jointness. I think its own story will be one that we would like to
tell in our report at the end of the year, the story of Iraq recon-
struction, because it is Exhibit A for how a Goldwater-Nichols-like
reform can be experienced. It is fundamentally a mixture of DOD,
State, and USAID assets, with a mixed mission as well.

Chairman LIEBERMAN. With a lot of local input, too.

Mr. BOWEN. I think there are so many elements to the story of
the PRTs that are important to learn from for future post-conflict
contingency planning.

So, in sum, I have a sense of cautious optimism, but definitely
a wait-and-see attitude about that with respect to the develop-
ments of the Baghdad Security Plan. As I tell people, there are a
thousand problems in Iraq, and then there is one, and that one is
security in Baghdad.

Chairman LIEBERMAN. Right.

Mr. BOwWEN. And that is the essential prerequisite to solving the
rest of those problems.

Chairman LIEBERMAN. OK. I really appreciate that report, and it
means a lot to me. We are involved in a debate or a discussion here
that is going to be on the floor of the Senate again next week. My
position is known. But it is helpful to me, in that context, to have
an independent voice like yours and eyes and ears like yours com-
ing back and saying you see some progress and you are cautiously
optimistic. Nobody is ready to say this is over, all the problems are
gone. Obviously not. It seems like a very strange time to order the
beginning of a withdrawal of American troops within 120 days, as
we are beginning, as a result of the infusion of new troops, to turn
the corner in the way you describe. So I am going to leave the rest
of my debate on that for the floor. But I thank you for it.

As T listened to you, Inspector General, as well as the three of
you from the agencies, you are reminding us that, notwithstanding
the episodes and instances of waste, fraud, and abuse in the Iraq
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reconstruction program on which you have spent billions of tax-
payer dollars, we are carrying out the reconstruction to complete
our mission. We liberated Iraq from Saddam Hussein. I suppose
another nation might just have left. But we understood that we
could not do that if we were going to secure what we had gained.
So we have spent on a large scale. This is not unlike the Marshall
Plan, although the Marshall Plan at this hindsight looks a lot bet-
ter than Iraqi reconstruction.

I am hearing you say that, notwithstanding the public instances
of waste, fraud, and abuse, a lot of good things have happened. So
I am going to ask you to do something arbitrary, if you don’t mind.
If you were grading Iraqi reconstruction, would you give it an A,
B, C, D, or F on balance based on what we have done? I do not
know. Mr. Bowen, do you want to start?

Mr. BOwEN. I would hesitate to give a grade because we are still
carrying out an oversight mission.

Chairman LIEBERMAN. OK. How about Ambassador Satterfield?

Ambassador SATTERFIELD. I, too, would hesitate to assign a
grade [Laughter.]

For two reasons: First, because not just are many of these works
still in progress, but also because in many cases, as most of the
case for electricity, extraordinary efforts, which I would give an
outstanding grade to, went into providing generation capacity. But
security reasons, reasons related to issues of maintenance fueling
Iraqi responsibilities, have failed. In general, I would give U.S. ef-
forts on these critical areas—sewerage, water, electricity—high
marks. I would not give similar marks to the process of
transitioning over past years to full Iraqi responsibility for the
maintenance and security of the investment we have made.

Chairman LIEBERMAN. So you have opted for what they call at
college a pass/fail grading system. [Laughter.]

That is OK. General Johnson.

General JOHNSON. Sir, I shall not deviate, I shall not leave fallen
comrades behind. [Laughter.]

But I think reconstruction is a graduate-level course, so pass/fail
would probably be appropriate. I could do the math for the Corps
and the 11 projects out of the 2,280 we would deliver might suggest
that we are doing better than we are.

I think based upon what we have seen and what the SIGIR re-
ports, we have treated reconstruction as if it were football, and
with football and the transitions between offense and defense, the
referee stops and allows the defense or offense to come back on the
field. But reconstruction, I would say, is more like soccer. You have
to be able to change your transition without changing the people
on the field, and whether you are offense or defense, you have to
know what to do with that ball.

So we have to be able to deliver this more like soccer than we
have been delivering it like football.

Chairman LIEBERMAN. Are we winning the game, the soccer
match?

General JOHNSON. Sir, soccer is a long game. [Laughter.]

There have been no red cards.

Chairman LIEBERMAN. No red cards. OK, that is good. Mr. Ward.
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Mr. WARD. I remember the report cards I used to bring home,
and I used to say to my parents, “Don’t focus on the grade. Look
at the teacher’s comments.” [Laughter.]

And the one I used to like to see was, “Needs improvement but
showing progress.”

Chairman LIEBERMAN. Yes.

Mr. WARD. And I think what is very encouraging to me in both
countries, but particularly in Afghanistan that I follow so much
more closely, is that we are adapting to a changed situation on the
ground. We are getting the local communities involved so much
more now than we were before. We have learned how to talk to the
Afghans, and we are learning through the PRTs how to talk more
to the Iraqis as well.

Recommendations like we get from SIGIR are very useful to us,
and recommendations that we get from our own Inspector Generals
are going to, I am confident, lead us to the day where I will share
that grade with you.

Chairman LIEBERMAN. Thank you. Thank you all. Senator Col-
lins.

Senator COLLINS. Thank you, Mr. Chairman.

First, let me caution the witnesses that in answering me, I do
not want to hear any sports metaphors at all. [Laughter.]

Since I have no idea what a red card is in soccer, but I gather
it is not good.

First, Mr. Bowen, I, too, want to thank you for your report. As
one who has had a lot of concerns and skepticism about the Presi-
dent’s policy for a surge, I welcome the evidence that you are bring-
ing to us because, like the Chairman, I know that you are an indi-
vidual who calls it as he sees it, and your report is very helpful.

I also want to thank you for your support for our contracting re-
form bill. Many of the provisions in the bill were drawn directly
from the recommendations and findings of your previous report, so
I thank you for that as well.

Mr. Ward, one of the important recommendations of the Inspec-
tor General deals with the need to involve local populations at
every level of the planning and execution process, including con-
tracting with local firms. And your statement in some ways antici-
pated the question that I am about to ask you.

USAID has recently entered into a new contract with LBG, the
Louis Berger Group, for Afghanistan reconstruction work despite a
lot of problems with this contractor, which was hired to build
schools and clinics in Afghanistan. It is my understanding that the
contract is valued at $1.4 billion and that it covers a wide scope
of reconstruction work.

Putting aside the problems that USAID has had with this con-
tractor, I want to focus on whether or not going ahead with such
an enormous contract with this firm runs counter to the rec-
ommendation that we have just heard from the Inspector General.
It seems that in Iraq, applying the lessons that we have learned,
we have been moving away from these large design-build contracts
and toward smaller, more flexible contracts with local contractors
so we can put local people to work, which is part of the reconstruc-
tion process, and we can also save money.
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So it seems to me that the award of this enormous contract runs
exactly counter to Mr. Bowen’s recommendation, and I would like
to hear your response.

Mr. WARD. Very good question, and I think were it not for the
renewed insurgency in the south and the southeast in Afghanistan,
they would not have decided to go that way. But what that large
infrastructure contract provides to our team in Kabul is the oppor-
tunity to respond quickly and flexibly with infrastructure in those
areas of the country where it is still too hard to get in, to anticipate
the needs, and then to get in and do the full kind of assessment
and costing that we would like to do.

I wish very much that we had the private sector capacity and
even the public sector capacity in Afghanistan that Iraq has. As the
Chairman said, I was the aid director in Pakistan for a couple of
years after September 11, 2001. I did not have to hire very many
U.S. firms because of the capacity of the private sector in Pakistan.
We could use Pakistani firms for the most part. They were very
good, thanks in part to help from the United States over a number
of years.

In Iraq now, they are, as you said, turning much more to local
content, local firms, and that is a very good thing. And we look for-
ward to the day when we can do that in Afghanistan. One of the
challenges that we have, Senator Collins, is that when we award
a contract or a grant to a U.S. firm in Afghanistan, it is to make
part of the scope of work—and I think your legislation touches on
this—the mentoring so that they leave behind what I would call an
“Afghan child” who can be mentored and who can then get the fol-
low-on contractor grant. USAID has had a lot of success with this
around the world, particularly in the former Soviet Union. And this
is where I think we have to focus more effort now. But for this par-
ticular contract that you are talking about, I think it is a response
to the insurgency.

Senator COLLINS. Thank you.

Mr. Satterfield, in your testimony you mentioned that you expect
to double the number of PRTs in Iraq from 10 to 20, and it is my
understanding that these teams can have as many as 100 people
drawing from different agencies and departments. I have also been
told repeatedly, primarily by DOD, that the State Department has
had a very difficult time in staffing the PRTs with State Depart-
ment employees. Is that still the case?

Ambassador SATTERFIELD. It is not and has not been the case.
Of the PRT teams that have existed, the 10 extant missions are
fully staffed with State Department, USAID, and other civilian
agency personnel. The rotations that will replace those individuals
with new staffers for the 10 existing PRTs this summer are largely
complete; officers have been assigned. And for the 10 new PRTs
with respect to State/AID core staffing, those individuals have both
been identified and, as I noted in my testimony, are currently in
training.

The large number of additional individuals, the some 300 civil-
ians who will come, will not for the most part be U.S. Government
employees currently serving with USG agencies, whether the State
Department or other. They will be specialists who have skills which
are not found in the Federal Government—agronomists, soil chem-
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ists, veterinarians. They will be brought in under a contracting
mechanism which the State Department will oversee, but they will
not be State Department personnel.

We are very pleased, Senator, at the volunteers that we have
over these last 4 years placed into Iraq service, and I would add
Afghanistan, Pakistan, and Saudi service. We have risen to the
challenge. The State Department and the Foreign Service continue
to rise to that challenge.

Senator COLLINS. Thank you.

Chairman LIEBERMAN. Thank you, Senator Collins. Senator
MecCaskill.

OPENING STATEMENT OF SENATOR MCCASKILL

Senator MCCASKILL. Thank you.

Following up on Senator Collins’ line of questioning, currently in
Afghanistan we know that the most serious problem—and let me
start by saying that terrorism is a tactic. It is not an enemy. It is
a tactic. And if you look beneath the tactic, there are—it is just
hard to say. We have a global war on economic and social cir-
cumstances and religious conflict that breeds a certain kind of fa-
naticism that brings about a sense of hopelessness and a belief that
hurting other people and killing yourself is the right thing to do.
That is too long. So we say a war on terror when it really is a war
against a tactic.

Now, underlying that in Afghanistan, of course, is the economy
that is based on poppy, an economy that is based largely on a dead-
ly drug. So agriculture, it seems to me, in Afghanistan should be
the big enchilada. It should be the primary focus of what we are
doing there. How many current employees of the U.S. Department
of Agriculture are currently in the country of Afghanistan?

Mr. WARD. Senator, I do not know. I do know this: That USAID
provides funding so that six or seven USDA employees can serve
in the PRTs. And in the past—I would have to check to see if this
is still the case—through what we call a participating agency
agreement, we have USDA staff embedded in our offices in Kabul,
and then they have their own office where an officer goes back and
forth between Islamabad and Kabul.

If you look at the supplemental request that was submitted for
fiscal year 2007 for Afghanistan, you will see a large increase in
funding not just for agriculture programs but, more specific to your
point, alternative development programs to combat the scourge of
poppy.

So we do not disagree with you at all, but it is important to note
that President Karzai’s priorities for the United States and Afghan-
istan sound something like this: Roads, roads, roads, and power.

Senator MCCASKILL. Right.

Mr. WARD. And so we try to listen to that as well.

[Information submitted for the record from Mr. Ward follows:]

VERIFICATION OF USDA EMPLOYEES IN AFGHANISTAN

There are currently eight employees from the U.S. Department of Agri-
culture (USDA) serving in Afghanistan. All eight are funded by USAID.
Seven are funded with a 632(b) Participatory Agency Services Agreement
(PASA) for staffing at the PRTs and one is funded from a separate 632(b)
PASA to work on livestock and animal health issues.
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It is our understanding that USDA has an advisor (which they are fund-
ing) serving as the Agriculture Attaché in Islamabad who makes periodic
visits to Afghanistan.

Senator MCCASKILL. If you could find out that number. I have
been told it was six in the entire country, which brings me to the
Ambassador and what you just said with Senator Collins. What I
am frustrated about is what I have learned since I have been here
in regards to the PRTs, even with the new PRTs that are going
over, we are talking about fewer than 1,000 people in the entire
country of Iraq that will be working in this effort. Isn’t that cor-
rect?

Ambassador SATTERFIELD. Senator, let me take a moment, if I
may, to explain how we came to the numbers of staffers for those
PRTs because in that lies, I think, an important point.

Senator MCCASKILL. OK, briefly, because I want to make sure I
get to my underlying point, which is how many Federal employees
are actually being used.

Ambassador SATTERFIELD. Our underlying point, Senator, is how
many civilians are of use in Iraq, not abstract numbers, because
the numbers are not as significant as the mission to be performed.
Our brigade combat team commanders, our existing PRT leaders,
divisional commanders, and the embassy reviewed area of oper-
ation by area of operation—no cookie-cutter approach—who was
needed down to specific skill sets. Not just numbers but the posi-
tion descriptions needed for each of these specialized employees,
and they are not, for the most part, Federal Government employees
currently serving. We do not have soil chemists who are able to
serve in a combat area, who have the requisite skills and ability
to undertake that kind of deployment. We are going to get them.
We are in the process of arranging for them now. But the numbers
are based upon the assessment of our mission, military and civil-
ian, in the field. They are based upon an assessment of what is
needed and what Iraq is capable of absorbing and, frankly, Sen-
ator, what protection we can provide and life support we can pro-
vide for them in what in many instances—because these new PRTs
are located in conflict areas—is an active combat zone.

Senator McCCASKILL. Well, in a previous hearing I was in, by
someone else within your Department, it was said that the problem
that—I know we have the requisite skills in the Federal workforce
on any issue as it relates to agriculture, on any issue as it relates
to education. We have a very large Federal workforce with incred-
ibly diverse and extraordinary skill. And it was explained to me in
another hearing that the problem was that it was very difficult to
get Federal employees because we had not incentivized them to vol-
unteer to do this work, and as a result, we are paying an extraor-
dinarily high amount of money to contract out with non-Federal
employees.

Do you have the same ability to leverage incentives with Federal
employees that you have in terms of entering into contracts with
civilian employees? And if you have that same leverage, I would be
shocked if we did not have a number of Federal employees that
want to respond to the call of their chief executive officer, of the
President they work for, who is saying we need to give more, we
need to do more, and clearly—I do not think you answered my
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question. I believe it is less than 1,000 people we have total in the
country as it relates—even with the new addition, there will be
fewer than 1,000 people in the entire country doing the work that
everyone seems to recognize is the most important key to our suc-
cess, and that is the political success that i1s necessary for Iraq to
stand up.

Ambassador SATTERFIELD. Senator, we do have incentives that as
a department we offer to our employees to serve in Iraq, and we
have received the volunteers necessary to fully staff the State De-
partment commitment. We have requested from the Congress the
authority to reimburse other Federal agencies for the service of
their employees. And, of course, in the first instance, we look to
Federal Government employees who have the requisite skill sets,
the requisite medical clearances, the ability to serve in an active
combat area. This is not the U.S. military. These are civilians being
asked to serve in a fire zone, living in areas where the physical
conditions are extraordinarily difficult. They will live as our troops
live, no different, embedded with these brigade combat teams. That
is a unique set of individuals both for skills and for abilities.

We do have incentives to bring them to the field. We look to that
service. But we will be relying as a government for the majority of
these positions, based on the totality of these criteria, on individ-
uals from outside the current Federal workforce. It is the nature
of the very specialized skills and willingness and ability to meet
the challenge of serving in a combat zone that leads us to that.

Senator MCCASKILL. If you could get me the amount of money
that we are spending for these employees that we are hiring, these
private individuals we are hiring, as opposed to the salaries that
are being paid, whatever Federal agency employees we have volun-
teering and what that number is. It is my understanding it is very
low. It is my understanding they are getting paid much less than
what we are paying to those people whom we are hiring to go into
these zones that have the same skill set the Federal employees
have. Thank you.

Chairman LIEBERMAN. Thank you, Senator McCaskill.

By the rules we are following in terms of recognition, Senator
Coburn was here earlier, though his presence was not continuous.

Senator COBURN. I am happy to yield to the Senator from Min-
nesota.

Chairman LIEBERMAN. I just wanted to know whether Senator
Coleman has time pressure that would lead him to want to go now.

Senator COLEMAN. If it is possible, Mr. Chairman, that would be
helpful.

Chairman LIEBERMAN. Yes, and thanks, Senator Coburn.

Senator COLEMAN. I thank Senator Coburn.

Chairman LIEBERMAN. And then I will go right to you afterward.

OPENING STATEMENT OF SENATOR COLEMAN

Senator COLEMAN. Thank you, Mr. Chairman.

First, I want to thank you. This has been a great panel, inform-
ative, candid, very helpful. I want to associate myself with the com-
ments of the Ranking Member. I, too, have had concerns about the
surge in Baghdad, particularly before getting the kind of commit-
ment I think we needed to get from the Iraqis to hold up their end.
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I did not see that when I was in Baghdad in December, but it is
encouraging to hear a little bit of optimism, but very cautious. But
I agree with the Chairman that it would be foolish to tell the
enemy we are leaving now and here is the date that we are going
to be gone and at a time when at least there is the possibility of
a better future for Iragq.

The question I have is for Mr. Bowen. The first recommendation
talks about the Goldwater-Nichols-like reform, greater integration
of DOD and the State Department. One of the things that struck
me in my visits in Iraq is conversations with both State Depart-
ment and DOD personnel in which literally talking about having
a meeting and the enemy, the other side—it was not the Iraqis, it
was not the insurgents. It was the State Department talking about
DOD. The divide between the two was something anecdotal I heard
many times.

Were those anecdotal experiences way off the mark? If they are
not off the mark, is this a legislative fix that is required or some-
thing else?

Mr. BOWEN. As I said in my opening statement, anyone who has
spent an appreciable amount of time working within the Iraq Re-
construction Program understands the tensions that exist among
the departments carrying out the program. And that is why I al-
luded to Goldwater-Nichols in this recommendation because the
need for jointness is essential. I have called it “altering the DNA
of post-conflict management,” and that means ensuring that the
three agencies that have significant responsibilities in that envi-
ronment fully understand and are familiar with one another, their
operations, their language, their approach, and essentially are inte-
grated in their planning and in their structures.

How to do that I did not specify in the recommendation. I sug-
gested to the Chairman and Senator Collins yesterday that a com-
mission might be a good first start to pull together experts that re-
view the evidence, that hear from those who have worked there
and get some good, solid data that supports the anecdotes that you
heard and that some of us have experienced so that from that could
develop perhaps a legislative reform.

Senator COLEMAN. Leadership—not always but oftentimes—from
the top down makes a difference. I would hope at the secretary
level that the secretaries would fully recognize this. My sense was
in the past that was not the case and would kind of demonstrate
the kind of commitment, which I hope we have now, but I am just
saying in the past I did not see it, and I felt it when I was on the
ground.

Mr. BOWEN. Let me just say that NSPD 44 and DOD Regulation
3001.05 have both proposed internal departmental remedies to im-
prove post-conflict management. My concern is that they could per-
petuate the Balkanization of that process, that jointness is essen-
tial to succeed.

Senator COLEMAN. Ambassador Satterfield, did you want to re-
spond to that?

Ambassador SATTERFIELD. Certainly. Senator, I think it is wrong
to believe that, inevitably in any institution the size and complexity
of the civilian military mission in Iraq or in Baghdad, there are not
individual anecdotal personality issues. It is real. It happens every-
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where. But the jointness of the civil-military operation at the em-
bassy and in the field in Iraq is greater than that of any mission
of this kind, I think, in U.S. history. The commitment by outgoing
Ambassador Khalilzad and former Commanding General George
Casey to a jointly evolved campaign plan, a joint mission statement
that guides the efforts of all of our common lines of operation and
action really is without parallel. And certainly General Petraeus
and incoming Ambassador Crocker will be continuing that coopera-
tion, and it very much, Senator, is reflected in the coordination be-
tween Secretaries Rice and Gates, Chairman Pace, and all of us
who work this issue.

Senator COLEMAN. I appreciate that, and clearly it is essential.
On Recommendation 5, talking about integrating with local popu-
lations, one of the things that has struck me, particularly on my
last visit to Iraq, was that if you are an Iraqi and if you are seen
talking—at least in Baghdad in certain areas—to a coalition per-
son, there is the threat of death. How do you get cooperation with
the local population if we still have an environment, 4 years after
we entered Iraq, where simply the act of conversing with a coali-
tion person may, in fact, mark you for death?

Mr. BOWEN. Well, these recommendations are aimed at adjusting
the system so that the planning structures are improved. It is a
prospective one. I think that your point is well taken. It is dan-
gerous in Iraq, and the conditions in Iraq define behavior as you
describe. But as the Congress looks at how to improve planning for
post-conflict contingency relief and reconstruction operations, en-
suring that incorporating local populations as an essential element
is key. And the last point on the jointness, I agree with Ambas-
sador Satterfield that today the jointness is better than it has been
ever. The recommendation addresses not what is going on in Iraq
now in particular, but it looks at the planning, the pre-war plan-
ning for relief and reconstruction operations and how that process
is fundamentally structured.

Senator COLEMAN. Thank you, Mr. Chairman, and I thank the
Senator from Oklahoma.

Chairman LIEBERMAN. Thanks very much, Senator Coleman.

At about 11:30, there will be four votes going off, so we have
enough time for Senator Coburn and then Senator Levin, and then
probably we will adjourn.

Senator Coburn.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. Thank you, and I thank all of you. I have read
your testimonies.

Inspector Bowen, in comparison to the funds that have been
spent both in Afghanistan and Iraq, did you look at—and I have
not had a chance to read this. It will be airplane reading for me.

Did you do any comparison to CERP funds versus AID funds
versus other funds in terms of waste, fraud, abuse, or misuse?

Mr. BowEN. First of all, we do not have oversight in Afghanistan.
Second, we have not done intra-departmental comparisons of how
one agency has done vis-a-vis another. Our mission is to oversee
the Iraq Relief and Reconstruction Fund, its investment, and the
additional jurisdiction that the Congress has provided us.
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Senator COBURN. All right. Thank you.

I have a few questions. This Subcommittee last year did over-
sight on USAID, and I have several questions for Mr. Ward. This
all relates to Afghanistan. USAID claims to have built and handed
over to the Afghanistan Government 140 medical clinics. Our Sub-
committee received a letter from the Minister of Public Health stat-
ing that it had no record of the clinics. When we asked USAID to
provide those, they gave us a list of 39 clinics, and that took them
6 months to provide that answer to the Subcommittee.

A couple questions come from that. First of all, why didn’t the
Afghanistan Government know where those clinics were? And
where are the other 101 clinics that USAID claims to have pro-
vided?

Mr. WARD. Senator, as you know, we have provided to you and
to your staff a more recent letter from the Minister of Public
Health that verifies that we have turned over a much larger num-
ber of clinics.

Senator COBURN. But not 140 clinics.

Mr. WARD. It is a much larger number.

Senator COBURN. Than 1407

Mr. WARD. Yes.

Senator COBURN. OK. But what you have given to us, what they
can account for, in other words, the listing of the clinics, where
they are, it is 39 in terms of formal testimony from USAID, isn’t
it? The question really relates to—I do not doubt that they are
there. Why can’t USAID tell us where they are? And why doesn’t
the Afghani Government know where they are, when they are com-
pleted, and why does it take 6 months?

The second question I have is in regard to the Louis Berger
Group. They had a $1.4 billion contract for upgrading critical infra-
structure in Afghanistan. But this was after USAID was forced to
remove Louis Berger Group from the school and clinic construction
for substandard performance and after this group did such a poor
job on a section—not all of it, but a section of the Kabul to
Kandahar highway, and I understand some of that was weather re-
lated. Also, our Subcommittee found some photo evidence of fraud
where the Louis Berger Group claims to work on clinics it never
did work on but still got paid for.

Some of that can be disputed, some of it cannot. Why would we
again go back and issue a contract to a firm that we have had
those kind of problems with?

Mr. WARD. If I may just quickly respond on the last part, we
have actually provided to your staff photographs of all of the clinics
so that you know where they are, and those have been provided in
some hefty binders, and we brought another copy with us.1

Senator COBURN. Yes, but, again, that is 15 months. It took them
15 months to provide that evidence, and I would submit for the
record—here is one of the pictures of the clinics they supplied. This
is not a completed clinic, as the Committee can obviously see. It is
a foundation with some pieces of steel rising.2

1Information and documents submitted for the Record from Mr. Ward to Senator Coburn ap-
pear in the Appendix on page 124.
2The picture submitted by Senator Coburn appears in the Appendix on page 52.
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And this at the time, by the report from the Louis Berger Group,
it reported that it was up to the bond beams, which this has—obvi-
ously, there is some inconsistency.

I know it is tough over there. I am not trying to pick on that.
I am just saying, with the lack of communication, with the lack of
knowledge, with the lack of what is going on, why do we recon-
tract? Are they the only ones that can do this? Is that why we are
doing that?

Mr. WARD. Senator Collins asked about this as well. There were
six firms that competed for this second large infrastructure con-
tract. The firm that won, Louis Berger, was in a joint venture with
a very good firm in the power sector, Black and Veatch. The fact
that they fell behind on the schedule for the schools and clinics
under the first contract certainly had an impact on the evaluation,
but the fact that the Louis Berger firm did so well overall on the
Kabul to Kandahar and the U.S. portion of the Kandahar to Herat
road, which is a large portion of this new contract, and has such
good contacts with the firms that have to be hired to execute the
work in Afghanistan, the fact that they are there now and mobi-
lized, I mentioned before in response to Senator Collins’ question
the urgency of being able to keep infrastructure going because of
the insurgency in the south and the southeast, and the fact that
their joint venture partner, Black and Veatch, is so strong in the
power sector outweighed the negatives, and they did win.

Senator COBURN. So has USAID, given those very good reasons,
set up a more stringent oversight and information flow so that you
can factually watch where the money is going, how it is going, and
so that you have timely information to know, not 6 months, not 15
months after the fact, but on a timely basis so you can judge the
quality of their work?

Mr. WARD. Senator, it is a great question, and we talked earlier
about the challenges of working in the south and the southeast. If
it were in another part of the country, I would answer you very
quickly yes. I would be able to make sure that my officers were get-
ting out there regularly. I would be able to ensure that Govern-
ment of Afghanistan officials were getting out regularly. That will
occur in those parts of the country where they can get out.

Senator COBURN. And most of that is a security-related issue
rather than a—but you have set up a more formalized structure
under which you are following both the claims and the contracts
under which this major contract has been issued. Is that correct?

Mr. WARD. That is correct. We still have in place in our own staff
an engineering staff; it is supplemented by seven officers from the
Corps of Engineers, thanks very much to General Johnson, al-
though I think we pay dearly for them.

Senator COBURN. But they are worth it.

Mr. WARD. Yes, they are worth it. We also have a structure that
we have put in place of Afghan engineers to be able to get out with-
out as many concerns about security, so if maybe the Foreign Serv-
ice Officer engineers cannot get out, the Afghan engineers can get
out.

We also have—and we have talked about this a lot—the PRTs
now and plussing up the numbers of people in the PRTs and mak-
ing them aware of what national programs are going on in their
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AOR. This is something—we have talked about lessons learned,
and this is clearly one of them.

In the past, if I would visit a PRT—and I visited a lot of them
in Afghanistan—the civilian and military advisers were very good
at telling me about the projects that they were funding with CERP
and USAID funds made available to the PRT. And that is great.
But what they were not so good at telling me was what about the
schools and clinics and roads and teacher training and other
projects that are part of a national project funded out of Kabul that
are going on in your province. We have come a long way on that,
and now the PRTs know what national projects are going on in
their neighborhood, if you will, so that they can be even more eyes
and ears for us to know what is going on.

Senator COBURN. That is great to know.

Mr. Chairman, given the time constraints, I am going to submit
three other questions having to do with shelter for life and also
roofs that collapsed in, I think, 102 out of 105 schools from sub-
siclandard construction, and the questions that we need to have for
that.

I thank you for your straightforwardness. Raising the problems
so that we solve them is very important because money misspent
means less confidence by the Afghani and Iraqi people in what we
are trying to do for them, and I thank you for holding the hearing.

Chairman LIEBERMAN. Absolutely. Thank you, Senator Coburn.
Without objection, we are going to keep the record open for 15 days
for your questions and others that other members might have.

Senator Levin.

OPENING STATEMENT OF SENATOR LEVIN

Senator LEVIN. Thank you, Mr. Chairman, and thank you for
holding this hearing.

The Inspector General’s report is just full of discouraging exam-
ples of key facilities that suffered from poor design, sloppy con-
struction, inadequate quality control, and barely functional build-
ings. One example in Mr. Bowen’s report was that plumbing was
so poorly installed at the Baghdad Police College that dripping
sewage not only threatened the health of students and instructors
but could affect the structural integrity of the building. He found
that the security walls built for the Babylon Police Academy in
Hilla were full of gaps and deficiencies, while lighting systems and
guard towers called for in the contract were never installed, which
left the academy vulnerable to attack.

First of all, General Johnson, do you agree with Mr. Bowen’s
findings regarding the condition of the Baghdad Police College and
the Babylon Police Academy?

General JOHNSON. Sir, we do.

Senator LEVIN. Can you tell us why the Corps failed to identify
and correct the deficiencies in these facilities and require the con-
tractor to correct them before the construction was completed or ac-
cepted?

General JOHNSON. Sir, let me offer this. The SIGIR discovered
those deficiencies in September. We asked the SIGIR to come out
and do an assessment. We had discovered the same deficiencies, at
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least at the Baghdad Police College, in June 2006 during part of
our commissioning.

As stated by USAID and Ambassador Satterfield, there are chal-
lenges with construction in Iraq. We have construction manage-
ment teams that we put on every project here in Iraq. In every one
of our districts, about half of the employees in those districts are
Iraqi associates. These are qualified engineers that we use forward
at project sites for quality assurance. The contractor is responsible
for quality control. The U.S. Army Corps of Engineers is respon-
sible for quality assurance.

Senator LEVIN. You are also responsible for paying—apparently,
you approved the payment on these contracts. These are cost con-
tracts, as I understand, but you do not have to pay for work that
is poorly done. Was money paid for poorly done work?

General JOHNSON. Sir, all of the deficiencies, the warranty work
was completed within the budget that was allowed for those
projects.

Senator LEVIN. Well, in other words, we did not pay for—all
these stories that we read in this report, that they were all re-
paired at the expense of the contractors?

General JOHNSON. Sir, all of the repairs that were made to those
buildings were within the funds that were allocated for

Senator LEVIN. I am not sure what that means. Did we pay any-
body to do something which they should have done without being
paid extra?

General JOHNSON. Sir, we did not. We did not pay additional
costs to fix what should have been——

Senator LEVIN. And where roofs were falling and sewage was
dripping through pipes and all the rest, those repairs identified in
this report were all made at the contractor’s expense?

General JOHNSON. Yes, sir. By October 22, 2006.

Senator LEVIN. All right. Is that your finding, Mr. Bowen?

Mr. BOWEN. Our report did not address how the contractors were
paid to make those improvements. We have follow-up reports that
detailed the scope of the problems, and in it we noted that the
Corps had pursued, I believe with AFCEA, contracting to make
those repairs, and those repairs were ongoing.

The latest visit we made in January of this year indicated that
the solution with respect to the plumbing was to construct outdoor
facilities.

Senator LEVIN. My question has to do with payment. You have
not gone into that issue?

Mr. BowEN. No, we have not.

Senator LEVIN. Now, also, the Inspector General said that the
Army Corps spent $186 million on primary health care centers
throughout Iraq and then terminated the contract with only six
health care centers completed, 135 partially constructed, and the
remainder de-scoped.

Did we pay any money for the 135 partially constructed health
care centers, do you know, General?

General JOHNSON. Sir, we did. We paid the contractor that had
that building and health project for the expenses they incurred and
the construction. There were about 97 of those primary health care
centers that were turned over to us at 95 percent complete. We de-
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scoped those projects. We took them in the Gulf Region Division,
and we did direct contracting with the Iraqi firm that was doing
the construction because we thought the contractor was not capable
of delivering. We thought they were not prepared to do adequate
quality control at these project sites, and we typically terminated
for convenience of the government.

Senator LEVIN. And when we terminated them, we had paid
them for the work that they had completed?

General JOHNSON. Sir, we had paid them for the work that they
had completed and for the pay that they were due based upon their
expenses.

Senator LEVIN. But even if we went to added expense to finish
them, we still paid them?

General JOHNSON. Sir, once we terminated them, we paid them
what they were due. They were not paid for the additional work
that was done.

Senator LEVIN. And that additional work cost us money, though.

General JOHNSON. Sir, it absolutely did.

Senator LEVIN. Then the question is: Since it obviously would
have cost us more money to pay somebody else to complete the
work, did we recoup that money from the contractors that we had
paid? Inspector General, can you tell us that?

Mr. BOWEN. This is the cost-plus contracting issue that Senator
Collins’ bill will address in part, and the answer is: Under that
particular kind of contract, we pay the contractor for the work com-
pleted, whether that project is finally completed or not.

Senator LEVIN. Now, under a cost-plus contract, we are not re-
quired to pay contractors for work that they do not complete when
it is their fault they are not able to complete it; we are able to
withhold the cost of completion.

Mr. BoweN. We pay them for the amount of work accomplished,
not the full value of the contract. You are right. And that is what
has happened here.

Senator LEVIN. Should we not have withheld money to finish
those contracts? Under the cost-plus approach, can you not with-
hold money necessary to complete a contract when a contractor
fails to do the work or do the work properly?

Mr. BOwWEN. When the contractor is under contract, yes. This
contract was terminated for convenience, and as a result, the bil-
lings continued to come in, and they had to be paid.

Senator LEVIN. Should we have terminated this contract for con-
venience without withholding enough money to complete this con-
tract and make the repairs as well? Should we not have withheld
that at the time we terminated it?

Mr. BOowEN. I think that would have been a reasonable approach.
I think perhaps termination for default would have been a reason-
able approach as well.

Senator LEVIN. But that was not used?

Mr. BOWEN. That was not.

Senator LEVIN. All right. General, do you want to have a chance
to comment on that?

General JOHNSON. Sir, there is probably a reason why we did not
TFD, or terminate for default, and I will tell you, the U.S. Army
Corps of Engineers was not innocent here. We had responsibility
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for quality assurance. Again, we relied upon our Iraqi associates
because they provide less of a footprint of coalition, they can help
us get work done without the threat of bad guys destroying these
facilities. But you accept risk in doing that.

The other thing I would tell you is this: This company that came
in and competed to get one of these large design-build contracts,
they have a very good record, but I think they learned that con-
struction in a contingency environment with bullets flying is not
like doing it in the State of Delaware.

Senator LEVIN. Thank you. Thank you, Mr. Chairman.

Chairman LIEBERMAN. Thanks, Senator Levin. It looks like we
are having a joint meeting of the Homeland Security and Armed
Services Committees right now.

Senator Warner, I believe we have time for you to have a round
before we adjourn.

Senator WARNER. Just very quickly, if both of you want to go on
to the vote, I will join you. Just let them know I will be over there.

Chairman LIEBERMAN. Good.

OPENING STATEMENT OF SENATOR WARNER

Senator WARNER. A very distinguished panel we have here, Mr.
Chairman, and I have had the privilege of working with each of
them through the years.

First, to you, Stuart Bowen, you talked about the need for Gold-
water-Nichols. Senator Levin and I worked on Goldwater-Nichols
years ago. But in the last Congress, when I was privileged to be
Chairman of the Armed Services Committee, exactly 1 year ago I
wrote to the heads of all of our departments urging their participa-
tion in the Presidential Directive 44, which is to try to bring about
the management of interagency efforts concerning reconstruction. I
would like to have a copy of that letter follow my questions here,
Mr. Chairman, in the record.!

Chairman LIEBERMAN. Without objection.

Senator WARNER. Then, specifically, our 2007 Defense Authoriza-
tion Act required the President to issue a report to the Congress
on how to improve interagency integration. The report is to provide
gon%ress with a baseline assessment of the situation. It is due in

pril.

Did you participate in the preparation of that report?

Mr. BowEeN. I have not.

Senator WARNER. Well, it would seem to me that whoever has
that report on their desk, they certainly should solicit and receive
your views because this is one that the entire Congress is going to
review.

Mr. Satterfield, did you work on that report?

Ambassador SATTERFIELD. No, Senator, I did not.

Senator WARNER. Well, I wonder if both of you would look into
it because it is due to come to Congress to say what Congress can
do to help the President enable people from each of your agencies
and departments to come and join the overall effort. Repeatedly,
the generals before our Committee, the Armed Services Com-
mittee—and my colleague here from Connecticut is a member of

1Letter submitted for the record by Senator Warner appears in the Appendix on page 55.
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that Committee—have said, with their usual modesty, “We are
doing the military part of it, but we can only pull on the oars so
hard unless the other departments and agencies can come along
and do their portion.” And this has been a lingering problem for
some time.

Mr. Satterfield, you have got a marvelous reputation here before
the Congress, and your testimony and drawing on your experience
in-country over there. I think it would be very important that you
solicit through the Secretary, because it was directed to your Sec-
retary, that you have an opportunity to review that report in its
present status and hopefully make a contribution before it comes
to the Congress.

We also did other things in our bill. We introduced legislation to
provide the heads of the agencies with certain authorities so that
they could pay additional stipends and other things to the employ-
ees of your agencies who could step forward and be willing to take
on the risk of going to what is truly what we call a 360-degree com-
bat zone. There are no safe places. Just this morning, the report
that the head of the United Nations was over there, and he experi-
enced—fortunately, no harm to him personally and others with
him—a mortar attack. It is serious business. So we think that some
s}pl)ecial benefits should be accorded to your employees that go in on
this.

Also in the 109th Congress, we introduced the Employee Combat
Zone Tax Parity Act to give them a little financial inducement for
the taxes. So I think the Congress has done a considerable amount,
Mr. Chairman, to try to support our President in getting the people
over there.

What is the current status with the Department of State, Mr.
Satterfield, on your ability to meet your—I do not know whether
the word is “quota” or your “obligations” to participate in Iraq?

Ambassador SATTERFIELD. Senator, we have fully staffed the em-
bassy in Baghdad, the largest in the world. We have fully staffed
the existing PRTs. Our core teams for——

Senator WARNER. That is a very good report. You are up to full
staff?

Ambassador SATTERFIELD. We are essentially full staff.

Senator WARNER. Those are the teams that are going right out
with the troops and working side by side with the coalition of
forces, notably the United States and the Iraqi troops in Baghdad.

Ambassador SATTERFIELD. Senator, the core Foreign Service and
USAID staff for those 10 new PRTs not only have been identified,
they are currently in joint training together. They will be boots on
the ground by the end of this month in Iraq.

Senator WARNER. Very encouraging.

Ambassador SATTERFIELD. Where we are working still is on iden-
tifying and recruiting, both from within Federal Government ranks
but more significantly from outside Federal Government ranks, the
very specialized civilians who will fully staff by the end of this year
those new PRTs and augment the existing PRTs.

Senator WARNER. My recollection is that the Presidential memo-
randum tasked the Secretary of State to be the coordinating Cabi-
net officer for all the other departments.

Ambassador SATTERFIELD. That is correct, Senator.
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Senator WARNER. Is that part of your responsibility?

Ambassador SATTERFIELD. Yes, it is, Senator.

Senator WARNER. Well, we know where to look now. We will wel-
come you back again. [Laughter.]

Thank you very much, to each of you. Sorry that I will have to
terminate my questions.

Thank you, Mr. Chairman.

Chairman LIEBERMAN. Thank you, Senator Warner. Very impor-
tant questions.

Thanks to the four of you. It has been an excellent morning of
testimony. If I was to try to summarize it, I would say that Iraqi
and Afghani economic reconstruction has gone better than probably
most people think based on an understandable media focus on the
shortcomings. But the reconstruction has not gone as well as any
of us want it to or have a right to expect it to, and, therefore, we
have more work to do.

I think you continue to make a very substantial contribution, Mr.
Bowen, and I am particularly taken with the notion that we need
as much unity of command in post-conflict management of eco-
nomic and political reconstruction activities, governmental recon-
struction, as we do need unity of command in battle. How we do
that is not clear to me, as it is not to you, exactly, but Senator Col-
lins and I are going to proceed perhaps with legislation to create
a short-term commission—we do not want to give it a long time
frame—to take a look at that, and obviously a commission would
want the input of all four of you.

In the meantime, on behalf of the Committee I thank the four
of you for what you are doing. I specifically say to the three of you
who lead the agencies involved to please extend our gratitude to
those who work with you for an important job being done in a very
difficult environment and a job that is being done better than a lot
of people think.

Thank you very much. The hearing is adjourned.

[Whereupon, at 11:49 a.m., the Committee was adjourned.]



APPENDIX

USAID’s response to Senator Tom Coburn’s
request for documentation of 140 clinics handed
over to the Afghanistan government by 2003.

Six months after Senator Cobum originally requested the documnentation, USAID can
only account for 39 of the 140 clinics it claims to have built and handed over to the
Afghanistan government by 2003.

The foliowing chart contains a list of USAID clinics (built or refurbished) agreed upon with
the Ministry of Public Health, Islamic Republic of Afghansitan.

This list includes the site id, province and district focation, program that funded the clinic, type of clinic,
and if the clinic is in a potential flood zone (and if it is, if protective measures have been taken) and

date turned over to the Ministry,

LEGEND
BN= basic clinic, new construction
CN= Comprehensive clinic, new c
BR= basic clinic, refurbishment
CR= pi 1sive clinic, refurbi it
HR= hospital, refurbishment
CHC= comprehensive health clinic
PH= Provinical Hospital
BHC= Basic Health Clinic (see BR)
DH= District Hospital
[of Complete
I Incomplete
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Example of USAID and IRD’s failure to properly
monitor the performance of Louis Berger Group
(LBG).

This is a copy of a 2004 status report from LBG which is followed by
photographic evidence showing LBG is reporting false information. The
Ministry of Public Health took photos of several construction sites soon after
LBG made this report. As you can see, the report says the construction
progress for the Prozah and Dam Gundai sites are to the “bond beams” but
the photos show the true state of the sites—in the case of Dam Gundai, there
is only a slab.
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USAID’s response to the photographic evidence
illustrating Louis Berger Group submitted a false
progress report for its clinic construction.

USAID denies its contractor Louis Berger Group provided a false progress report for
several Afghanistan clinics thus getting paid for work it didn’t do at the time. USAID
uses the following photograph of a single clinic as its proof despite the fact the photo was
taken 16 months affer the false progress report was originally submitted.
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CHARLES §. ABELL, STAFF DIRECTOR
RICHARD D. DBOBES, GEMOCRATIC STAFF DIRECTOR

March 15, 2006

Honorable Alberto R. Gonzales

The Attorney General

Robert F. Kennedy Building

Tenth Street and Constitution Avenue, NW
Room 5137

Washington, DC 20530

Dear Mr. Attorney General:

Over the past few months, the President has candidly and frankly explained what is at
stake in Iraq. I firmly believe that the success or failure of our efforts in Iraq may ultimately lie
at how well the next Iragi government is prepared to govern. For the past three years, the United
States and our coalition partners have helped the Iraqgi people prepare for this historic moment of
self-governance.

Our mission in Iraq and Afghanistan requires coordinated and integrated action among all
federal departments and agencies of our government. This mission has revealed that our
government is not adequately organized to conduct interagency operations. | am concerned about
the slow pace of organizational reform within our civilian departments and agencies to strengthen
our interagency process and build operational readiness.

In recent months, General Peter Pace, USMC, Chairman of the Joint Chiefs of Staff, and
General John P. Abizaid, USA, Commander, United States Central Command, have emphasized
the importance of interagency coordination in Iraq and Afghanistan. General Abizaid stated in
his 2006 posture statement to the Senate Armed Services Committee, “We need significantly
more non-military personnel...with expertise in areas such as economic development, civil
affairs, agriculture, and law.”

Strengthening interagency operations has become the foundation for the current
Quadrennial Defense Review (QDR). The QDR so aptly states that, “success requires unified
statecrafi: the ability of the U.S. Government to bring to bear all elements of national power at
home and to work in close cooperation with allies and partners abroad.” In the years since the
passage of the Goldwater-Nichols Act of 1986, “jointness™ has promoted more unified direction
and action of our Armed Forces. I now believe the time has come for similar changes to take
place elsewhere in our federal government.

1 commend the President for his leadership in issuing a directive to improve our
interagency coordination by signing the National Security Presidential Directive-44, titled
“Management of Interagency Efforts Concerning Reconstruction and Stabilization,” dated
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December 7, 2005. Iapplaud each of the heads of departments and agencies for working
together to develop this important and timely directive. Now that the directive has been issued, {
am writing to inquire about the plan for its full implementation. In particular, what steps have
each federal department or agency taken to implement this directive?

1 ask for your personal review of the level of support being provided by your department
or agency in support of our Nation’s objectives in Irag and Afghanistan. Following this review, I
request that you submit a report to me no later than April 10, 2006, on your current and projected
activities in both theaters of operations, as well as your efforts in implementing the directive and
what additional authorities or resources might be necessary to carry out the responsibilities
contained in the directive.

I believe it is imperative that we leverage the resident expertise in all federal departments
and agencies of our government to address the complex problems facing the emerging
democracies in Iraq and Afghanistan. [ am prepared to work with the executive branch to
sponsor legislation, if necessary, to overcome challenges posed by our current organizational
structures and processes that prevent an integrated national response.

I'look forward to continued consultation on this important subject.

With kind regards, [ am
Sincerely,
@ John Wamer

Chairman
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FOR OFFICIAL USE ONLY
UNTIL RELEASED BY THE
SENATE HOMELAND SECURITY COMMITTEE

STATEMENT OF STUART W. BOWEN, JR.

SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

BEFORE THE

UNITED STATES SENATE

COMMITTEE ON HOMELAND SECURITY & GOVERNMENTAL AFFAIRS

SIGIR LESSONS LEARNED: PROGRAM AND PROJECT MANAGEMENT

Thursday, March 22, 2007

Washington, D.C.

Chairman Lieberman, Ranking Member Collins, and members of the Committee: thank
you for this opportunity to address you today on important matters regarding the Special
Inspector General for Iraq Reconstruction’s (SIGIR) Lessons Leamed report on program
and project management of the U.S. reconstruction effort in Iraq. Ilook forward to a
productive exchange with the Committee regarding this issue.

BACKGROUND
I was appointed as the Inspector General of the Coalition Provisional Authority (CPA) in

January 2004 and began oversight of the CPA programs and operations with about a
dozen staff in Baghdad in March of that year. The Office of the Special Inspector

SIGIR 07-007T Page |
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General for Iraq Reconstruction was created in October 2004, only two months before the
scheduled termination of the CPA Inspector General. SIGIR reports jointly to the
Secretaries of State and Defense to keep them fully informed about the results of our
independent reviews as well as the specific recommendations for corrective action. Our
reports are provided directly to the Congress and made available to the public on our

website: www,sigir.mil.

The Congress has tasked SIGIR to provide oversight of the substantial United States
investment in relief and reconstruction of Iraq. This investment includes just over $21
billion in the Iraq Relief and Reconstruction Fund as well as U.S. funds appropriated for
fiscal year 2006 for the reconstruction of Irag, including substantial amounts of the Iraq
Security Forces Fund (total $10 billion; SIGIR oversight, $8.39 billion), the
Commander’s Emergency Response Program (total $2.5 billion; SIGIR oversight, $.708
billion), and the FY 2006 Economic Support Fund programs (total $1.595 billion; SIGIR
oversight, $1.545 billion).

SIGIR applies a balanced approach in carrying out its mission, providing oversight,
insight and foresight in the Iraq reconstruction program. Oversight is the traditional
focus of Inspectors General. SIGIR’s oversight efforts concentrate on ensuring
maximum return for U.S. taxpayer investment and promoting administrative transparency
and accountability with respect to utilized Iraqi resources. SIGIR’s insight efforts
involve advising leadership on management issues and emphasizing the creation of rules
of law, public trust in Iraq and an overall environment of accountability. SIGIR’s
Sforesight efforts focus on end-state issues, such as completion, transition and sustainment
costs and capacity building.

IMPACT OF SIGIR’S WORK

To date, SIGIR has:

¢ Produced 12 Quarterly Reports,

» Issued 82 audit products and continues work on an additional 16 audits. SIGIR
recently published a report discussing how U.S. agencies in Iraq have
implemented corrective actions to improve the transparency and accountability of
the Development Fund for Iraq. Specifically, SIGIR reported that of 40
recommendations made, 31 were implemented, 6 remain underway, and 3 have
not been effectively addressed.

* Produced 80 project assessments based on inspections of project sites. The most
significant for this quarter was our second assessment regarding the construction
of the Baghdad Police College.

SIGIR 07-007T Page 2
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e Opened over 300 criminal and civil investigations leading to 10 arrests, 5
indictments, and 5 convictions, including the conviction of Mr, Robert Stein, who
was recently sentenced to 9 years in prison and fined $3.6 million for his role in
money laundering and conspiracy to defraud the CPA in Hilla, Iraq. SIGIR
Investigations have resulted in 23 cases currently under prosecution at the
Department of Justice. Additionally, SIGIR is currently working on 79 ongoing
investigations.

Beyond our approach to audits and inspections, we believe that SIGIR should leave
behind more than volumes of retrospective reports of waste, fraud and abuse. We felt an
obligation to take advantage of our unique role in Iraq reconstruction to identify systemic
problem areas and provide guidance to policymakers for future challenges. The document
released today is the third in our series of Lessons Learned reports.

SIGIR’s Lessons Learned Initiative

The Lessons Learned Initiative began in late 2004. The purpose of the LLI was to
capture and apply the lessons learned from the Iraq reconstruction experience The three
subject areas selected for review were:

1. Human Capital Management,
2. Contracting and Procurement, and

3. Program and Project Management.

In February 2006, SIGIR released Irag Reconstruction: Lessons in Human Capital
Management. The document identifies and discusses four key components of effective
human resource management: policy alignment, workforce planning, recruitment, and
continuity.

In August 2006, SIGIR released Jraq Reconstruction: Lessons in Contracting and
Procurement, which examines the establishment and evolution of the contracting process
to identify challenges in planning, systems, policies, and procedures.

The third and final Lessons Learned report, which SIGIR is releasing today, frag
Reconstruction: Lessons in Program and Project Management, focuses on lessons
learned from the evolution in oversight of programs and projects exerted by the key
agencies tasked to oversee the reconstruction effort.

These three reports help satisfy with SIGIR’s mandate from Congress to provide
recommendations that promote economy, efficiency, and effectiveness in the
administration of the reconstruction program in Iraq. To that same end, SIGIR now is
working on a cumulative account of the Iraq reconstruction experience. This capping
report will provide a comprehensive and accessible narrative history of the planning and
execution of the overall reconstruction program, drawing together information from

SIGIR 07-007T Page 3
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SIGIR’s Quarterly Reports to Congress, audits, inspections, investigations, interviews
with key decision-makers, and SIGIR’s lessons learned reports. SIGIR will publish “The
Story of Iraq Reconstruction” at the end of 2007.

Iraq Reconstruction: Lessons on Program and Project Management

Process

For this Report, SIGIR conducted about 35 interviews with key program managers and
contract administrators for Iraq reconstruction. In addition, our research included:

¢ Audits of SIGIR and other oversight organizations
e Studies by government entities, independent organizations, and academia
¢ U.S. Government after-action reports and assessments; and

s Interviews conducted by the CPA historian

SIGIR provided a draft discussion white paper to a 27-member expert panel comprised of
senior executives and experts from the U.S. government, industry, and academia—many
with first hand experience in Iraq. This panel convened for a day-long forum to evaluate
the findings and provide recommendations aimed at increasing the effectiveness of U.S.-
led stabilization and reconstruction operations in Iraq and to inform planning for future
reconstruction efforts.

SIGIR then released the revised paper to key contributors and forum participants.
Approximately 75 individuals received the draft program and project management paper
and reviewed the document to ensure its accuracy and completeness. Responses were
considered and incorporated into the next draft. The new draft was circulated to DoD,
USAID, and DoS, and OMB for review. The paper was also provided to key
reconstruction organizational leaders. Most recipients responded, and SIGIR revised the
paper accordingly.

Substance

Iraq Reconstruction: Lessons in Program and Project Management tracks the evolution
of the three organizations responsible for providing the strategic oversight and tactical
direction for the reconstruction program: The Office of Reconstruction and Humanitarian
Assistance, the Coalition Provisional Authority, and the U.S. Mission-Iraq.

The report begins with an overview of the planning environment, which had a direct
effect on the capacity of program managers to execute and control reconstruction
projects. It then analyzes CPA’s Program Management Office—the entity established to
plan and manage the $18.4 billion infrastructure-focused program—and the delays in
executing reconstruction projects during the winter and spring of 2004. The final section

SIGIR 07-007T Page 4
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of the report describes how program managers met the challenge of constant change,
particularly the reprogramming that occurred during the summer and fall of 2004.

Over the past four years, DoD, DoS, and USAID have adapted to relentless and
challenging demands with commitment and agility, internalizing and drawing upon
important lessons learned in the course of their work. From mid-2003 to 2007, program
and project management n Iraq grew increasingly complex and improved over time,
ultimately involving hundreds of contractors and thousands of projects. U.S.
policymakers repeatedly adjusted strategy in response to the constantly changing
circumstances in Iraq. These policy shifts meant that program managers faced periods of
uncertainty and consequent limited productivity, as they adjusted to new systems,
procedures and reporting requirements. This compounded the difficulty of delivering
projects on time and within scope and budget.

Recommendations

SIGIR offers the following recommendations based on the lessons learned derived from
the program and project management experience in Iraq:

1. The Congress should consider legislating a “Goldwater Nichols”-like reform
measure to promote better integration among DoD, USAID, and DoS,
particularly with respect to post-conflict contingency operations.

In 1986, the Goldwater-Nichols Act initiated a fundamental reorganization of the
Department of Defense. As a result of this Act, U.S. forces increased cooperation and
integration. It was not an easy process, but over the past twenty years the United States
has benefited greatly from the improved coordination among the military services.

The Iraq experience illustrates the need to expand cooperation and integration across U.S.
agencies, but most especially among DoD, DoS, and USAID. Unlike other agencies,
these three have missions that require them to operate primarily outside the United States
and engage constantly with other governments and international entities.

Steps have already been taken to move this integration forward. National Security
Presidential Directive 44 and DoD Directive 3000.05 both encourage interagency
cooperation. USAID has created an office of military affairs to serve as a liaison to DoD.
DoS, in response to NSPD-44, established the Office of Reconstruction and Stabilization.
USAID and DoS staff regularly attend military training exercises to share lessons learned
and to brief military personnel on their responsibilities and capabilities. DoD’s Joint
Concept Development and Experimentation Office is currently looking at ways to
improve civilian/military planning. These steps, although important, are just a beginning,
The experience of the Goldwater Nichols Act suggests that the Congress should consider
new legislation that could advance further cooperation among DoD, DoS, and USAID on
post-conflict contingency reconstruction and relief planning and execution.

SIGIR 07-007T Page *
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2. The Congress should adequately fund the Department of State’s Office of the
Coordinator for Reconstruction and Stabilization.

The Office of the Coordinator for Reconstruction and Stabilization (S/CRS) was created
by the President in response to the need for better post-conflict contingency coordination
among U.S. departments. S/CRS completed a post-conflict implementation plan in
October 2006. This plan identifies short-, medium-, and long-term tasks that the U.S.
government should execute to improve planning, preparation, and execution of post-
conflict contingency operations. The plan commendably seeks to address many of the
lessons learned from Iraq that SIGIR and others have identified. Most important, it aims
at institutionalizing ongoing interagency contingency exercises and developing a civilian
reserve corps. A lack of funding and weak recognition of the S/CRS Office by some othei
agencies have prevented the plan from being fully realized. The Congress should provide
S/CRS with the funding and authority to fulfill its mission.

3. The U.S. government should clarify the authorities of the multiple agencies
involved in post-conflict operations to avoid ambiguity over who is in charge.

Although no single U.S. agency demonstrated the capacity to manage the large and
complex Iraq program alone, the resunltant and unavoidably ad hoc response that
sometimes ensued was less than optimal. Developing ad hoc organizations in theater,
such as the PMO and IRMO, consumed significant U.S. resources and time. Moreover,
these new offices did not have the appropriate staff, procedures, systems, or institutional
strength to direct effectively the complex, interagency rebuilding effort.

S/CRS should be fully empowered to take up its mandated responsibility for coordinating
the planning for future contingency relief and reconstruction operations. Additionally,
S/CRS should be provided legal authority, working within the interagency structure and
guidelines, to decide who should be in charge of what in any post-conflict reconstruction
operation.

4. Implementing agencies should institutionalize the most effective project
management systems, procedures, policies, and initiatives developed during
the Iraq reconstruction effort.

Because U.S. government agencies did not have appropriate systems in place to properly
manage a program of the magnitude and complexity of the IRRF, they often created new
systems and procedures. OQver time, many of these procedures became effective in
practice. USAID, DoS, and DoD, should identify and institutionally incorporate the best
practices from the Iraq experience.

5. Program managers should integrate local populations and practices at every
level of the planning and execution process.

SIGIR 07-007T Page 6
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In planning for future contingency operations, the U.S. government should involve, from
the outset, a broad spectrum of individuals with intimate familiarity about the affected
nation (from policy makers to contractors to international experts). In Iraq, successful
reconstruction managers took the time to understand local customs and practices.

Project design and execution should incorporate local contractors and vendors. Also,
planning for projects should consider local and regional quality standards, rather than
trying to impose U.S. standards, which too often caused increased cost and delayed
execution in Iraq.

6. Funding designated for post-conflict contingency programs should support
flexible programs and projects that yield both short-and long-term benefits.

Consideration should be given to developing multi-year programs with properly-
sequenced reconstruction projects. Both short-and long-term relief and reconstruction
programs can be better planned and implemented through a multi-year financing strategy
rather than through unscheduled supplemental appropriations. Contingency funding
should also be made available for essential but unforeseen programs and projects. In Irag,
adequate reserves were not set aside to fund unanticipated projects, and the frequent
reprogramming of funds adversely affected outcomes in several infrastructure sectors.

7. Develop policies and procedures to manage non-U.S. appropriated funds.

The United States deployed to Iraq without standardized policies and procedures to
manage non-U.S. appropriated funds (i.e., the Development Fund for Iraq). Policies and
systems were thus developed reactively and not implemented consistently. As a result,
there were questions about the accountability of non-U.S. funds. As oversight entities
pursue allegations of waste, fraud, and abuse, jurisdictional questions continue to surface.
Before contingency operations begin, planners should develop clear policies regarding
the management of non-U.S. funds.

8. Develop comprehensive planning for capacity development.

Before approving reconstruction funds, the Congress should require agencies to present a
capacity-development strategy that will enable the effective transfer of operational
responsibility for reconstruction projects to the host country.

In Iraq, capacity-development programs were not adequately integrated into the overall
effort. Projects should include an organizational and management component as well as
training in operations and maintenance.

9. Future post-conflict contingency planning should provide for well-resourced

and uninterrupted oversight of relief and reconstruction programs to ensure
effective monitoring from the outset and permit real-time adjustments.

SIGIR 07-007T Page 7
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An effective monitoring and oversight plan needs to be in place within each agency from
the outset of contingency operations. This will allow for early and direct feedback to
program managers, who can implement course corrections in operating practices and
policies. Early and effective oversight will also deter fraud, waste, and abuse. For
construction projects, there should be consistent oversight, including appropriate quality
assurance and quality control programs. In Iraq, successful projects were usually those
that received good quality assurance and effective quality control.

Operations that involve multiple agencies, funding streams, and management systems
require that the Congress take steps to standardize oversight and provide clear guidance
on any reporting requirements involving multiple agencies.

CONCLUSION

SIGIR remains committed to meeting the expectations of the U.S. Congress, the
Secretaries of State and Defense and the American public with timely and helpful
information and analysis on the progress and performance of U.S. reconstruction efforts
in Iraq. As required, I will report our most recent findings to Congress at the end of the
next quarter.

I look forward to your questions today.

SIGIR 07-007T Page 8
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Testimony for Ambassador Satterfield: Senate Committee on Homeland
Security and Government Affairs 3.22.07

Mr. Chairman, Senator Collins, members of the committee, ladies and gentlemen:
Thank you for the opportunity to appear before you today to discuss the progress being
made in implementing the President’s new strategy for Iraq, to review what we have
achieved with the foreign assistance Congress has provided and to highlight the steps we
have taken to improve its administration.

A YEAR OF TRANSITION

On January 10 the President outlined a new strategy for Iraq. On January 11,
Secretary Rice provided further details on how specifically we will pursue the New Way
Forward along four tracks: economic, political, security, and diplomatic. Our efforts
along each track are interconnected; each track being an integral part of our overall effort
to help Iraq move forward towards a secure and democratic future.

As part of the New Way Forward the focus of our efforts in Iraq is changing. As
Iraqis increasingly take the lead in furthering progress along each of the four tracks, we
have shifted our focus from large infrastructure projects to capacity development and
technical assistance programs that will increase the ability of the Iragis to better plan and
execute their capital budget, particularly in the critical oil sector, increase production of
essential services in vital areas such as electricity and water, and improve govemance at
the national and provincial levels.

At the center of our efforts is the expansion of the Provincial Reconstruction
Teams (PRTs). While we will continue to work closely with the central govemment in
Baghdad, we are extending and expanding our reach beyond the Green Zone to help local
communities and leaders transition to self-sufficiency.

To lead our efforts in this area, Secretary Rice appointed Ambassador Tim Carney
as the Coordinator for Economic Transition in Irag. On the ground in Baghdad only
since February, Ambassador Carney has already forged a partnership with the Iraqis that
has begun to show progress. Implementation of an investment law, the approval by the
Council of Ministers of a draft hydrocarbon law, and the beginning of debt negotiations
with Saudi Arabia are all very positive signs that the Iraqis are serious about advancing
economic reforms.

Recently questions have been raised regarding allegations of fraud, waste and
abuse of Iraq Relief and Reconstruction Fund (IRRF) monies appropriated by Congress.
Secretary Rice has emphasized in recent testimony her complete commitment to
transparency and accountability. She meets regularly with the Special Inspector General
for Iraq Reconstruction (SIGIR) Stuart Bowen, who has repeatedly stated that instances
of fraud have played a very small role in the American reconstruction effort in Iraq. To
date, SIGIR has not brought to our attention any instances of fraud involving the use of
IRRF funds.
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IMPLEMENTATION

The President has decided to reinforce our own troop levels in Baghdad and
Anbar Province by approximately 28,000. The mission of this enhanced force is to
support Iraqi troops and commanders, who are now in the lead, to help clear and secure
neighborhoods, protect the local population, provide essential services, and create
conditions necessary to spur political reconciliation and economic development. The
State Department is contributing robustly to this effort by expanding our presence and
closely coordinating with our military counterparts in and outside of Baghdad, as well as
with the Iraqi government. We have requested additional budgetary resources for
assistance programs designed to capitalize on security improvements by creating jobs and
promoting economic revitalization. There must be the fullest possible civilian-military
unity of effort if we are to be successful.

To that end, we are deploying greater resources alongside our military in
Baghdad, Anbar Province and North Babil. The centerpiece of this effort is the
expansion of our Provincial Reconstruction Teams. We are doubling the number of
PRTs from 10 to 20, adding more than 300 new personnel to the existing 290 or so
personnel already on the ground. The first phase of PRT expansion is soon to be
complete, as the ten new interagency PRT core teams (40 personnel in total) will arrive in
Iraq on or about March 31. The new PRTs — six in Baghdad, three in Anbar and one in
north Babil — will be embedded in Brigade Combat Teams engaged in security
operations. To demonstrate our unity of effort, on February 22 the State Department and
the Defense Department signed a Memorandum of Agreement to codify this joint
civilian-military effort.

The State Department has assigned ten senior-level Team Leaders for these new
PRTs. Each Team Leader will be joined by a senior USAID development advisor, as
well as a civil affairs officer and bilingual, bicultural advisor from the Department of
Defense, to form core teams. These core teams recently completed the first specialized
interagency PRT training course at the Foreign Service Institute, designed to prepare
them for their new mission. Over the next month, PRT leaders will work jointly with
Brigade Commanders to develop plans for the “build” phase of clear, secure, and build.

PRTs will target both civilian and military resources, including foreign assistance
and the Commanders’ Emergency Response Program, against a common strategic plan to
sustain stability, promote economic growth, advance our counter-insurgency efforts and
foster Iraqi self-sufficiency where we have made security gains. In the next two phases
of our PRT expansion, we will augment both the new PRTs and our existing PRTs with
specialized technical personnel. Based upon ground-up evaluations, we are recruiting
(among others) city planners, rule of law experts, and agribusiness development experts
to meet provincial and local needs.
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PRTs will support local moderate Iraqgi leaders through targeted assistance
designed to develop provincial capacity to govern in an effective and sustainable way.
PRTs will continue to play a leading role in coordinating U.S. programs funded by the
Congress, including Iragi Provincial Reconstruction Development Councils (PRDC) and
USAID's local governance, community stabilization, and community action programs.
We intend to complete all three phases of our PRT expansion by the end of the calendar
year. Completion, however, will be dependent both on the level of funding appropriated
in the FY 2007 supplemental as well as circumstances on the ground in Iraq.

IRAQI EFFORTS

Iraqis understand that they are in the lead and the Iraqi government is committed
to doing its part to invest in its own economic development. Violence continues to play a
significant role in hampering greater progress in Iraq. Although there has been a
decrease in sectarian violence in the past six weeks in Baghdad, it is too early to discern
trends. Additional resources will be vital in consolidating gains and building upon them.

The Government of Iraq is committed to spending $10 billion to help create jobs,
and further national reconciliation. The Government of Iraq has made serious progress
on the vital hydrocarbon law. The Council of Ministers approved a draft of the law on
February 26, and the law will be submitted to the Council of Representatives when the
Revenue Sharing Law is approved by the Council of Ministers.

The Council of Representatives also is discussing a provincial powers law and has
several drafts for de-Ba’athification reform. The Iraqi Constitutional Review Committee
will present its report, including any proposed amendments, to the Council of
Representatives in a few months. At a conference co-hosted by U.N. Secretary General
Ban Ki-Moon, on March 16, Iraq has agreed to implement the comprehensive economic
reform programs laid out in the International Compact with Iraq.

The most pressing fiscal challenge preventing Iraq from being self-reliant in
economic affairs is the failure for Iraqis to execute their capital budget. Simply put, the
Government of Iraq has available financial resources from oil revenues under spent from
last year’s higher than anticipated oil prices. They do not, however, have the capacity to
execute this funding - especially when money must move rapidly, as is the case with
post-military-action stabilization in Baghdad and Anbar Province. Iraq must develop the
means to put its money to use, both for short-term “build” efforts and longer-term capital
investment.

The Iraqis have responded by designating budget execution as a high priority in
2007, and, to this end, the GOI has formed a budget execution taskforce led by Deputy
Prime Minister Barham Salih, Finance Minister Bayan Jabr and Planning Minister Al
Baban. In coordination with Ambassador Camey, the joint taskforce has already held a
conference for spending ministries and provinces to introduce new budget regulations
and to dispel concerns about corruption allegations that stymied Iraqi spending in 2006.
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The Iragi Ministry of Finance also has made early efforts to jumpstart spending by
ordering 10 percent of capital budgets released following February’s passage of the
budget, and created powerful incentives for ministries to execute their capital budgets or
risk losing the funds. We remain cautiously optimistic that their resolve combined with
our support will result in better budget execution in 2007.

REGIONAL DIPLOMACY

Iraq also will need the help and support of its neighbors to foster a stable,
prosperous, and peaceful future. On March 10, Iraq hosted a Neighbors Conference in
Baghdad which was attended by high-level officials from each of Iraq’s neighbors, the
permanent members of the UN Security Council, the Arab League, the Organization of
the Islamic Conference, and the UN. This was an important step for Iraq’s engagement
with its regional partners to discuss political reconciliation, regional security, and
economic engagement.

We support regional efforts to stop the increase in sectarian violence and the
growing negative Iranian involvement in Iraq. We believe the Iraqi government
understands the importance of coalition action to address these concerns as well. Prime
Minister Maliki and his government have pledged not to tolerate any act of violence from
any community or group. We already have begun to see a more even-handed approach
taken by the Iraqi authorities on this front. Notably, Iraqi security forces in recent
months have detained more than 700 Jaysh Al Mahdi fighters and have killed hundreds of
insurgents. Iragi Security Forces (ISF) have operated in all areas together with Coalition
Forces, including Sadr City. However, robust action in the weeks and months to come
will be necessary to create new facts on the ground - tangible evidence of action against
all those who pursue violence, regardless of sectarian affiliation.

While we are working with our partners in the region to strengthen peace, two
governments — Syria and Iran — are not contributing to security and stability in Irag.
However, we hope that the participation by both Iran and Syria in the March 10
Neighbors Conference will encourage Tehran and Damascus to play a constructive role.

SUPPORTING PHYSICAL INFRASTRUCTURE AND DEMOCRACY WITH
THE IRAQ RELIEF AND RECONSTRUCTION FUND (IRRF)

While our focus is on the way forward, we are also determined to effectively manage
the remaining funds for Iraq reconstruction. In Fiscal years 2003-4, we received $20.9
billion in the Iraq Relief and Reconstruction Fund (IRRF). This funding was intended to
kick start the Iraqi economy and focused primarily on helping to re-establish the Iraqi
security forces and police; restore essential services like water, electricity and oil; and
improve health and education. Despite challenges, including insurgent attacks, IRRF
projects have made significant improvements in Iraq. We have added capacity to provide
clean water for up to 4.2 million Iraqis and we also have added capacity to provide
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sewerage for 5.1 million; installed, rehabilitated or maintained 2,700 MW of electricity;
and helped Iraq maintain oil production at relatively steady levels despite deteriorating
security conditions. Democracy programs also helped Iraq hold three elections and
provided advisers to support the drafting of the constitution.

We have obligated 98%, or $18 billion of IRRF II, and, as of March 15, have
disbursed $15.2 billion (82%). The remaining 2% of IRRF funds “expired” on October
1, 2006 and will be used to cover any reasonable adjustments as permitted under law.
We expect to complete most ongoing IRRF 1I projects during the course of 2007. We
have made significant improvements in essential services available to the people of Iraq,
of which U.S. taxpayers and the Congress can be proud.

But we know that not every project has progressed as we would have wished.
Some projects have deservedly attracted attention, including from the Congress and from
(SIGIR), with whom we work very closely. In all such cases, we have taken action to get
them moving back in the right direction and have moved over the past eighteen months to
put in place management oversight structures to help ensure that similar problems do not
occur. Despite these mistakes SIGIR notes that more than 80% of IRRF projects have
been or are currently being completed on time and as planned.

1 want to emphasize the State Department’s strong commitment to oversight of
the funds Congress has appropriated to us for our efforts in Iraq. We have supported 14
audits by the Government Accountability Office, more than 80 audits and reports issued
by the SIGIR as well as audits done by the Inspectors General of the various
implementing agencies. We will continue to work closely with SIGIR, GAO, and the
Inspectors General to maintain the highest standards of oversight and accountability for
all of our operations in Iraq.

SUPPORTING IRAQ’S TRANSITION TO SELF-SUFFICIENCY WITH THE
FY06 SUPPLEMENTAL AND FY07 BUDGET REQUEST

We carefully designed the FY 2006 Supplemental and the FY 2007 budgets as
two parts of a coordinated whole. The FY06 Supplemental was designed to be integrated
with the military’s counter-insurgency operations, recognizing that economic
development cannot take place without a secure environment and that better economic
and political prospects would undermine the recruiting efforts of the insurgency. The FY
2006 Supplemental addresses the urgent programs needed to support military counter
insurgency programs, while the FY07 budget contained the programs needed to create
and sustain economic, political, and rule of law improvements.

We received $60.4 million in the FY 2006 budget, and an additional $1.6 billion
in the FY 2006 Supplemental budget at the end of FY 2006. Of total funding in FY 2006
(Base and Supplemental), we have obligated $1.4 billion (97%) for programs in the
security, economic and political tracks of the President’s strategy. Of this funding, more
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than $500 million is allocated to support programs coordinated by the Provincial
Reconstruction Teams (PRTs) to build the capacity of local and provincial governments
to provide services for the Iraqi people. Over $300 million is being used for programs to
enhance the rule of law; governance, civil society, and political party development; and
Iraqi ministerial capacity. Other programs in the FY 2006 Supplemental are also helping
Iraq improve the protection of its critical oil and electricity infrastructure.

NEED FOR FY 2007 FOREIGN ASSISTANCE

While we have applied FY 2006 funds to begin implementation of our new
strategy, we will need additional funds very soon. We have requested $2.34 billion in
Emergency Supplemental funds for FY 2007 and $1.37 billion for FY 2008. Delaying
funding of these programs or applying conditions on this funding would undermine our
ability to support our military counterparts and our Iraqi partners. Without funding for
our PRT expansion and programs to support economic development and assistance to
moderate Iraqi leaders, we risk achieving the unity of effort needed to be successful.

ACHIEVING SUCCESS

The President has made clear to Prime Minister Maliki that America’s
commitment is not open-ended. The Government of Iraq must, with our help, take the
lead in articulating and achieving the political, security and economic goals that are
essential to success.

As the Iraqis continue to make progress and increasingly assume responsibility
for the stabilization and economic development of their country, our commitment to them
must remain strong. The Government of Iraq must continue to foster positive
relationships with its neighbors and national unity must begin to replace sectarian
violence. The President’s New Way Forward in Iraq will empower Iraqis to take the
steps necessary, both politically and economically, to fulfill its commitments and realize
our mutual goal of a stable, federal, democratic Iraq, at peace with its neighbors and an
ally in the war on terror.

Thank you very much. I look forward to your questions and ideas.
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Mr. Chairman and distinguished members of the Committee. it is my privilege to
represent the U.S. Army Corps of Engineers (USACE) leadership and the
military and civilian members of the USACE reconstruction team. Thank you for
this opportunity to report to you on the Corps of Engineers’ role in the

reconstruction of irag. It is an honor to address you today.

Support to this country’s Global War on Terror continues to be the United States
Army Corps of Engineers’ number one priority. The $18 billion iraq
reconstruction mission has been one of the most extensive and challenging
construction programs of our time. To date, the Corps of Engineers has had
approximately 4,000 personnel deployments in support of the Global War on
Terror with many people volunteering for more than one deployment. These
deployments range from 120 days to a year or more. Consisting of both military
personnel and civilian volunteers, these men and women work in Iraq,

Afghanistan and Kuwait in support of the reconstruction effort.

When the USACE Gulf Region Division (GRD) stood up in January 2004, GRD
teamed with the Program Management Office (PMO), which later became the
Project and Contracting Office (PCO). The USACE Guif Region Division initially
served as the construction manager for the reconstruction program. in August
2005 GRD and PCO began to merge their organizations and responsibilities in
Iraq into one Department of Defense based organization responsible for

delivering program, project, and construction management support for iraq
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reconstruction as well as U.S. military construction. On October 1% 2006, GRD

formally assumed PCO responsibilities.

In November 2003 Congress passed legislation that created the iraq Relief and
Reconstruction Fund (IRRF). Since that time, PCO and GRD have managed
approximately $13.5 billion of the $18.4 billion appropriated for the reconstruction
of fraq. Of the $13.5 billion, approximately $9.1 billion has been allocated to
construction projects and $4.4 billion for non-construction materials, services,
and equipment in support of the reconstruction mission. GRD's largest sector of
reconstruction is electricity where we are delivering some $3.4 billion in
generation, transmission, and distribution projects. in the water sector, we are
managing the construction of $1.7 billion of projects, including water treatment
plants, sewage treatment, and irrigation. in the oil sector, we are managing a
$1.7 billion program, which addresses needs ranging from the oil field to the
export terminal. The remaining $6.7 billion has been ailocated to a wide range of
construction and non-construction projects in education, health care,

transportation, security, and justice.

Together over the past three years PCO and GRD have completed over 2,880
IRRF funded reconstruction projects out of a total planned program of over 3,450

projects. The remaining IRRF funded projects are currently under construction.
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To date, completed projects include thirteen refurbished hospitals that can serve
over 5,500 patients a day, new and restored water treatment facilities benefiting
2.3 million Iragis, over 250 border forts helping to secure more than 2,000 miles
of Iraq’s borders, and over 800 new or renovated schools serving 325,000
students. In addition, the reconstruction program has increased electric power
generation benefiting 1.3 million homes and increased crude oil production

capacity by 300,000 barrels per day over pre-war levels.

Since their inception, GRD and PCO have adapted to an ever changing and
challenging reconstruction environment. At the beginning of the program, most
of the work was being managed through large design-build and cost plus
contracts. This strategy was appropriate initially since it was not possible to
competitively advertise for local contractors or otherwise contract with lraqi
design and construction firms. As the reconstruction mission progressed, PCO
and GRD were able to contract more and more of the reconstruction work to Iraqi
firms. Currently over 75 percent of the Corps of Engineers’ contracts are
awarded to Iraqi contractors who not only employ thousands of Iragis but also
gain the expertise, capability, and experience needed to continue the

reconstruction of Iraqi infrastructure once the IRRF program is complete.

While there has been a lot of attention for a few projects experiencing problems,
it is important to understand that these projects are not indicative of the more

than 10,500 reconstruction projects (includes State, DOD, and USAID)

3
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successfully completed in Iraq. In fact, the Special Inspector General for Iraq
Reconstruction (SIGIR) has noted that around 80 percent of all the projects
assessed by his staff have met contract specifications. Since the SIGIR audited
projects that appeared to be having problems, it is conservative to say that over
80 percent of the Iraq reconstruction projects are successful. For the minority of
projects that are not successful, deficiencies are identified and corrective actions

are taken to insure that ultimately a quality project is delivered.

The Department of Defense has obligated virtually all of the IRRF funds
appropriated by the Congress as of 30 September 2006. The construction of
these projects is underway and will continue into 2008. GRD is also executing
reconstruction projects provided for in the FY06 Emergency Supplemental
Appropriations. These projects focus on the protection of critical infrastructure,
capacity development, and support the Baghdad Security Plan and Provincial

Reconstruction Teams.

Capacity Development has always been a high priority for the Corps of
Engineers, but becomes even more critical as the completion of the major
reconstruction program draws down. The Corps of Engineers has initiated a
number of major programs to train Iragis and enable them to effectively manage,
operate, and maintain completed facilities, systems, and equipment on a long-

term basis. More than 150,000 iragi government employees working at the
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national, regional, and local levels have received training to support the

sustainable operations of their infrastructure.

PCO and the Corps of Engineers work hard to integrate the local Iraqi workforce
into the reconstruction effort. Qver 1,000 Iragis are directly employed by GRD
and its contractors. These Iraqgis receive both classroom and on-the-job training
in areas such as project and construction management, administration and
business systems, procurement and contracting, and information technology.
Our Iragi employees are able to work extensively in the field, reducing costs and
our security footprint while providing acceptable construction results. These
efforts allow us to impart our skills and knowledge to local Iragis so that they can

assume more responsibility in these reconstruction projects.

The lragi women’s program has also been an integral part of the reconstruction
effort since September 2004. Through this program, specialized training in the
areas of leadership, management, and strategic planning has been provided to
over 1,700 Iraqi women. Additionally, over 200 Iragi women-owned businesses
were provided training on the U.S. bidding process, leading to the award of more

than 100 contracts to iraqi women-owned businesses.

The iraq Reconstruction program is yielding positive, tangible results every day
and has significantly improved the lives of the Iraqi people. Certainly, the work in
Iraq is challenging and difficult, but reconstruction efforts are a vital component to
fraq’s progress toward stability and peace. With your continued support | am

confident we will succeed.
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Rebuilding Iraq

hroughout history, the U.S. has
interceded on behalf of people in
countries affected by war or acts
of aggression. From the massive
reconstruction of the South after the
devastation of the American Civil
‘War to the rebuilding of Kuwait and

Iraq, America has played a strong role

in the reconstruction of the critical

infrastructure that is necessary for

ecopormies and civil services to grow
“and flourish.

Gsrmn citizen shovels debiis under sign for
Marshail Plan.
The Second World War was the most .
destructive and dreadfisl experience  The “Marshall Plan” or Eumpcﬁh
in.wotld history. Unlike the aftermath _Recovery Propram 6£4948, wasTirst
rld War I, Allied yictors : e 1947 by Secretary

iof State George G, Marshall, The

£ nd most successfyl
_reconstruction effort in history and
was sustained primarily by the U.S 1 ssist in pnblic
The famous Marshall Plan was 3 1 d reconstriiction projects. The
m provided $13 billion ($100
illion in'2005 dollars) to 16 nations. <
The Marshall Plan did not provide
assistance'to what became the eastern
blo¢ countfle&

R

Ten miltion Ciermans were homeless™
élieved that Japan could not evolve . and miltions of refuges Aotked to

¢ from a militarist, feudal  Germany in ‘1945, For twq Years,

modern demottacy. The main factor former German soldiers and Nazi

that restored I én’s economy was the. diehards condicted a limited but

business generated by the Korean War g

from 1950 t0 1953 ) o cont'donpgl2
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DEPARTMENT OF THE ARMY
QFFICE OF THE ASSISTANT SECRETARY OF THE ARMY
ACTRHSITION LOGISTICS AND TECHNOLOGY
103 ARMY PENTAGON
WASHINGTON DC 20310-0183

September 28, 2006

Yoday, with pride and with gratitude, we mark the milestone accomplishment of having contractually

obligated one-hundred persent of lrag reconstruction project funds entrusted to the Departmant of

Defensg through the frag Refief and Reconstruction Fund (IRRF}. | congratulate the United States Army
team—from the joint thealre and Army commanders and the Gulf Region Division of U.5. Army Corps of
Engineers in the fisid--to the various slements of the Depariment of the Army at the Pentagen, to our
intaragency paitners, the United States Department of State and United State Agency for International

Davelopment, and 1o the Government of irag on this historic milestone. | also commend to you the
¥

patriots, iving and deceased, mifitary and civil
dedi

tan, government and non-governmental, for their steadfast

ation and commiiment fo the recanstruction of rag.

Throughout the IRRF program, this team has proved fo be resourceful and resifient, while adjusting

1o every challenge presented by the evolving conditions in frag. The original postwar administative

agency, the Coalition Provisional Authority, created the Program Management Difice (PMO) to begin the
reconstruction planning efforts. In 2004, a presidential directive established the Froject and Contracting

¢ Office {PCO) as the successor organization to whom cur dedicated Army became the Executive Agent

responsibls for exacution. As reconstruction commenced, a new joint in-theatre condracting entity was

also ki , the Joint Contracting Command for raqy and Afghanistan, creating a central point
to coprdinate alf contract actions. During the same year, the PCO merged with the U.S_Army Comps

of Engineers' (USACE) newly treated Gulf Region Division (GRD) to create a strong management

partnership benefiting from over 200 vears of USACE construction experience. As the PCO nears the

end of ifts songressional guthorization, the Corps of Engl

wears will anage the remaining reconstruction

until ait projects are completed,

This report tooks back over the last two and-a-half years and captures the historic and magnificent

accomplishments of the U3, reconstruction effor! in irag. 1 also looks at the effects these projacts bave

had on fraq's foundation for thelr fufure. We also thank the United States Congrass for thelr genevous
support and congratulate the Administration for proposing this ambitious and imporiant endeavor. it has

been my distinct honor and privifegs io assist this affort,

C lnascter W A otlEnr,
Claude M. Botton, Jr.
Assistant Secretary of the Army
{Acquisition, Logistics and Technology)
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“We continue to make great progress on reconstruction; however, { want to emphasize that none of our
achievements would be possible without the continued superb performance of our Soldiers—the centerpiece
of our Army. The nation and the free people around the world sleep better tonight because of the
willingness of our Soldiers and their loved ones 10 endure hardships so that others might have a brighter
future, specifically, a free and democratic Afghanistan and Iraq.”

raq’s reconstruction is the largest and
most complex reconstruction program
undertaken in a single country. The
expectations of the governments of
Iraq and the United States, and their
citizens, have placed great pressures
on everyone associated with the
reconstruction effort to act quickly and
effectively o complete the mission.
The foundation for democracy in
Iraq is dependent on a functioning
infrastructure that provides essential
services to the 'pcnple of Iraq.

Most programs and projects funded

by the Iraq Relief and Reconstruction

Fund (IRRF) will be completed

and turned over to Iraqi authorities

by the end of 2006. The Project

and Contracting Office (PCO),

the Joint Contracting Command

- Irag/Afghanistan (JCC-I/A), and

the U.S. Army Corps of Engineers

- Guif Region Division (GRD)

program managers are engaged

in a joint enterprise with Iraqi

officials in the completion of key

reconstruction initiatives. With nearly

80 percent of projects completed,

the U.S. reconstruction program in

Iraq is meeting its obligations for

sustainability and transitioning assets
Yo {raqi authorities.

Dr. Francis I. Harvey, Secretary of the Army

A

One of usts of Saddam Hussein being
removed from the Presidential Pajace in October
2003.

U.S. senior advisors arrived in Iraq

in April 2003, and were shocked

by the state of disrepair of the
infrastructure—not from bombing
damage during the war, but from

the nearly 30 yeats of neglect under
Saddam Hussein’s rule. Power plants
had not been maintained, roads and
bridges were in poor condition,

many schools were dilapidated, and
potable water was scarce. No sewage
treatment plants were operational

and raw sewape was routinely
discharged into rivers and waterways.
Saddam Hussein had clearty placed

a low priority on maintenance

of infrastructure facilities while
demanding that these systems deliver
needed services to at least a portion of
the population. Looting was on such a

massive scale after the fighting that
whole buildings were dismantied
piece by piece with all of the
machinery, copper wire, and other
fittings being stripped and removed.

In May 2003, the Coalition
Provisional Authority (CPA)

was established as a temporary
goveming entity to provide effective
administration to the Iragi people
during the transition to a new Iraq
govemnment.

The CPA established the Iraq
Program Management Office {PMO)
o manage an additional $18.4 billion
appropriation by the U.S. Congress
{after a previous appropriation of
§$2.5 billion in April 2003) for the
security, relief, and reconstruction of
Iraq.

Along with the U.S. Agency

for International Development
(USAID), the U.S. Army Corps of
Engineers and other organizations,
the PMO began the process of
overseeing efforts to restore essential
services, provide security, and
enable economic growth and self-
govemance.

S
L ]



The CPA went to the U.S. Army for
assistance in contracting and program
management, The Office of the
Assistant Secretary of the Army for
Acquisition, Logistics and Technology
{ASA(ALT)) developed an approach
that would draw considerably on the
U.S. private sector and engage the
Iraq workforce to the fullest extent
possible. This huge project was staffed
by blending military personnel, U.S.
government civilians, and contractors.
These individuals worked closely with
fraqi ministry personnei and with other
U.S. government organizations.

In October 2003, almost six months
after the establishment of the CPA, the
United Nations/World Bank Joint Jraq
Needs Assessment and CPA estimated
that more than §55 billion would be
needed to re-establish Iraq’s critical
infrastructure.

On June 28, 2004, the CPA transitioned
governing authority to the Iraqi Interim
Govermnment. The U.S, Department

of State (DoS) established the U.S.
Embassy in Baghdad the next day and
diplomatic relations with the new Iraqi
Interim Government began. The Iraq
Reconstruction Management Office
(IRMO), under the Chief of Mission,
began working closely with the
fledgling government and helped the
new ministries find direction.

Also in June 2004, a presidential
directive established the Project
and Contracting Office (PCO) as

a temporary Army organization to
provide acquisition and management
support services for Iraq’s
reconstruction. In January of the next
year, Secretary of the Army, Francis
1. Harvey, delegated oversight of the
PCO to Claude M. Bolton, Jr,, the
Assistant Secretary of the Army for

Acquisition, Logistics and Technology
{ASA(ALT)). Contracting authority
was also consolidated within the Army
headquarters under ASA(ALT). Of
the $18.4 biltion supplemental budget

Handover ceremany for a new lraqi facilty.

appropriated under the iraq Relief

and Reconstruction Fund (IRRF),

the PCO was responsible for roughly
$13.5 billion. A significant portion of
those funds, $4.2 billion, was slated
for purchase of non-construction items
such as materials and equipment, as
well as training and procurement for

Iraq’s security forces.

Since the first contract was negotiated,
PCO has been responsible for
managing the start-up of more than
3,400 projects under DoD’s portion of
the IRRF. Onee a project has started,
the GRD quality assurance and quality

contro} inspectors step in to work with

contractors to ensure that each project
mects specifications. Transfer of
completed projects to the Government
of Iraq is completed in accordance
with IRMO’s Asset Recognition and
Transfer process.

PCO and GRD consolidated in
December 2005, with GRD taking the
leadership role in construction and
project management under ASA{ALT).
In October 2006, GRD was formally
identified as the successor organization
to PCO upon its expiration in May
2007.

As the PCO/GRD, Joint Contracting
Command - Irag/Afghanistan (JCC-

LI/A) and ASA(ALT) team complete the

mission set forth by Congress, other
'U.S. agencies such as USAID and

DoS will continue to strengthen Iraq’s
governauce capabilities and its social
institutions. Infrastructure, capacity
development, strong institutions, and
security are helping to foster conditions

for democracy and free markets.

Ligutenant General Strock (41 from right) arc
team of engineers inspect power plant.
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1t was a Saturday moming and the
last stragglers wefe arriving after

the familiar trek down the long
corridors at the Pentagon. Tina
Ballard, the Anmy’s Deputy Assistant
Secretary for Policy and Procurement
(DASA(P&P)) had called this meeting
to talk about how they were going to
do the impossible.

Ambassador L. Paul Bremer 111,
““Director of the fraq Coalition
ProVisional Authority (CPA), which
oversm“f\‘rrag at that time, had
requested that the, Army develop

solicitations and make.awards to

design/build contractors to begin the
ctask of building Irag’s infrastructure.
. Nont 1ty solicitations-of that Size

potential bidders could ask qués;ions.
Inthe follo‘wing weeks, the group
developed rcq;mstﬁ for proposals givin|

‘the‘engineering and constriction
communities.
jooked across’t

The Deputy Secretary of Defense
delegated the executive agent
responsibility to the Department of
the Army for the acquisition and
program management support for
the security, humnanitarian refief,

and reconstruction mission in Iraq.
The delegation required the Army to
provide contracting services for post-
war reconsiruction operations under
the CPA. A team deployed to Baghdad

In November, 2003, the wave broke
when the U.S. Congress added $18.4
billion to the original $2.5 billion to
rebuild the Iraqi infrastructure. The
Army was responsible for $13 billion
of the appropriation.

‘When the Iraq Relief and
Reconstructing Fund (IRRF)
appropriation became available,
the contracting team faunched the

to assess the situation on-the-ground.

“Upon their return, several contract

speeialists were sent to Baghdad to

begin providing contracting support to
the CPA and to report on the efforts to
train the new Iragi army.

AL over. .

Hard éxjd het tear
Army to get the best

organizational plan they had developed
at DAU that called for a blended staff’
of U.S. government civilians, military
personnel, contractors and personnel
from the Iraqi ministries.

bidders j days to respond. aders and broﬁghf e;/érybne together.
’ the Defense Acquisition'Univeréity
(DAU) for a large planning session.

All of the arméd services weré

¢d-all of the proposals

represented.




Responding to this complex environment

and the need for a unified contracting
structure, Brigadier General Stephen M.
Seay (Ret} developed the concept of a
joint contracting center. His replacement

JCC-I/A has awarded approximately 80%
of all IRFF reconstruction contracts in
Iraq. Today, the command comprises over.
200 people serving in two countries and .
enjoys the support of all the armed fnrce\s:

in January 2005, Major General John
Urias, developed this structure into the
Joint Contracting Command ~ Irag/
Afghanistan (JOC-I/A).

Electrical power generation construction project at Khor Az-Zubair Power Plant near Sasrah
essentially doubled power generated at this plant through engineering, instafiing and com-
missioning two turbine/generator units.

PRODUCTION YEAR 2 CLOSE OUT YEAR 3

START-UP YEAR 1
3200 Projects "}

Neads

Assessments Adjust Security

Negotiato ]

o poaear 0 Contracts et Dovelop
Projacts end Dollars Projects Completion Plan

Estabish

Logistics Optimize Draw Down

Build a Staff Projects esouress
Develop Close-out

D

Design and Start Tf;:f"l‘;‘; Procedures

Projects
Train Iragis for
Project Turnaver

Year ‘04 Year ‘05 Year '06
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fier the fall of Baghdad in April
2003, U.S. engineers were ab)e“to . Loy L R - ‘
closely nspect Iraq’s infrastructure The‘ challenge of rebuilding Iraq goes - Iragi and foreign fighters who comprise

and fdﬁhdxﬂxe capacity for electrical beyond ing power and pumping' - the insurgericy have impacted the
POWET gent il producrién, : il. This includes rebuildihgfa‘éulmre‘ - reconstruction projects by an estimated
water purification and sewage ﬁa.ndling“i of mai >-that was gradually lost - 10 to 12 percentoverall. When Iragis
greatly. dirninished. Power plants were - during the embargo years. RCO/GRD " ‘and thi¢ Coalition forces became targets
ted ‘and poorly maintained realized that some of thie riore complex: of the insurgents,.funds that were
“while 1o ers-had stripped sub: . projects-would not be sistainiable, " intended to support the reconstruction
of copper-cablés and other vatuable after hand over, PCO/GRD advocated . effort were used to keep people safe
+-assets, Oil prpductidn was inefficient.  strongly fora holistic approachfo . from kidnappings and attacks.. Work
-~at best and sewage backed up into develop the capacity necessary for was curtailed in some cases to make

many sireets. Iragi banks were almost  the Iraqis to take over the day-to-day funds available for additional security;
non-existent, government and police operations and maintenance of critical  however, not all areas required a high
protection had disappeared, commerce".  infrastructure, PCO/GRD developed level of security. In lower risk areas,

was mm‘ibu‘hdwd people were: a robust training program at the work progressed intensely. An Office
growing despetate for food and clean facility level, targeting I}aqis while of the Special Inspector General for
water: Iraq was oy completely failed working with other U.S. Government  fraq Reconstruction survey estimated
state” according to a former U.S. organizations to identify needs within " that security costs represent 12.5
deputy defense secretary who visited .~ the ministries necessary to support percent of the total projcct costs.
there in June 2003. sustainable operations.

m
[ ——————



Iraq’s electricity infrastructure was
left fragile after decades of neglect
under Saddam Hussein’s regime. No
new power plants had been built since
the 1980’s due to a limited long-teom
system strategy. Normal plant life

is 25 to 30 years in ideal conditions;
however most of the existing Iraqi
plants were over 25 years old.
Management and Operations and
Maintenance (O&M) practices were
very poor. Existing power plants were
operating at their limits with little
effective maintcnance. During the
last two years of Saddam Hussein’s
rule these plants received little or no
maintenance, or replenishment of
vital spare parts needed to preveut
significant periods of downtime. In
addition, the monitoring and controt
systems were out of date and in poor

condition.
The CPA initially had the challenge
of bringing existing electrical power
generation facilities back on line,
Key institutions and services such

as hospitals, factories, ports, and oil
infrastructure depend on electricity to
function.

The U.S. has since developed new
electricity generation, transmission,
and distribution systems while
expanding the capacity of existing
systems throughout the country, with
the objective of providing equitable
access to power for all the people

in Iraq. Over 2,500 megawatis of
eleciricity will have been added at
the end of the U.S. reconstruction
program. Automation and contro}
equipment will have been added to
modemize the monitoring systems and
to increase efficiency.

By the summer of 2006, the combined
effort of PCO/GRD and USAID had
pushed the level of production to
consistently surpass pre-war power
generation capability.

Oil is the mainstay of the Iragi
economy. Iraq’s oil deposits are vast——
the second largest crude oil deposit in
the Middle East after Saudi Arabia.
Over the past decade, oil production
has risen and fallen on the intentions
of the Iraqi government. In 1991,
after Operation Desert Storm, oil sales
were restricted by UN sanctions to
stop Saddarn from using oil revenue
to rebuild his military or to obtain

et 0445 ——_S T ————— ]
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weapons of mass destruction. During
sanctions, oil production ranged from
0.5 t0 0.6 million barrels per.day

(mbpd):

+

After sanctions in 1997 and 1998,
Iraq’s oil production ranged between
1.2 mbpd and 2:2:mbpd. As Saddam
entered irito each of the three recent
wars, he drove oil productionto
unisustainable fevels to generate cash.
For example, in 1979, just prior to the
Iran/Iraq war, oil production spiked
at 3.7 mbpd; prior to Iraq’s invasion
of Kuwait, oil production spiked at
3.5 mbpd;-and prior to the Operation
Iraqi Freedom in 2003 the level of oil
production was about 2.6 mbpd.

The recent completion of the al-Fathah
oil pipeline crossing over the Tigris
River (see photo above), along with
the expected completion of a related

o 40-inch pipeline, will increase fraq’s

00340000 e —————— e
L e e e————

export capacity through Turkey—
provided the infrastructure is:not
attacked. The off-stiore gil loading
*‘terminals are being upgraded to
_improve export loading capacity while
capacity development programs for the
oil ministry are iniproving maintenarice
practices. . :
- -An important and closely related
interface is the electrical pbwer system,
which requires crude oil or natural
gas to power the generating plants. A
failure of one component in the system
creates a related problem elsewhere in
the systemn. Forexample, the electrical
“pawer grid is dependent upon fuel
from the oil and gas system, while the
oil field production facilities require
electrical power to produce the fuel.

iraq had approximately 240 hospitals

and 1,200 clinics before the war began
in 2003. The Iraq healthcare system
had not been managed well for two

decades. High quality medical services
were limited to only certain facilities.

.No new. hospitals had been built in 20
‘yeats while the population in Iraq has

tripled. Over half of the public health
centers deteriorated and closed prior ta
2003.

The healthcare system in Iraq is
undergoing a systematic change.
Formerly, one large centraf hospital
would serve a diverse and widespread
group of communities—some quite

far away. Under a new decentratized
system, smaller but more accessible
public health centers will serve the
nearby communities for all but the most
serious ailments. Community health
centers will be focused on prevention
and healthy practices. A primary
healthcare system will help to improve



2006 and has begun fimited dperations.

Massive Water treatment plant under construction in Erbi, Irag. The plant was completed in July

the health of the nearby c ities
and will provide a sustainable delivery
system.

IRRF is funding projects that include
the constructing and equipping primary
healthcare centers. The Iragi Ministry
of Health has already received $33.8
million in medical equipment to help
upgrade the care provided in existing
and new facilities thcoughout the
country.

The amount of potable water available
prior to the'liberation of Iraq is
unknown, In April 2003, when U.S,
engineers were on the ground, it

was clear that many of the country’s
water treatment plants were in serious
disrepair and many Iragis were
receiving water that was inadequately

d. To date, U.S.
funded projects have provided the

treated or ¢

capacity to serve an-additional 4.6
million Iragis with potable water and
an additional 5.1 million Iragis with
improved access to sewage treatment
services. These numbers will continue
to grow as water treatment facilities
now under construction become
operational. By the end of the
PCO/GRD reconstruction program,
additional capacity improvements
will benefit approximately 5.2 million
Iragis. When all U.S. agencies are
considered, 8.4 million Iragis will
potentially benefit.

PCO/GRD has completed over 200
potable water projects to date and
around 150 are under construction,
Ten sewage projects have been
completed and 10 are underway, along
with projects aimed at improving

the country’s rescrvoirs, dams and

irrigation systems, Total IRRF
spending on water related projects is
$1.7 billion. .

1n an effort-to provide Iraqis with

the means and ability to carry out

. sustained operations at an acceptable
b level of service, the water sector

has set aside $116 million through
a sustainment program for parts,
consumables, on-site technical support

E and capacity development.

PCO/GRD and JCC-I/A has been
open to external review since the
beginning of the reconstruction
effort. A number of different audit
and assessment organizations have
reviewed the U.S. management and
implementation of the reconstruction
program, PCO/GRD and JICC-VA
welcome and support oversight,
and have partnered with auditors to
enhance the reconstruction mission.

An Iraqi construction crew builds a
project faundation.
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1} of the Defense Department’s
(DoD) portion of the IRRF ($13.5
billion out of $18.4 billion} has
been obligated and over 70% has
been disbursed.

The Iraq reconstruction effort

is unprecedented for its size,
complexity and risk. Given the
magnitude of the program, the
high levels of technical, schedule

and cost uncertainties, and the

need for flexibility to adapt to contractors have awarded over 800
the changing environment, DoD subcontracts to U.S. businesses and
and federal acquisition experts over 1,100 subcontracts to Iraqi

PCO/GRD hes sought to maximize

determined that Indefinite Delivery/ ' )
the use of Iraqi firms wherever

Indefinite Quantity (IDIQ) program
management-and design/build

firms (See table on page 16).

‘possible to help restore Iraq’s
. olitical and ecoriomic stability.

contraéts would be the best vehicle F R C : ty 5

< L .. We continue to shifi our acquisition

for accomplishing of mission. . X

strategy as construction-continues

and Iraqi firms’ technical and

management capacity stabilizes.

_ The program management and
design/build contractors receive
incentives through their award fees
for suceessfully subcontracting to
and developing the eapacity of Iraqi
firms. As of September 2006, these

i .
5 :
L e



Several innovative contracting
programs have been adopted to
help boost Iraqi employment and
involvement in reconstruction.
These include the Commanders
Humanitarian Relief and
Reconstruction Program (CHRRF),
the Commander’s Emergeney
Response Program (CERP), the
Rapid Contraceting Initiative
(RCI), and the Accelerated Iraq
Reconstruction Program {AIRP).

CHRRP is a $172 million effort
which matches Government of
Iraq funds with IRRF to quickly

Iragi vendors meel with USG representative
during bidders meeting.

oot ————————————————
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rebuild essential water, sewage
and other services in Baghdad by
using local resources and labor.
The program stresses smal} scale
economic development projects
that impact the lives of individual
Iragis by creating a more secure
environment. CHRRP projects
are required to follow federal
aequisition rules and contracts are

competed on an open basis.

Under CERP, commanders on-
the-ground are allocated up to
$200,000 to quickly address
immediate Ioeal humanitarian
problems, such as repairing
electrical lines or getting clean-
water services established quickly.
Initially, CERP funds were drawn
from Iraqi seized assets, but the
program has proved to be so
successful that the U.S. Congress
appropriated additional funds to
continue it. Millions of dollars
were spent on 1,000 water and
sewer projects to prevent the spread
of dysentery, cholera and other
diseases and to provide clean water
to Iragi citizens. Bridge, road, and
school construction is also funded
through CERP.

In May 2004, two engineers
developed a contracting strategy
which used local Iragis familiar
with the neighborhoods to complete
small projects such as running
overhead electrical lines. The
initiative grew to encompass a
total of 250 construction projects
employing over 5,000 Iragis, RCI
provides hands-on training to
Ministry of Electricity engineers
who will need to operate and
maintain these projects after their
completion.

Under AIRP, contract teams were
deployed to ten key cities to define
high economic impact projeets

in the areas of potable water,
solid-waste disposal, health and
transportation. On-site assistance
by these teams greatly accelerated
the funding process. The intent

of this program was to quickly
implement projects that would
immediately improve the daily lives

12
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of Iragis, create jobs and provide
additional security. Most of the
projects were completed by the
spring of 2005.

PCO/GRD has successfully
implemented another type of
partnering effort in which the Iraqgi
ministry agrees to finance, plan,
solicit (through open bidding),
select, build and operate various
infrastructure projects. PCO/GRD
reimburses the ministry when
agreed upon benchmarks are
achiicved. Unlike AIRP and the
other contracting strategies that
rely hea‘}ily on U.S. involvement,
these grant agreements depend

on ministry staff to bring out

indigenous resources to implement

the program. No .S, contractors,
managers, or engincers are on-
site, other than GRD to inspect the
quatity of the construction, thus
reducing life-support requirements
to housc and feed U.S. workers

and minimizing the opportunity for

Major General William H. McCoy Jr. {2005-2006),
Commanding General, Gulf Region Division and
Diractor, Project and Contracting Office signing a
grant agreement in Baghdad.

)

23
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terrorist’s attacks—Iraqi workers
have proved to be less of a target
than Coalition contractors.

Grant agreements successfully
executed include four bridges and
three major roadways. These
partnerships boost the local
economies, provide valuable
experience for Iragi construction
firms, and save the American
taxpayer millions of dollars.

T
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a . Army Maj. Gerr. Daniel Long, Direc
and Mr. Jasir M. Jaa'ar, the lragi Minist

o

q ice (2005)
nstruction and Housing {MoCH) foliowing the

official grant agreement ceremony. The $1,548,795.00 check was the first reimbursement payment
under an agreement ta partner with the MoCH in undertaking iraqi infrastructure projects.




The tabie below describes the level of accomplishment over pre-war levels in each of the vital services.
(as of Sept. 2006)

Day (MBPD) production.
No maintenance

Facilities aging and inoperative
wells

Infrastructure What We Found Immediately Current Progress
Sector After the War
Electricity 3,300MW being produced 1,420 MW capacity added
7.000MW potential increased power generation benefiting 1.3 million
Entire distribution system faiting. homes ) )
No investments, na maintenance gr:ngc\;'eodm!isectncny Distribution fo approximately
Hours of Power: 11 nationwide, 6.3 Baghdad {(Aug
Average}
Qif fn 2002 - 2.0 Miflion Barreis Per 2.5 Miltion Barrels Per Day (MBPD) production

capacity (2.2 MBPD current actual production}

Liquefied Petroleum Gas {(LPG) production
capacity of 1,200 Tons per Day

Water & Sewer

Capacity unknown at that ime
Entire system under maintained or
inoperative

in Baghdad, nc working sewer
system — raw sewage dumped in
Tigris River

Added 407,000 cubic meters per day of water
treatment capacity (benefits an estimated 1.9
million {ragis)

Basrah City sewage treatment project nearing
completion.

Facitities in disrepair

Open borders - na operational
border forts

Heaith No new hospitals build in 20 years Six IRRF funded Primary Heaithcare Centers
while population tripied {PHC) compieted (three of these are open). 66
Over haif of public heaith centers PHCs are under construction
were closed for poor maintenance 11 hospitals renovated, serving approx. 5,500

patienis/day

Education Approximately 13,000 schools 834 schools providing classrooms for 325,000
10,400 in disrepair grade school students

Security & Potice force marginatized by 342 poiice facilities compieted

Justice leadership

248 new border forts completed, helping to secure
some 2000 miles of iraq's borders

Transportation &
Communications

34,586km of paved roads
6103km of village roads

No emergency response system

217 km of village roads added

Provided emergency response dispatch system
(9-1-1 service) covering 12 miflion fraqis in 15
cities
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Oil pipelines being extended
across the Al Fathah river.

ven prior to the fall of Saddam
Hussein in 2003 (Operation
Desert Storm, 1991), civilian and
Army engineers were on the ground
in Kuwait and later in Iraq to take
on the engirfeering challenges

the post-conflict environment
posed. Various U.S. Ammy Corps

of Engineer (USACE) division

and district-employees in the U.S.
formed task forces which dealt
with oil production and electricity
generation. Other engineering
teams were operating throughout

Iraq assessing projects, developing:

courses of' aétion, and initiating
contracts during the early days of
recotistruction.

On Jarivary 25, 2004, these
individual engineering efforts were

brought under one command with

the formation of the Gulf Region
Division (GRD). The command
was developed to provide
construction management services

to the CPA/PMO.

The USACE expéerience in Kuwait

during and following Operation
Desert Storm provided valuable
lessons learned according to :
Major General Ronald L. Johnson,
Deputy Chief of Engineers and
Deputy Commanding General-of
USACE. The niumber one lesson
was to withstand the temptationkto
think that the Corps could manage
the operations from afar, maybe
in a safe haven, This was not the
best way to go about setting up

a new division that covered the

catire Persian Guif Region. Maj.

Gen. Johnson said he wanted to
have capabilities to respond where
we needed to make a difference,
and for him, Iraq was the place to
do that.

Both the CPA/PMO and PCO
organizations had been tasked with
fitting together the various sectors
of reconstruction and integrating
program management, project
controls, quality assurance and

quality controls.
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Report shows prime confracta in ki el apd Coafifon frms dmd meording the number

tnclided which schools would be

renovated and.in what opdér The

The USACE staff joined other Dol

: total number of projects on the
teams; USAID and contractors in

list-incressed over tifneas Dol
an all gut effort o identify priority sought additional opportunities for
projects i frag, iocaldragidinvolvement. Once the
plan was approved by the Office

of Management and Budget, the

The first plan called for more feam conducied an intense effort
than 6,000 projects, but was later to develop an integrated Program
reducéd to 2,311 projects when Muanagenient Plan to oplimize
the President signed the $18.6 the various contracts about 1o be
billion supplemental bill for ragq awarded. Under a full and open

reconstruction of .. Sompetition, contracts worth more

2003, This plan called for Dol than 85 hillion were awarded in
to spend about $12.3 billion in record time. Despite the high dollar
constructinmand another $6:4 vikie and the Speedrequired to put

billion for training, equipment and  contractors in Irag quickly, there
other non-construction items: was only one profest in hundreds ;‘“ﬁﬁ’"y W”z’;ﬁf:’ wd

: B LG 95 DOMIBrS.
g of bids for thosé first contracts
The spending plan was ve :

. . . awarded.
detailed. For example, the plan




95

Rebuilding Iraq

and Interface Plan (CD Plan), as
shown in the figure below.

W Formal classroom training
sessions and daily on-the-
job training sessions, with

. These levels range from the specialized training sessions

apacity Development (CD) & ) P X i € K

development of policy and held in locations outside

strengthens the human and . LT i

L s regulations to training individuals Iraq, when appropriate;

institutional capabilities to support a .

L. at facilities on how to operate and . R

society in its development of a more o R . W Regular meetings with

. maintain new pieces of equipment. . .

secure and sustainable economy, L facility and ministry staff

. In order for reconstruction in Iraq . .
government, and infrastructure. concerning ongoing work

) A L. to be successful, CD must occur at oo

This process is a critical component . and planning;

£th 1 infrastructu all five levels concurrently. This

of the overall infrastructure ) L. ioi

requires a great deal of coordination W Provision of a number

rcconstrlfctxon mission; therefore, between all parties involved of deliverables such as
CD requu’ementvs were passed including U.S. Government operations and maintenance
dov\fn o the van.ous contractors organizations, contractors; and the: manuals, preventive
for implementation. The CD Iragi Government. : maintenance manuals, spare

process: is defined by five distinct
levels laid out in'the Iraq Capacity
Development PCQ Management

.#PCO/GRD’s primary CD role is

parts lists , and iltustrated
parts guides translated into -
Arabie; and

‘atLevel 5, faciiitating‘ Conditions:.

Level for the successful and‘sustainable’: k W Operational testing and

Poficy handover of completed facilities; .~ - " . commissioning.
[N systems, and ‘€quipment 1o the = = .

Lavel 2

i Laws and Regulations Iragis. The simple objéctive wasto

PCO/GRD also conducted some

make sure the Iraqis were tfained . .
activities at Level 4 by training

Level 3

and able to operate and maintain
Inter- Organizationat

ministry staff in new business and

~ these systems over the long-term.
"PCO/GRD and its contractors
successfully completed their role

administration systems necessary
for plant operations. For example,
through the Capacity Development
Initiative, PEO/GRD and its
contractor provided more than

at Level 5 through a number of
activities including:

7,000 instructional hours to over

LEGEND

Poizy 6
Direcion,

g 3
o

Intermatian.




Greetings,

The most important event happened when a new light shined down on our beloved country when the last regime fell.
I am Petro, bom in Baghdad 1960. My first graduation was in 1981, Schoo! Of Technical Education. I started my work
life as a teacher, In 1989, I started a new book store. [ use to import goods so I had to go abroad attending many fairs. My

second graduation was in 1999, Baghdad University/ English Department. After graduation in 1999, I opened an institute for

teaching languages and computers.

Recently, | established a company for general trading construction. [ have started this company but couldn't get any

contracts for many reasons; one of them is we as women are use to facing a very big problem competition with men. Our

opportunities for doing business were very little.

One day, my best friend informed me about the PCO and their Women’s Issues Coordinator who will help us. T can say

that our work has flourished. Her women’s conferences made me acquainted with many women and companies. The first

conference we were only 10 or 12 women. In that conference I got two benefits: first | was acquainted with one of the

members of the Corps of Engineers who help me to fear many things about their website and how to submit my offer to

them and how to win the bids. Second I got to know a very nice and good lady who is the bass of The Professional Women

Association. She invited me to participate with her association. This field was very new for me but I got a fot of knowledge

fromit. .

Through the women’s conferences, we leamed how to deal with the bids and the way we can contact the companies, also our

company’s data was published for all American companies.

7,000 instructional hours to over DoS/IRMO and USAID,

300 Iraqi Ministry personnel in the  have the primary role for

areas of operation and mainienance, implementing CD activities at
planning and budgeting, finance Levels 1,2,3,and 4.

and administration, project

management, water quality, PCO/GRD and its contractors
baseline assessments, mini-master ~ worked hard to integrate Iraqi
planning, and communications women and women-owned

and public awareness. Other U.S.  businesses into the reconstruction

organizations, such as the process. A series of conferences

Petro
General Manager

were held to assist Iraqi women-
owned businesses to better
understand the bidding process
and to network with other wornen-
owned businesses. In one sector
alone, these conferences served as
forums to train 250 Iragi women-
owned businesses that led to more
than 100 contracts being awarded
for substantial construction-related
work.
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fter the fall of Baghdad in April
2003, US

examine iraq’s only deep water

engincers were able to

ports at Umm Qasr and Khor Al
Zubayr. They found the channel
partially blocked by 19 ships
submerged or partially submerged
from previous wars, the docks
littered with 30-year old cranes
and broken equipment, warchouses
unsecured and decrepit, and no

electrical service:

PMO and‘USAiD were ta
with preparing the ports to téceive

geeangoing fréighters and {atkers,

reconnsdt the port to the power

gridy provide secure warehouses

and logistics facilities at Basrah

“and HBaghdad airports, establish a

central warchouse at Abu Gliraib,
and coordinate a customs cledrance

process for exempt goods extering

the countiy-~all while terrorist

attacks increased:

Through an ongoing and

coordinated effort with USATD,
PMO;and the United Nations

Uninading vehicles at Al Basrah port.

Development Program, Iraqi funds
were used to dredge the port,
remove the partially sunken ships;
and refurbish the carge ha‘ﬂdlihg

Ta

When the rapid establishment

of Traqi security forces bécame
the highest priority; PCO/GRD's

lo

ics team wag asked by the

@

Muliinational Security Tragsition
Command-Irag (MNSTC-I) to
assist them by feceiving and
transporting pelice cars; trucks,
protective hardware, and other
iterns required, PCO/GRD
quickly expanded its facilities to
acconunodate the-added cargo.

MNSTC-1 now receives more

% of the goods they order
through the PCO/GRD'S logistics
facility for delivery to police and

military forces across Irag.

From the warchouse complexes
atthe airports and other storage
locations, cargo that includes
eveérything but construction
material and military hardware ix
transported by truck convoys and
trains manned by contractors and
protected by non-military, mostly

Tragi, security forces, About eight




convoys a day averaging eight by $300 miltion in 2006. In support commaodities; provide
trucks move across Traq. Convoys  addition to reconstructing various  accountability for goods purchased
are monitored by tracking devices ~ warehouses, the LMCC developed  through multiple funding streams;

attached to thé trucks. Through movement accountability databases track goods entering Irag; and
real-time transponders, signals are  for millions of tons of cargo. employ, train and mentor Iragis in
simultaneousty monitored by the all functions of running a national
U.S. military and the PCO/GRD’s logistics operation. All of this is
Logistics Movement Coordination being accomplished with a staff of
Center (LMCC). When a convoy is eight to fourteen people.

attacked, its location is immediately
known and quick reaction forces
can respond while medical
evacuation units are notified if there
are injuries.
Despite the neglected logistics
In 2005, the cargo volume handled infrastructure, PCO/GRD has
by PCO/GRD’s port contractors been able to establish a consistent
exceeded $3.2 billion worth of flow of non-construction goods,
goods and is expected to increase security hardware, and life-

A truck eonvoy prepares fo move
reconstruction cargo.

e S ST RN
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his map represents over 11,000 Iraq construction and renewal projects from various DoD civilian and
military programs. Completed projects are represented in green, ongoing in yellow and planned in red. The
programs represented include the Irag Relief and Reconstruction Fund, Marine Corps’ Construction Program,
Operation and Maintenance Aceount, Commanders Emergency Response Program, and the Accelerated Irag
Reconstruction Program. The map indicates projects in the Facilities and Transportation, Electricity, Oil, and
‘Water sectors.
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cont’d from pg.1

deadly terrorism campaign against aid
workers, German collaborators, and
occupation {roops.

During this three-year war, Korea
witnessed devastation on a massive
scale as armies advaneed and fought
across the'same area several times.
A million Koreans died in the war.
Additionally, a third of Korea's
* homes, schools, buildings, roads and
infrastructuré was seve’r,e}y diamaged.
. “The U.S. Afmy was the lead agency
for the reconstruction programs. Once
i reconstruction began, South Korea
«experienced widespread recovery ina
short period of,time,

project management work. All costs,
Fleeing lIraq forces destroyed oif wells  indfuding U:S. government time and
or set them ablaze—turning Kuwait participation, were paid by the Kuwait
into an environmental catastrophe. povernment.
The desperate troops destroyed all
buildings, roads, and structures,
setting traps and leaving mines.
America provided contracting and
engineering expertise to the Kuwait
reconstruction effort and quickly

procured and oversaw contracting and

An oit fire in Kuwait following retreat of irag
Jorces at the conclusion of Operation Desert
Storm 1991.

UW.8. forces prepare a Iioaiing bridge across
the Han River in South Korea after the
«conflict there.
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President Bush
appointed L. Paut
Bremer 1 to be the new
top civilian administrator
of reconstruction in

lraq. Bremer was
ambassador at- farge
for counterterrorism
during the Reagan
Administration

Coalition Provisional
Authority established
under Ambassadar
Bremer’s signature.
{CPA regulation #1}.

Congress passed PMO issued PMO’s Program
PL 108-108, which thousands of Management Pian
was an emergency Request(s) approved and

suppiemental
appropriations act
for the Department.
of Defense and for
the Reconstruction of
Irag and Afghanistan.
This law provided
$18.4 billion and was
entitled the Relief
and Reconstruction
Fund (afsa known

as IRRF2, because
of the earfier
apprapnatian in
2003.)

(RFP) for
contracts,

for Propasal

distributed,

President Bush orders the
establishment of the Project and
Cantracting Office (PCO) with
Nationai Security Presidential
Directive #36. it also directs

the termination of Coalition
Provisionat Authority on June
30, 2004. This directive also
created the irag Reconstruction
Management Office {{RMO) a
temporary organization in the
State Department and under the
Chief of Mission's authority,

The Coalition Secretary of the Maj. Gen.
Provisional Authority | Army, Francis Daniel Long Jr.
disbanded and J. Harvey, assumed duties
sovereigrity was delegated as Director of
transferred to a new { oversight and PCO from Mr.
iraqi government. authority of Charles Hess.
Project Management | the PCO to Maj. Gen. Long
Office (PMO) Mr. Claude M. had been serving
dissolved; Project Boiton Jr. serving | as deputy
and Contracting as Assistant director.
Office {(PCO} Secretary
established with of the Army
same function and {Acquisition,
staff. Logistics and

" Technoiogy).

23

The first raif Nationwide PCO announced
service since referendum reaching a
the end of the on the lraq milestone of 3,000

Hussein fegime
began foday
with a train
from Basrah to
Baghdad and
stops along the
way.

Constitution is
held with huge
voter turn aut.

project starts, and
2,000 compietions
during the week of
24-30 November
2005




The PCO and the
US Army Corps
of Engineers’ Guif
Region Division
{GRD} combined
into one office

or arganization,
now under GRD's
jeadership.

The iraq
government
held its first
permanent
elections for
partiament

GRD/PCO Logistics'
convoys reached a
milestone of more than 500
canvoys in March. Manthly
averages had been
increasing. Attacks on
convoys remain a serious
issue, averaging appx. 5%
each month.

Obligated

nearly 100% of
reconstruction
project funds from
iraq Relief and
Reconstruction
Fund,

Iragi WOTKers laying of pipelines.
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5 ago, the ULS.

Army team was asked fo

provide contracting and program
management services 1o complete
2 large portion of the Irag
reconstruction program using the
fraq Relief and Reconstructi
Funds made available by the 118,
Congress.

o1

In fulfilling that mission, we have

encountered numerous challeng

8

and learned valuable lessons
requiring agile adjustrents to the
réconstruction approach in a very
dynamiv environment

A grreat deal of work femains to
be done and:rcsponsibiiiiy for that
otk niow falls o the Iraqis and
to othé;' hilateral and multilateral -
< donors. Many basic services and
* Systems Kave been restored and a
solid Toundation exists on which
thiese services and systems can
~be éxpanded to levels beyond
which the Tragi people have ever
experienced, :




2003-2004 RADM David J. Nash, P.E. (Ret)

2004-2005 Charles M. Hess, P.E,, SES 2003-2004 MG Ronald L. Johnson &

2005-2005 MG Duaniel E. Long, Ir. 2004 -2005 MG Thomas P. Bostick, P.E.

2005-2005 Hugh M. Exton, Ir., PE., SES 2005-2006 MG William H. McCoy, Jr.

2005-2006 MG Wiltiam H. McCoy, Jr. @1 (1) Dual-hatted as CG, Gulf Region Division and Director PCO-Irag

{2) Dual-hatted as Deputy PCO-Iraq

2005-2006 MG John M. Urias (Ret)
2006-Present MG Darryl A. Scott

2004-2007 Dean G. Popps

2004-2007 James M. Crum, PE., SES
2005-Present Lee Thompson

Multinational Forces — Iraq (MNF-1) www.mnf-irag.com

itinational Security Transitional C d —Traq (MNSTC-Ty
www.mnstei.irag.centcom.mil/

UN International Reconstruction Fund Facility for Irag www.irffi.org/
UK Department {or Internationat Development (DFID) www.dfid govauk/

.

Japan International Cooperation Agency (JICA) www jica.go jp/engli

U.S. Department of Defense www.defendamerica.mil/
Defense Reconstruction Support Office (DRSQ)

U.S. Department of the Army www.army.mil/

U.S. Army Corps of Engineers {(USACE) www.usace, army.mil/

Gulf Region Diviston (GRD} www.grd usace army.mil/

U.S. Departiment of State www state.gov/p/nea/ci/c3212.htm
Jraq Reconstruction Management Office (IRMO)

U.8. Department of Treasury www.ustreas,gov/

U.S. Depariment of Commerce www.export.gov/irag

lo.gov/

Project.and Contracting Office (PCO) www.grd.usace.army.mil/

Joint C C d ~ Irag/Afghanistan {JCC-IA) www rebuilding-iraq.net

Defense Contract Management Agency (DCMA) www.dema.mil/

U.S. Agency for Intemational Development {USAID) www.usaid.goy/irag/

Government Accountability Office {(GAO) www.gao.gov/
Defense Contraciing Audit Agency (DCAA) www.dcaa.mil/
Coalition Provisional Authority Inspector General

1 worker receives a
view of an adminisiration buiiding project.
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STATEMENT OF MARK S. WARD
SENIOR DEPUTY ASSISTANT ADMINISTRATOR
FOR ASIA AND THE NEAR EAST
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
BEFORE THE UNITED STATES SENATE
COMMITTEE ON HOMELAND SECURITY AND
GOVERNMENTAL AFFAIRS

MARCH 22, 2007

Mr. Chairman, Ranking Member Collins, thank you for the opportunity to
discuss this very important topic with your committee — improving
procurement and program management for reconstruction programs in Iraq
and Afghanistan.

[t is understandable that this Committee is focused on the USG’s programs
in Iraq and Afghanistan. There have been undeniable problems in both
countries, from which we have learned much, and there remain formidable
impediments. USAID stands ready to help this Committee address these
problems in a manner that best advances our overall reconstruction goals.

It is also important to sensitize this Committee to the unique challenges of
procurement and program management in conflict situations, which are
exceedingly complex, and to draw your attention to some particular issues
that stand in inherent tension. USAID must balance a number of important
concerns in the procurement process: the imperative that USG procurement
follow a realistic, comprehensive plan involving multiple partners; that it
also be flexible in order to adjust to a rapidly evolving country environment;
that it be as expeditious as possible; and that it ensure rigorous
accountability for work done by grantees and contractors, down to level of
scores of sub-contractors. There is no simple formula that can effectively
balance these often times competing needs. Privileging one of these
imperatives over another by rigid formulas may jeopardize the overall
operation.

USAID’s operations in Iraq and Afghanistan were, and are, of
unprecedented scope and complexity. Despite the inherent difficulties just
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mentioned and the fact that our work is taking place during active hostilities
and an on-going insurgency, much has been accomplished.

In Iraq, through its overall program since 2003, USAID has added 1,292
megawatts of electric generating capacity to Iraq’s power grid, serving over
7 million Iragis. USAID’s repairs and refurbishment of several major water
and wastewater treatment plants have provided over 3.1 million more Iraqis
access to potable drinking water and expanded sewage treatment to serve 5.1
million Iraqis. USAID’s rural water program has installed over 70 small
water treatment systems in rural communities of less than 5,000 people
throughout Iraq. The rural water projects helped supply clean water to over
400,000 villagers each day. USAID’s infrastructure improvements helped
restore commercial operations at Baghdad International Airport and allowed
passenger and cargo vessels to re-enter Umm Qasr sea port, Iraq’s major
trade port.

USAID, as a strategic player in the President’s New Way Forward, has
transitioned its assistance strategy. We are no longer working on large scale
infrastructure, and are now more focused on building Iraqi capacity. Our
programs—from the locally driven Community Action Program to the
ministerial level National Capacity Development Program—are aimed at
working from community through all governmental levels to ensure that Iraq
enjoys a sustainable, prosperous and democratic future.

USAID has been, and continues to be, committed to ensuring that the
resources Congress has provided are managed effectively and transparently.
Ensuring that these funds are utilized in such a manner only strengthens their
impact and improves the chances for success in Iraq. Accountability for Iraq
funds is fortified by the right mix of experience and teamwork between our
field mission in Baghdad and office in Washington. Experienced
controllers, contracting officers, and Inspector General staff have been in
Iraq since 2003 to help ensure program accountability.

Accountability starts with a fair and open procurement process. A recent
GAO report entitled Status of Competition for Iraq Reconstruction
Contracts stated that “based on complete data for [October 1, 2003 through
March 31, 2006] we found that USAID competitively awarded contract
actions for 99 percent of its obligations.” In other words, USAID
competitively awarded $2.25 billion of the approximately $2.27 billion in
IRRF II we obligated. We are extremely proud of this fact.
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I want to assure you that USAID is taking every measure it can to ensure
that U.S. Government resources and are used effectively and transparently.
The successes that have been achieved to date in Iraq are the tangible results
of these efforts.

The results in Afghanistan, starting from a much lower baseline, are even
more impressive. Six years ago, when the Taliban ruled large parts of
Afghanistan, fewer than a million children were in school. Today, according
to Ministry of Education’s latest figures, almost 6 million children attend
school daily. Six years ago, it was estimated that less than ten percent of the
people had access to health care of any kind. Today, the Ministry of Public
Health estimates that number at eighty percent. Before, fewer than 50 kms of
paved roads were usable. Today, through the efforts of the international
community, more than 6,000 kms of paved, gravel and cobblestone roads
crisscross the country; the USG’s contribution to the total is over 4,200
kilometers.

The Kabul to Kandahar Road was a priority development project in
Afghanistan because it was key to knitting together this fractionalized
country and stimulating economic growth. It is one major factor for the
growth of the licit economy at a record pace, averaging 12% growth over
the past few years, and exceeding growth in the illicit economy. The US-
built portion of the Kandahar to Herat Road, which opened late last year,
will also spur economic development in western Afghanistan.

Six years ago, there was no government in place. Today there is a
democratically elected President and Parliament. Voter turnout for the
Presidential elections in 2004 was 67% and 50% for parliamentary elections
in 2005 — a very notable achievement.

There is a long way to go—putting down the insurgency in the South and
Southeast, stopping the spread of poppy cultivation, “growing” the private
sector to create the jobs that can sustain the country and bring hope and
opportunity to its people. Still, there is a lot to be proud of to date in both
countries.

As this committee may or may not know, USAID is a much smaller agency
today, while the kind of local development projects USAID undertakes have
not changed dramatically in the past fifty years. The Agency is still involved
in bringing basic education and health care to communities, providing clean

9%}
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drinking water, building local infrastructure, and training government
officials to govern more effectively and in more transparent and accountable
ways.

However, the way the Agency works has changed a lot. In the past, one
would have seen Foreign Service Officers working in villages on various
projects around the world. Today, we have similar projects, but US and local
contractors and grantees are carrying out the work. And, it should be noted,
it is not only USAID that implements its reconstruction programs by hiring
contractors; the same holds true for the Army Corps of Engineers. Moreover,
in dangerous environments like Iraq or Afghanistan or Pakistan, there may
be only occasional visits by those USAID officers. This is because of
security concerns that come into play upon leaving the relative safety of the
Capital and the American Embassy.

The simple reality of the post-9/11 world is that the operating environments,
like Iraq or Afghanistan or Pakistan, for reconstruction are significantly
more dangerous. As a result, we have had to find alternative means for
project management and oversight. This is not the preference of USAID
officers in the field who list as one of their greatest frustrations their inability
to get out and monitor their projects more frequently.

USAID’s contractors and grantees, and the people who work for them, take
on tremendous challenges and assume great risks. Many have been killed or
injured in fulfilling the noble and urgent tasks that have been asked of them
in Iraq and Afghanistan.

We recognize that there are two principal criticisms of USAID procurement
practices. One is that a small group of USAID contractors and grantees
continue to win the “lion’s share” of the contracts and grants — and that our
procurements are so large that smaller firms and NGOs cannot compete. We
appreciate this concern, and USAID will continue efforts to increase the
pool of firms that bid on our work. However, 1 would like to share with you
the rationale behind the design of such large procurements. In conflict
situations and in natural disasters, the Agency must move quickly and with
as much flexibility as possible into dangerous environments. Speed is of the
essence - the “hearts and minds” of local communities are in the balance and
there is a narrow window of opportunity to deliver tangible results to a
population on the benefits that can accrue from stability.
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Iraq is a good case in point. Even before US and British troops entered Iraq
in March 2003, USAID was actively developing a reconstruction program to
be implemented immediately upon cessation of hostilities. USAID used
what assessment tools it had at its disposal and consulted with as many
experts on [raq. We relied on 40 years of development experience including
the Balkans and Afghanistan. As you are aware, the data from the Saddam
era was grossly inaccurate and we discovered a situation on the ground far
more complex than what the data indicated. So USAID made the most
prudent assessment of needs and costs, and how USAID could best meet
them, with the information at hand. But the reality of these kinds of
environments is that adjustments will need to be made.

In such circumstances, waiting for hostilities to subside, then waiting for
more detailed assessments and cost estimates before announcing
procurements was not an option. This would have required a year or more
before the US could begin launching the reconstruction projects on which
the pacification of the country and its development depended.

The need for flexibility required designing a contract that would allow the
Agency to assign a range of task orders as needs evolved and were
identified. And this, to be perfectly clear, meant a large contract that
demanded skills in many skill areas —~ building sewage systems for entire
cities, rehabilitating power plants, building new and repairing old water
treatment facilities, dredging deep water ports, restoring a national fiber
optics network, and bringing two international airports up to internationally
acceptable standards, and over time, having to implement these projects in a
declining security environment. A program of this nature and scale is
challenging to the best of small firms. However, on our Infrastructure 11
contract, we did a full and open procurement process. All companies were
offered the opportunity to bid and, in the case of small firms, the opportunity
to form consortia to bid.

By contrast, Afghanistan provides a good example of pitfalls that can occur
when program needs are not anticipated and ultimately fall outside the
umbrella of existing contracts and grants.

In Afghanistan, USAID anticipated the need for a large road construction
contractor, but did not plan for other large scale infrastructure. When the
USG and the Government of Afghanistan decided that construction of
schools and clinics throughout every district of the country was also an
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urgent priority, there was no time to launch a new procurement for this
previously unanticipated work. As a result, the road construction contract
was amended to add construction of hundreds of schools and clinics as well.
As it turned out, while working to complete the road, the contractor fell
behind on construction of the schools and clinics and the Agency ended up
having to give most of that work to several NGOs.

The Committee may decide in this instance whether USAID is to be
criticized for the shortfalls in its original relatively narrow contract for road
construction alone, or praised for having the flexibility to correct it when the
contractor fell behind.

But the Committee should know that the firm’s road construction was first
rate and has contributed enormously to economic growth in the country.
The Kabul to Kandahar and Kandahar to Herat Roads were mentioned
earlier. And despite the delays, the Agency has now finished all of the
schools and clinics that it undertook to build, with access to education and
healthcare among our most signal achievements to date.

The procurement and program management travails in Irag and Afghanistan
are a cautionary tale to those who would want to hamstring the Agency in
ways that may result in a slower, better planned procurement process, but at
the expense of flexibility and expeditiousness. It is questionable whether the
Committee would want to require USAID to follow normal procurement
design procedures in abnormal situations, such as conflict or humanitarian
emergencies. That is, unless we want to cede our position as the world’s
leader in responding to conflict situations and natural disasters — a position
that I think the Congress and the American people expect us to take. To be
sure, the Agency could do it differently and follow the way of many other
donors. But it is important that the Committee be aware of the costs of that
approach in terms of US leadership in reconstruction efforts around the
world and its ability to respond to pressing human needs. We must also
continue to bear in mind that many firms are just not interested in working in
challenging environments, such as Iraq and Afghanistan. This limits the pool
of firms that are willing to bid on contracts in these countries, regardless of
the type of competition.

What is being said here should not be misinterpreted. The argument is not
that nothing should change about the way goods and services are procured in
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conflict and natural disasters. There is clearly room for a different approach
once the initial reconstruction effort is underway.

The time to assess emerging, previously unanticipated needs, cost them out,
and then seek out smaller contractors and grantees for those jobs can occur
after the initial broad scope contracts have been awarded and the work is
proceeding. This is the way the Agency has proceeded in Iraq and
Afghanistan with success. For example, smaller implementers are involved
in the building of district, provincial and cobblestone roads in Afghanistan,
as well as courthouse and district centers. In certain sectors, like large scale
infrastructure, it may be unrealistic to expect more defined contracts because
of continued uncertainties in areas where fighting continues. Even today, it’s
hard to get in to Kandahar and Helmand Provinces in Afghanistan to do
careful engineers’ estimates of the costs of roads and other

infrastructure. Nevertheless, engineers from a large infrastructure contract
are standing by and will be deployed when the opportunity arises.

More can be done to open up procurement and USAID will continue to do
s0 as appropriate, particularly in the second common and valid criticism of
USAID, i.e. in providing opportunities to local firms..

We should not lose sight of why the USG is present in developing countries
in the first place. Building capacity in Iraq and Afghanistan is difficult, and
it is a valid concern that by using US firms, we risk inhibiting capacity
building of local firms to do for them what they must eventually learn to do
for themselves. However, at this time, the basic levels of capacity are not
there. Additionally, in nations such as Iraq and Afghanistan, in which
USAID’s activities represent a significant amount of US national interest,
there is a sense of urgency that is coupled with a high demand for
accountability to keep funds from going to terrorist organizations. These
factors have limited our ability to contract directly with local firms.

US-based firms have always been higher priced, relative to local firms. But
they are much more expensive today, in conflict areas like Iraq and
Afghanistan. This is because of the need to hire additional security, which
currently amounts to an average of 15-25% more for comparable work in
other countries.

Extra costs for US or foreign firms at the beginning of a reconstruction effort
can be defended, when it is clear that local firms do not yet have the capacity
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to do the work to acceptable standards. But at some point, several years into
the campaign, a shift should be seriously considered, when the extra costs
associated with US firms in conflict situations — for their higher salaries, for
the extra security — outweigh the benefits from engaging local firms. At
some point, sticking with US firms too long becomes counterproductive to
our development goals. However, it should be understood by all that
building capacity takes time, and using local firms increases completion
time.

We are already using many local firms in Iraqg; arguably in Afghanistan, the
basic levels of capacity are still not there. But we need to keep looking for
projects that local firms can handle, and encourage them to bid.

Ambassador Tobias, Director of Foreign Assistance and Administrator of
USAID said it very well and very succinctly when he said “it’s about them,
not about us.” Unfortunately, this kind of long term capacity building often
gets pushed down the list of priorities because it takes time and increases
risks. As a result, there is room for improvement to build the capacity of
local firms to take on a greater share of the work. Again, USAID must
balance this need with the other concerns that [ mentioned earlier in my
testimony — speed, flexibility, and financial accountability.

Finally, to make contracting more effective, the USG needs additional
funding in so-called contingency accounts, so that we can move quickly in
response to unforeseen circumstances and needs, rather than waiting for
supplemental funding or reprogramming from other priorities.

The Chair and Ranking Member have voiced particular concern about the
new infrastructure contract USAID recently awarded in Afghanistan after
full and open competition.

Infrastructure of all kinds —~ roads, power, water and vertical structures —
continues to be one of President Karzai’s biggest priorities for the US in
Afghanistan.

The large construction contract described earlier came to a close last year,
when the contractor finished the last schools and clinics and the US portion
of the highway between Kandahar and Herat. Given the continued
insurgency in Afghanistan, USAID decided that an even larger infrastructure
contract - to cover all foreseeable needs — was still appropriate for the next
few years. The Agency did not want to get caught, as it did when the need
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for schools and clinics arose, without a mechanism to respond. So it
designed a large, multi-sector, infrastructure contract for full and open
competition.

Five firms competed for the contract and the firm that won the original road
construction contract was part of the joint venture firm selected. Some have
argued that the firm’s delay on the schools and clinics should have precluded
it from winning the new contract. While past performance was considered,
and failure to complete the schools and clinics on time was noted in the
evaluation process, the firm’s record of success with road construction,
strong relationships with other construction companies who could work as
subcontractors, the fact that the firm was already mobilized in Afghanistan,
and the strong record of the other joint venture partner in the power sector
outweighed the negatives.

There is definitely room for improvement in the way USAID procures goods
and services and manages programs in conflict and emergency situations,
where speed and flexibility are paramount. USAID stands ready to help this
committee craft reforms that can make its reconstruction efforts more
effective, while retaining the essential need for responsiveness.

Mr. Chairman, thank you for allowing me this opportunity to share
USAID's perspective on managing our programs in Iraq and Afghanistan. I
am honored to join colleagues from State, SIGIR and the USACE

in discussing reconstruction in these two countries. I look forward to
continuing to coordinate with each of them as we implement the interagency
effort. And I look forward to your questions as well.
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Mark S. Ward
March 22, 2007

DECONSTRUCTING RECONSTRUCTION: PROBLEMS,

CHALLENGES AND THE WAY FORWARD IN IRAQ AND

AFGHANISTAN

USAID provided the information and documents listed below to Senator
Coburn on March 7,2007. This constituted USAID’s detailed response to
specific questions from the Senator’s office about USAID programs in
Afghanistan and the Agency’s management of such. In addition to the
responses, USAID also provided pictures of 530 of the clinics that had been
built or refurbished and handed over to the Ministry of Health in
Afghanistan, as well as the supporting documents listed below. We would
be happy to provide a CD with copies of those photos to the Committee on
Homeland Security and Governmental Affairs.

[. List of Supporting Documents:

® NS LA W~

\O

10.
11.
12.

Information on radio teacher-training program

Map of USAID PRTs and PRT Organization Chart

Sections of FY04-06 CBIJs relating to USAID’s PRT program
Letter from Ministry of Public Health RE: Clinics

Photos of Clinics in Flood Zones

Photos of school in Ghazni province with missing roof tiles
E-mail communication between USAID and LBGI (4 e-mails)
Picture of Dam Gundai Clinic

David Harbon Emai}

Code of Federal Regulations Section 226.62.

FSG Assets List

Minutes of the November 8, 2006 Donor Coordination meeting at

the MOPH.
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13. Section 2104 of the 2005 Supplemental Appropriations Act,
notifying Congress of USAID's intent to use 84.3 million for Tetanus,
Polio, and Malaria Control

14. Copy of USAID grant to WHO

15. Copy of MOU between WHO and one of its implementing NGOs

16. MSH workplan

17. Ilustrative list of work performed by LBGI in other countries

18. Photos and Bills of Quantity for USAID Clinics (Volumes I and II)

II. Cover Letter from James R. Kunder to Senator Coburn:
March 7, 2007

The Honorable Tom Coburn
U.S. Senate
Washington, DC 20510

Dear Senator Coburn:

I have read with great care the additional questions on reconstruction
in Afghanistan prepared by your staff and submitted to the U.S. Agency for
International Development. I continue to share your expectation that the
U.S. taxpayers and the Afghan people get their full money’s worth from the
tax dollars expended in that nation.

I am providing substantial information today in partial response to
your questions. Although very great efforts have been made by our staff in
Afghanistan to provide all the material you requested, the combination of
winter weather in Afghanistan and ongoing security concerns did not permit
us, for example, to gather photos of every clinic constructed or refurbished
across all of the nation’s provinces. [ am submitting today the large number
of photos we have compiled, and will continue to provide supplementary
information as it arrives in Washington. In addition, the Afghan government
and international donors are still building the information systems within the
Afghan government to allow us to provide detailed answers to the questions
you asked on issues like the impact of midwife training programs, and I will
provide more comprehensive information as it becomes available.
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As [ mentioned to you in our meeting in December, I accept full
responsibility within USAID for all aspects of the reconstruction program in
Afghanistan, its successes and its failures. The U.S. government sent me to
Kabul in January, 2002, to re-open the long-closed USAID office in
Afghanistan, and I retained responsibility, either in person or in my
management responsibilities, from then until late 2006.

During this period, I know we made some mistakes, and I
acknowledge those mistakes. On behalf of my colleagues who have
sacrificed greatly during the reconstruction of Afghanistan, including the
more than one hundred civilians working in USAID programs — Afghans
and Americans — who have died in the effort, I respectfully disagree with the
suggestion in many questions prepared by your staff that the overall effort
has been “mismanaged.” Some tasks were made more difficult by the
wartime environment, and sometimes we had limited choices about which
firms to engage on behalf of the taxpayers, because not every American firm
was ready to go to Afghanistan at risk of life and limb. As ] assured you
earlier, I understand full well that we owed, and owe, maximum
accountability to the people of the United States who made us the stewards
of their tax dollars.

1 want to reiterate that, in the area of accountability, we made some
good calls, as I anticipated how difficult reconstruction would be in a nation
that went through 23 years of warfare. I asked USAID’s Inspector General
to embed staff with us, and to run concurrent audits of our work, as we
launched reconstruction. Indeed, many of the questions that your staff
submitted to USAID drew upon information that was reported to the USAID
by our Inspector General.

We also took some appropriate corrective actions immediately. I have
reported on some of those steps in my earlier response. In some cases, we
uncovered the rotten apples ourselves and got rid of them. In most cases, we
made sure that firms that gave less than full value to the taxpayers made up
the shortfalls out of their own pockets, and I have documented those
instances, as well.

In other cases, we should have been more diligent, as you have rightly
pointed out. I share your concern about every truckload of asphalt that was
not poured hot, and every school that had shoddy workmanship. The
Afghan people have suffered enough without our reconstruction projects

-3-
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causing them more hardship. Some of these oversights were partly
explainable by military exigencies. Frankly, we pushed and pushed, and
perhaps rushed, the contractor on the Kabul-to-Khandahar Highway, in order
to show visible progress to the Afghan people and, we hoped, save the lives
of some of our soldiers in the bargain. But, there is no excuse for the errors
that were made, and I accept responsibility for them.

Upon receiving the second set of questions your office submitted to
us, I scheduled an additional trip to Afghanistan myself, to examine in
greater detail the concerns you raised. It is clearer to me now, upon
additional examination, why our communications to the Congress — on
issues like the number of health clinics completed by USAID in Afghanistan
and on the number of teachers trained in USAID programs — caused
confusion, and led to your concerns that we were over-reporting data. I have
attempted to address these issues fully in the answers provided to your
second set of questions. 1 am convinced that much of the confusion on the
numbers reported by USAID was due to imprecise use of language on our
part, and the mixing of terms like “construction” and “refurbishment™ in
reporting documents. During my recent trip to Afghanistan, I traveled with
officials at the Ministry of Public Health, and I am convinced we have
completely reconciled the records with our colleagues at the Ministry.

I also held several coordination meetings with our U.S. military and
NATO colleagues fighting in Afghanistan, from the command level to the
Provincial Reconstruction Team level. Although normal coordination issues
will always arise in an insurgency situation, I am convinced — in response to
your concerns — that there is excellent communication and a shared sense of
mission between our civilian and military teams in Afghanistan.

As I discussed with you earlier, your interest has caused me to re-
examine accountability processes within USAID. After carefully reading
your questions, I have directed, with the full concurrence of Administrator
Tobias, a number of steps to enhance accountability in the future. These
steps include:

1. I'have directed the Assistant Administrator for Legislative and Public
Affairs to improve the transparency of our Afghanistan programs by
posting on a public website all current information on our program
objectives; our operating year budget; and our partner organizations,
both contractors and grantees. We will use Afghanistan as a model
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for compliance with the new statutory requirements for public posting
of contractor and grantee information.

. T'have requested the USAID Inspector General (IG) to conduct a full
review of all recommendations made by the IG’s office in its audits or
USAID Afghanistan programs, since the opening of the USAID
Mission in 2002, to ensure that all recommendations for
accountability improvements have, indeed, been carried out.

. I have directed the Office of the Chief Acquisition Officer to conduct
a complete review of those contract or grant actions resulting in
substandard performance, in order to ensure that all appropriate legal
or contract remedies have been pursued to ensure contract compliance
and return to the U.S. Treasury of any recovered funds.

. I'have directed the USAID Acting Assistant Administrator for Asia
and the Near East to conduct a full review of program indicators in
Afghanistan, including but not limited to the health field, to ensure
that concrete outcomes have been established for each USAID
program, and these indicators measure direct benefit to the Afghan
people.

. I have directed the USAID Chief Acquisition Officer to reinforce
guidance to Agency personnel on federal policies to ensure full and
open competition to the maximum extent possible, in order to obtain
the best quality at the most reasonable price, and to remind all
personnel of the significant justification requirements and higher level
approvals required for deviating from full and open competition.

. T'have directed the USAID Mission Director in Afghanistan to
conduct a complete review of all USAID reconstruction programs in
Afghanistan, to ensure that reconstruction programs are building
Afghan capacity, within government and within the private sector.

. In order to ensure that poor contractor performance is taken into
account when considering future business with the U.S. Government,
I have directed the USAID Chief Acquisition Officer to ensure
compliance with federal requirements that officers produce timely
past performance reviews; that officers enter such reviews into the
U.S. Government-wide performance database; and that officers take
past performance reviews, as a critical indicator of future
performance, fully into consideration for contract awards.

. T'have directed the USAID Chief Acquisition Officer, in those
instances where a contractor has not met performance criteria, to
enforce all remedies for poor performance to the maximum extent
consistent with law.
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9. I have conducted a series of consultations with senior DoD officials,
civilian and military, to ensure that USAID is doing all it can to
support our military forces and that reconstruction projects are fully
consistent with counterinsurgency strategy across Afghanistan.
Furthermore, I will personally ensure maximum USAID participation
in, and support for, Provincial Reconstruction Team training
conducted by the U.S. military.

As we have prepared responses to the questions you have asked of
USAID in Afghanistan, I believe it is apparent that much has been
accomplished in the reconstruction of Afghanistan, that much could have
been done better, and that much work remains ahead for our country. Your
inquiries have helped refocus my efforts.

In closing, I want to reiterate that the reforms being undertaken by
Ambassador Randy Tobias, the new Director of Foreign Assistance, are, in
my view, directly related to the high standards you are rightly demanding of
us. Ambassador Tobias’s restructuring of the U.S. foreign assistance
program is intended to drive additional accountability into all aspects of the
U.S. foreign assistance program. And I want to note those parts of the
President’s 2007 State of the Union speech that called for the establishment
of a “Civilian Reserve Corps” for reconstruction and stabilization activities.
It is clear from your questions that our nation needs to devote additional
human resources to support our national priorities and our troops in
situations like Afghanistan. Clearly, USAID’s efforts to ensure maximum
impact and accountability, and especially to build Afghan capacity, would
benefit significantly from the additional resources envisaged in the Civilian
Reserve Corps concept.

As you requested, I am prepared to meet with you at your convenience,
including periodically on an on-going basis, to continue to report on

reconstruction in Afghanistan or other issues of concern to you.

Sincerely,

James R. Kunder,
Deputy Administrator (Acting)
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I11. Questions from Senator Coburn and USAID responses, delivered to the
Senator’s Office on March 7, 2007:

Senator Tom Coburn’s Detailed Feedback on USAID’s response to
Subcommittee Findings: “Afghanistan Reconstruction Efforts by
USAID: Findings and Recommendations”

MEMORANDUM

December 5, 2006

TO: USAID

RE: Questions Regarding the USAID program in Afghanistan

The attached document is a continuing dialogue fostered by the initial and
incomplete USAID response to Sen. Coburn’s findings and questions
regarding reconstruction efforts in Afghanistan.

Questions in Senator Coburn’s report that USAID failed to answer:

Page 4, #2

Page 6, #1

Page 7,#3,4,6
Page 9, #8, 9
Page 10, #10, 11
Page 12,#2,3
Page 13, #2
Page 16, #1, 4
Page 17, #5, 6

Please provide responses to these questions.

Questions in the USAID response answered insufficiently or with
wrong, confusing, missing or debatable information.

e See footnotes 2, 5, 6,9, 17, 18, 22, 32, 34, 42, 47, 49, 56, 58, 61, 62,
63, 65, 66,70,71,72,75

Please provide more information, documentation or fuller response as
requested in the noted footnotes.
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New questions raised by the USAID response.

+ See footnotes 3, 8, 11, 12, 19, 35, 36, 37, 38, 39, 41, 43, 45, 48, 50
53,57,64,73,76

Please provide responses to these questions raised by your initial
answers.
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Questions Regarding the USAID program in Afghanistan

November 14, 2006
Those Americans who have served alongside the people of
Afghanistan share with you the deepest concern for their future success.

The Afghans have made huge strides with U.S. assistance in
overcoming a legacy of war and repression and poverty. When USAID
arrived in 2002 after the ouster of the Taliban, it returned to a country that
was the fourth poorest on earth. Afghanistan had endured 10 years of
communist rule, a long and brutal struggle that ousted the Soviet army and
years of factional fighting afterwards.

About 10 years ago, many Afghans were so desperate at the chaos that
they welcomed the Pakistan-backed religious Taliban which restored order --
but at a terrible cost. Women were barred from school and even from the
marketplace and jobs. Ethnic groups were persecuted and the country
isolated by medieval theocratic tyranny. Osama bin Laden’s Al Qaeda was
allowed to set up training camps for his terrorist activities aimed at America,
Europe and many other places.

When Jim Kunder led the first USAID teams returning to Afghanistan
after the ouster of the Taliban in 2001, he found the USAID emblem on the
Kandahar airport, on the country’s biggest dam and on schools and public
works projects all over the nation of 25 million people. Only a few dozen
miles of the Kabul-Kandahar-Herat road built by USAID in the 1960s was
still paved.

When one examines closely the series of U.S. assistance projects that
consumed $3.7 billion of taxpayers’ money from 2002 to 2006, it’s easy to
find a project that took too long to complete, or a clinic that didn’t at first

meet all expectations. But there is also a much broader picture of progress
and rebirth. In school after school, there are the 42 million textbooks U.S.
funding paid for being used by the five million kids in school — five times
the number under the Taliban.

Courageous 18-year-old Afghan girls have come from their villages to
learn to be midwives and already they are reducing what has been the

world’s highest death rate in childbirth.
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Because so many girls and boys never were allowed to learn in
school, and they are too old now to begin in the first grade, USAID trained
hundreds of teachers in accelerated learning programs — combining six years

of schooling into one and a half years. We see the 170,000 young adults in
these programs able in three months to read not just Dari or Pashtu but
English — eager to advance their education.

And this work has not been without risk. Tragically, 147 USAID
contractors have died and 178 were wounded since April, 2003. Some died
in a plane crash, others were picked off while rebuilding roads and schools.

USAID officials are honored to have served alongside these heroes
and to have worked alongside the courageous U.S. military forces protecting
Afghanistan from incursions by terrorists and the Taliban. USAID officers
staff the Provincial Reconstruction Teams scattered across the country and
each day they ride with the troops to remote villages to plan and carry out
projects. They grade and pave roads, build schools and clinics, provide
medicine and training, install small hydropower systerr}‘s, assist local

government and help farmers move away from poppy.

Secretary of Defense Donald Rumsfeld said in 2003 that “Military and
civilians together are also building a better Afghanistan through Provincial
Reconstruction Teams and U.S. Agency for International Development
projects.”

Gen. John Abizaid told the Senate Armed Services Committee in
2005 that “A USAID person that can help move a road project forward is
worth a company.”

There is great difficulty in carrying out assistance projects in an
insecure environment. Add to that the burden of years of war, exile,
illiteracy and lack of investment, and you can understand the enormous
challenge facing the Afghans and those who would assist them develop their
country in freedom.

Where problems and difficulties faced our teams, the Afghans and
USAID staff sought ways to deliver assistance despite these obstacles. In the
large part, the U.S. government succeeded. And we continue to overcome
the problems as they arise and as the complex task remains to be completed.
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In this effort, thank you for your help, your understanding, your
wisdom and your interest in the future of the Afghan people, who have born
their burden for so many years and are now, hopefully, on the home stretch
to creating a homeland truly at peace.

1There are more than “a project” and “a clinic” that didn’t meet expectations.
Senator Coburn’s findings included reports from the Inspector General and
GAO, official letters from the Ministry of Health, media reports and reports
from sources on the ground which indicate numerous projects and
construction failures that USAID has yet to justify.

2 . -

As indicated in Senator Coburn’s findings, reports indicate only 80 of the
original midwives in training demonstrated a basic understanding of the
material and had to be retrained.

e What are the actual outcomes of this program? What effect has it
had on reducing the infant mortality rate?
Afghanistan long had the world’s second highest infant mortality rate. This
is a product of poverty, geography, and a generation of conflict and tyranny,
among other factors. In 2003, USAID began to address the problem
through a program to train new midwives.

USAID’s midwives training program was designed by the Johns Hopkins
Program in International Education for Gynecology and Obstetrics
(JHPIEGO) to meet current international standards. A key tool to
accomplish this endeavor was the development of two new training
programs to provide professional education to midwives and community
midwives. The new competency-based curriculum focuses on the
development of critical clinical skills needed for basic maternal and newborn

care, as well as for the management of complications in pregnancy and
childbirth.

Since 2003, USAID’s program has essentially doubled the number of
Afghan women who have a trained birth attendant (from 12% to 23%).
Through the Rural Expansion of Afghanistan’s Community-based
Healthcare (REACH) project, 804 new midwives were trained and certified
over the last three years. An additional 600 will be trained by 2010 through
a follow-on project.
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USAID is the major contributor to the effort to increase the number of
skilled midwives in Afghanistan. Through USAID’s efforts, a new
generation of midwives, the first ever to undergo a professional two-year
training program, is entering the Afghan work force. Programmatic
empbhasis is placed on training midwives who will work in underserved rural
areas, where medical personnel of any kind are scarce and men are not
permitted to provide medical care to women.

Midwives are an essential component of the country’s maternal and child
health system, providing ante-natal, delivery and post-natal care, and
promoting breastfeeding and birth spacing services. This represents a
laudable start in helping Afghanistan address its tragic maternal and child
mortality rate.

Nationwide statistical outcomes of the program on infant mortality are not
yet available but will be in the future when management tools are put in
place. Piecemeal statistics, maternal death rates gathered from certain
hospitals, for example, are encouraging. As the quality of matemnity service
spreads through wider accessibility to clinical care and the midwife program,
statistical outcomes should improve.

We cannot make any independent determinations on the impact of the
midwife training program on Infant Mortality Rates (IMR) or Under 5
Mortality Rates (USMR), as changes in the IMR/U5MR involve many
factors. It is important to note that USAID and MOPH development efforts
to reduce IMR/USMR are comprehensive in nature and address more than
just midwife training to inctude the availability of general health services,
neo-natal care, nutrition, immunizations, acute respiratory
infections/pneumonia, diarrheal diseases, etc

Despite the lack of census and other detailed data, there have been recent
attempts to do “best estimates” in reference to changes of IMR/U5MR and
other indicators. One of the latest such efforts has been the
UNICEF/Ministry of Economy “Best Estimates of Social Indicators for
Children in Afghanistan, 1990 - 2005” dated May 2006. In Paragraph 4.4
“Three scenarios” 4.4.2.1 the “Optimistic” scenario/reduction rates, the
document estimates a dramatic decrease in IMR/U5SMR from the
comprehensive improvements in basic health services, which have been
strongly supported by USAID.
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Year\Under 5 and IMR  U5MR IMR.
2000* 257 165
2002 211 131
2003 230 125
2004 190 120
2005 180 115

*State of the World’s Children (UNICEF)

In Paragraph 4.4.3 the “median’ scenario, the estimates are:

Year\Under 5 and IMR = U5MR IMR
2000* 257 165
2003 230 140
2005 210 ‘ 130

*State of the World’s Children (UNICEF)

Taking either of the above estimates, there has been a dramatic reduction in
IMR and USMR. Utilizing the above “median” scenario, avoids the most
optimistic and the most pessimistic scenarios. - Although there are different
estimates used by different Government of Afghanistan (GoA) ministries, it
is most reasonable to use the “median” estimates.

USAID has been the largest donor to the health sector, has provided key
comprehensive health services in 13 of the 34 provinces, has
constructed/refurbished the most facilities for the Ministry of Public Health
(MOPH) and has followed the best guidance of the MOPH and international
donors (“Basic Package of Health Services for Afghanistan or BPHS and
“Essential Package of Hospital Services” or EPHS). One might assume that
the decreases in IMR/U5SMR in the “median” estimate by UNICEF between
200 and 2005, in fact, can be in a significant part credited to USAID
investments/support to include midwife training, immunizations, diarrheal
disease control, respiratory pneumonia control and other interventions as
outlined in the “Basic Package of Health Services for Afghanistan” and
supported by USAID.
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We are not aware of any reports that all but 80 midwives had to be retrained.
However, the course is a rigorous one and refresher courses are the norm for
such training programs.

3Reducing 6 years of training to 1.5 years suggests USAID-trained
teachers might be at risk of not being effectively equipped and qualified.
Reports from the MOE and others inside Afghanistan claim that many
of these trainees were “trained” by listening to a radio program and
failed to start teaching after participating in this program and that
many of the ones who do teach are not qualified.

e What is the total number of USAID-trained teachers versus the
number currently teaching?

USAID is engaged in two categories of teaching training in Afghanistan.

« Public sector teachers, who are Ministry of Education (MOE)
employees, and

« Non-public sector teachers, through accelerated learning
programs.

In the public sector, USAID is training approximately 25,000 primary school
teachers. Footnote 3 seems to assume that USAID is engaged in educating
a new cadre of 25,000 teachers embarking on a teaching career. However, it
should be noted that the training program is designed for teachers who,
despite war and repression, have had some training and teaching experience.
In this regard, USAID’s program might better be referred to as a “retraining”
program.

It should also be pointed out that long distance leaming techniques, given
the remoteness of the places we are trying to reach, are effective
mechanisms to reach isolated populations, with radio being the most
appropriate tool for the country. MOE estimates that approximately 140,000
teachers are currently active in the system, including the 25,000 trained by
USAID programs.

Radio-based teacher training programs (concluded in 2005) were
supplementary to face-to-face training, and played its primary role by
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reinforcing lessons learned, and benefiting many additional teachers
(approximately 65,000 teachers listened to the program on average at least
once a week). (Additional information on Radio Teacher Training is
included in the annexes).

In the private sector, USAID works through the Accelerated Learning
Program and community-based schools in areas where no government
schools exist or where children are over-aged and can, therefore, not enter
the public school system. This program increases the pace of student
learning, not the pace of teacher training. The program’s beneficiaries are
students too old to enroll in regular elementary school classes and
accelerated learning offers a way for them to catch up academically with
their peers.

These programs have trained over 6,800 teachers to date and have educated
more than 170,000 students.

Some teachers participating in the accelerated learning program did not have
a grade 12 education (required by MOE to teach grades 4-6) because the
program targeted girls (who must nearly always be taught by women, and
few women in Afghanistan have completed grade 12) and rural areas (40%
of classes were in villages with no primary school, and in many cases no
“qualified” teacher). Yet the training provided to the accelerated learning
program teachers, and the equipment (including teacher, student and
classroom kits) resulted in student achievement that was on average higher
than MOE schools. End of year testing has shown that the majority of
accelerated learning students (90%), have performed at least at their age-
appropriate grade level, and 66% are performing above grade level.

We do not currently have any reliable estimates of the total number of active
teachers not employed by the Ministry of Education. However, by mid-
2007, a new Education Management Information System (EMIS) financed
by both USAID and the World Bank is expected to be operational. The
system will provide census data on both public as well as non-public sector
teachers.

e Are these teachers currently teaching at the grade-level for which
they were trained? What quality control does USAID use to
determine the competency of its teachers?
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These primary school teachers are teaching at the level for which they were
trained.

There are a number of formal and informal criteria used for teacher
competency evaluations, such as:
¢ pre- and post-tests on course material
e teaching practicum accompanied by classroom observation
¢ self-assessments and
e demonstration of modern didactic methods.

USAID is currently working with the Ministry of Education to develop
appropriate competencies and standards. These will be institutionalized and
used as national measures of teacher quality.

e How many students (by age/sex/location) and schools are being
served by USAID-trained teachers?
According to newly reported data from the MQOE, student enrollment for
grades 1-12 is approximately 5.8 million. Of that total,
--91% (5.2 million) are primary school students, and
--38% (2.2 million) are girls.

As mentioned above, USAID programs have to date provided technical and
operational support under MOE’s Teacher Education Department to 25,000
MOE teachers as well as an additional 6,800 teachers working in non-public
sector schools. By the end of the 5 year duration of USAID’s Basic
Education Project, all primary school teachers in the country will have
participated in teacher training and school principal training programs.
USAID assistance has also provided over 57 million textbooks to schools
nationwide.

As stated in bullet 1 of this footnote, the EMIS will be fully operational by
mid-2007.
Specific data requests the EMIS will be able to support include:

¢ # (number) of students enrolled by gender by grade, by province, and by
district

» # of students who passed, failed, or were not admitted to exams, by
gender, by grade by province and by district
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¢ # of schools for primary, middle and secondary levels by province and by
district;

e # of teachers for primary, middle and secondary levels by contract type,
gender, province and district, and school, with years of experience in
teaching and highest grade completed

This data can be analyzed through cross-tabulation to compare, for example,

# students in winter/sumimer break provinces; or ratio of male and female
students by geographical region; types of school grade ranges in different
provinces or districts;

gender ratio by grade range; or number of teachers per student.
Additionally, with some data manipulation, it's possible to examine changes
in enrollment and teacher supply, at the provincial aggregate level.

Once the EMIS is fully operational, we will be able to provide you with the
requested information.

4The USAID personnel in the Provincial Reconstruction Teams (PRT),
in most cases, amount to a few individuals who don’t often travel out of
the PRT. In many cases it is the military members within the PRTs,
using Department of Defense Commander Emergency Response
Program (CERP) funds, who are actually carrying out these projects
such as roads and agriculture programs. It is inaccurate to imply that
USAID is conducting these programs while they are being completed by
the Corps of Engineers and military civil affairs teams.

USAID works in coordination with the Department of Defense and the State
Department within PRTs. The attached map provides a list of current
USAID PRT staff. As the map indicates, USAID has a PRT advisor serving
in almost all PRTs and Regional Command Centers, including USAID staff
at both US and non-US led PRTs. USAID PRT officers are important
sources of expertise, knowledge, and funding for US-led and non US-led
PRTs and they carry out significant activities, many of which are not within
the military’s core set of competencies, such as the building of capacity of
local communities and local officials. USAID PRT staff design projects,
and oversee their implementation and monitoring. USAID funding for PRTs
was $53 million in 2004, $85 million in 2005, and $20 million in 2006. We
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have attached relevant sections of the 2004-2006 CBJs for the PRT
program.

In addition to managing projects in the PRT Program budget, USAID PRT
Officers also play an important role in helping to monitor implementation of
USAID’s national programs in the field and are the “eyes and ears” for
technical officers in Kabul. USAID PRT officers work with provincial and
district-level government officials, communities, and village elders to
identify small infrastructure projects and services needed for the community.
USAID PRT projects are carried out in coordination with the military’s
CERP funds; however, the level of coordination has varied depending on the
PRT and those staffing it from the various agencies.

It is true that, in some PRTs, it can be difficult for USAID’s Officers to
regularly travel outside of the PRTs. - This is due either to a lack of security
in the area or a scarcity of force protection resources provided by the PRT’s
military component.: Most USAID PRT Officers travel several times per
week outside of their PRTSs in tandem with their military counterparts to
meet with government officials or community leaders, make assessments,
design and monitor projects.

1. In testimony before the House Armed Services Committee on June
28, 2006, James Kunder stated that USAID had constructed 528 clinics.
Does this include the 140 clinics USAID claims to have handed over to
Afghanistan in 2003? Does this include the 90 clinics that were
constructed in flood zones?

5
Answer: USAID had constructed 528 clinics by June 28, 2006. This figure
includes the clinics referenced above that were completed and handed over
6
to Afghanistan in 2003.
From the records available, we are not certain of the accuracy or origins of
7
the 90 clinics in flood zones that have been included in this question. In
particular, there is no record in either of the two USAID Inspector General
audits of the schools and clinics program of 90 clinics being built in flood
zones. In fact, this figure is almost certainly inaccurate. We believe that the
actual number of facilities built on potential flood zones is approximately 8

s - . v, . .
and in all cases physical mitigation measures were undertaken.
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Available USAID records indicate that by the end of 2003, there were 68
health facilities constructed with USAID funds (50 clinics from the Rural
Expansion of Afghanistan’s Community Based Healthcare program

(REACH), the Office of Transitionglnitiatives (OTI) constructed 4 clinics

and hospitals and 14 health posts). There were also 63 education facilities
completed by OTI in 2003.

Currently, the total number of clinics constructed as of September 30, 2006

d
is 583.1 This is a comprehensive number that includes all USAID sponsored
programs. The breakdown of clinics by program, to date:

*SACCARP* 230
n

*PRT ** 38

0TI 4

‘REACH 311

Total: 583

*Schools and Clinics Construction and Rehabilitation
Program

**Provincial Reconstruction Team
‘The total number of schools constructed as of September 30, 2006 is 589.
The breakdown of schools by program, to date:

*SACCARP* 371

PRT** 16
«OTI 63
*APEP *** 139
Total: 589
*Schools and Clinics Construction and Rehabilitation
Program

**Provincial Reconstruction Team
***dfchanistan Primary Education Program

It should be noted that in a donor-wide review no other development
program has constructed as many education/health facilities than the USAID
Afghanistan program. This is an impressive feat given the utterly remote
location of many sites; a lost generation of skilled labor due to 25 years of
warfare; complete lack of a logistical distribution infrastructure and high
security risks for the movement of equipment/supplies and for building sites
in remote areas. These clinics have been instrumental in raising the access
to basic health services to the general population from approximately seven
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percent to eighty percent of the population, according to the Ministry of
12
Public Health.

We have no idea how Mr. Gregory Schaefer arrived at the figure of 90

potential flooding sites, as referenced in the letter by Dr. Fatimie,. 13'We have
reviewed the records for the clinic construction program and have identified
19 sites that are located close enough to a water course to merit review for
potential flooding. In eight cases, engineers deemed the risk of damage to
the structure to be sufficiently high, and physical mitigation measures were

implemented. l“Such measures include water channels, earth berms and
Gabion blocks (wire mesh cubes filled with rocks) to divert any flood waters
that approach the structure. In the other eleven sites, the engineers deemed
the potential for damage too low to justify the installation of physical
mitigation measures.

Ina report Senator Coburn obtained from sources in the Ministry of Public
Health (attached to this document), the total number of newly constructed
clinics is actually 235 while 82 more are under construction (as of
November 1, 2006). That means that there are 293 clinics that either USAID
is over-reporting or the Ministry does not know exist. To illustrate USAID’s
confusing and conflicting reports on clinic construction, even when USAID
makes a presentation of its progress on clinics to the U.S. Ambassador (as
shown in the attached Bi-Weekly Update on June 11, 2005), USAID has
conflicting numbers with totals that are not added properly. It explains the
confusion and lack of accounting for exactly how many clinics have been
built and handed over to the Ministry of Public Health to date.

s Please provide a list of all the clinics with their location, cost,
contractor who built them, date they were handed over to the
Ministry, and a photograph of the completed clinic. This list
should differentiate between a brand new clinic and a refurbished
clinic. If the clinic already existed prior to USAID involvement
and was only refurbished, please provide information on what
exactly was refurbished on the clinic (i.e. wall being repainted,
light fixture replacement, new door, etc.). The list should also
indicate whether the clinic is currently staffed and in operation.

The requested data on clinics is included as a chart within the
annexes, located in Volume I of the clinics binder. The chart

-20 -



144

contains a listing of all clinics that have been/are being built,
refurbished. It shows location, type of structure, and contractor who
built them. A photograph of approximately 80% of the structures has
also been submitted in the two accompanying binders. The chart and
the binders together differentiate between new clinics (456 total) and
refurbished clinics (215 total), as requested, and provide information
on what was refurbished (bills of quantity for many of the clinics are
included in the binder). Efforts are underway to provide the
remainder of the requested information, which will be made available
as soon as it is gathered. However, the security situation in
Afghanistan may prohibit us from gathering some of the remaining
information and photos.

The chart is designed to clear up confusion of reports from multiple
sources at multiple times.

Additional question from Senator Coburn’s Office on December
20, 2006: I had a conversation with one of my contacts, and it was
mentioned that a number of the clinics that have been turned over
to the Ministry of Public Health are not equipped or staffed and
therefore are “operating” but not as clinics but other various uses.
Senator Coburn had requested this information to be part of the
master list of clinics you guy are working on, but I'wanted to
clarify that the list should only indicate a clinic is operational if it
is staffed, equipped, and being used as a clinic.

We are aware of a few clinics that are not in operation because of
security threats. In other cases, clinics are not operational because of
time lags between the Ministry of Public Health request for donor
support of anew health facility, and the period required for the donor
to competitively procure a non-governmental organization to operate
the facility. It should be noted that many clinics built with USAID
funding are supported by other donors, while others are operated
directly by MOPH. We are only aware of two cases where clinics
have been used for other activities. In both instances, local police
occupied the facility until it was occupied by health service providers.

o If the average cost per new clinic built is $100k (a conservative

figure based on audits and internal USAID documents), then
this would require more than $50.2M in actual expenditures.
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Please provide data on the total expenditures USAID has made
to date for the clinic construction.
Total cost for construction of clinics is $64,345,073.

6The Ministry of Public Health does not have any records of the 140 clinics
that Mr, Kunder claims USAID handed over in 2003. In a November 10,
2005 letter from the Ministry of Public Health to USAID (attachment #4 to
Senator Coburn’s findings), the Minister requested USAID records that
documented the location and transfer of these missing clinics. To date,
USAID has not responded with an answer to the Ministry, nor has USAID
responded to Senator Coburn’s request for these documents either (question
#2 on page 4 of Senator Coburn’s findings).

e Please provide the requested information on the 140 missing
clinics to both the Minster of Public Health and Senator
Coburn.

USAID recognizes that our methodology for reporting the status of

clinics has been inconsistent. There have been four different

programs involved in clinic construction, rehabilitation, and
refurbishment, all operating under different mandates. In brief, the
process has been long and complex. It should also be noted that since

USAID’s involvement in Afghanistan, the Agency has dealt with

three different governments.

Reports from multiple sources have not properly referenced the
specific program involved. Also, reports have been made at different
times by different personnel within the Government of Afghanistan as
well as different officials within different Ministries. And these have
not always been consistent with reports that the Agency and
spokesman within the Agency have made.

The Agency has made numerous attempts to reconcile data. This was
a part of the Acting Deputy Administrator’s mission to the country in
February. We now have an agreed upon list, which is included in
the annexes as per our response to footnote 5. A letter from
Minister of Health, Mr. Amin Fatemie, is also included in the
annexes. The letter acknowledges receipt of the complete clinics list,
and concurs with USAID’s construction and refurbishment figures.
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7The 90 clinics were referenced in a March 3, 2005 letter (attachment #5 to
Senator Coburn’s findings) to USAID from Dr. Amin Fatemie, Afghanistan
Minister of Public Health. Both Dr. Fatemie and USAID were informed of
the risky placement of the clinics by Greg Schaeffer from the Army Corp of
Engineers. After seeing USAID performance on the initial reconstruction
projects for such projects as the schools, clinics, and highways, the U.S.
Ambassador requested the Army Corps to do oversight and quality checks
on USAID’s work. To date, USAID has not responded to the Ministry of
Public Health regarding these 90 clinics.

sGiven the apparent confusion regarding the clinic records, how does
USAID know for sure that other clinics are not placed in flood zones?
References made in the March 3 letter from Dr. Fatemie are for clinics in the
Schools and Clinics Construction and Rehabilitation Program (SACCARP)
program, since that was the scope of Mr. Schaeffer’s responsibility with
USAID.

The few sites located in flood prone areas have been verified through on-
going monitoring and inspection by USAID and our quality assurance
contractor, International Relief and Development (IRD). We have
confidence that flood prone areas have been properly identified because we
have visited every SACCARP site numerous times, with over 10,000 site
inspections logged, which includes assessment trips, handover inspections,
warranty inspections, as well as routine monitoring inspections.

Corrective measures were implemented as necessary on a case-by-case
basis. The decision to construct flood mitigation measures was based on
discussions between contractor/grantee engineers, USAID/IRD engineers,
and input from local residents who have a experience with flooding in their
community.

To the best of our knowledge, the flood zone problems have been properly
identified for all SACCARP constructed clinics (and schools) and corrective
actions have been taken where required. Of the 19 sites mentioned in our
original response to this question, there are 11 clinic sites that USAID is
monitoring and will budget funds, in the Cooperative Agreements with the
United Nations Office of Project Services (UNOPS) and the International
Organization for Migration (IOM), to provide engineering solutions as
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needed. The remaining 8 sites have already undergone physical mitigation
measures.

In response to Dr. Fatemie’s March 3 letter, USAID and/or its IRD
representative have become regular participants at the weekly Construction
Task Force meetings at MOPH, where ongoing issues such as flood
protection are addressed. In addition, MOPH has participated in the
handover inspections of all clinics completed to date, including flood prone
sites, and has signed the appropriate clinic handover forms.

¢ Please provide a list of all clinics built in a flood zone that
includes location, original cost, contractor, cost incurred to
protect against flooding, date repairs were completed, date
clinic was handed over to the Ministry, and a photo of the
completed clinic. Please attach to this report a letter of
concurrence from the Army Corp of Engineers.
The requested information on the 19 sites mentioned earlier is
provided in the annexes. We do not have photographs
specifically showing the flood mitigation measures for all of the
sites, but can obtain them when security and access permit.

Regarding your request for a letter of concurrence from the US
Army Corps of Engineers, this will require issuing a task order to
the Corps, which would necessitate additional inspections by the
Corps and incur significant additional costs.

9This statement contradicts the statement in the previous paragraph
and later in the document. There, USAID claims 140 clinics were
constructed and handed over to the Ministry of Public Health in 2003.
Here, USAID claims only 54 clinics were completed and handed over.
Later in the document, USAID claims 121 were completed in 2003. See
footnotes #6 and 27.

Please refer to our response to footnote 6.

10Again, the Ministry of Public Health claims only 235 clinics have been
completed as of November 1, 2006. See footnote #5.

As per Senator Coburn’s request in the original set of questions, we provided
a letter from the General Director of Policy and Planning at the Ministry of
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Public Health that states 528 clinics were completed by USAID by June 30,
2006. Also please see our response to footnote 5 and footnote 6.

llProvincial Reconstruction Team (PRT) dollars are not controlled by
USAID but rather by the Department of Defense, which includes
program funding such as CERP funding (until recently when PRT
authority was transferred to other nations under the International
Security Assistance Force).

Please see USAID response to footnote 4 and supporting documents.

12What is the source of the figure that access to basic health care under
the Taliban was only 7%? How does USAID determine the current
access is 80% (based on clinic access) in light of the confusion about the
true number of new clinics built and handed over to the Ministry of
Public Health?

The source of data on access to basic health care is the Ministry of Public
Health (MOPH). MOPH now has a comprehensive, computerized data
system, which provides the location of each health facility in the country by
district and province, the entity (NGO or MOPH) responsible for each health
facility in operation, and the populations they serve. In addition, the MOPH
has an active health management information system (HMIS) that collects
information from all health facilities operating in the country.

It should be noted that the 80% access figure is a consequence of
international efforts, not of USAID’s efforts alone.

13Why did USAID not do everything in its power to verify the analysis of
the Army Corps of Engineers to understand Mr. Schaefer’s report. See
footnotes #7 and 8.

The Army Corps of Engineers did not perform an in-depth analysis and no
report was produced. USAID did display “due diligence” and in fact tracked
down Mr. Schaefer so that he could elaborate upon his findings. He
confirmed that his statements on the number of sites in flood zones were
anecdotal and came from informal discussions with various people. They
were not his personal observations.

According to Mr. Schaefer: “Much of the blame goes to the poor land
parcels donated to or taken by GoA. Nobody wants to give up their flat land
in that country. Much of the problem came with USG’s inability to do site
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visits and the lack of definitive direction to our implementing partners and
the MOPH/MOE.”

14USAID did not begin to address this problem until affer the clinics
were built and after it was discovered by the Army Corps of Engineers
and USAID has yet to fully investigate this potentially life-threatening
issue. See footnotes #7, 8, and 13. While USAID claims to coordinate
and communicate with other U.S. agencies in Afghanistan, this response
suggests the opposite.

USAID began addressing the problem when it became aware of it. This
happened during — not after — the implementation of the SACCARP project
responsible for the bulk of USAID’s clinic construction.  Lessons have been
learned to improve the overall site selection process so that construction in
flood prone areas can be avoided in the future.

Sites for clinic construction are donated by the government or by a local
village. Prime construction land (flat with well drained soil, a shallow water
table, and no exposure to periodic flooding) is often already dedicated for
other uses, such as agriculture or housing. USAID does not categorically
refuse construction of a clinic in a community because the site is vulneraple
to periodic flooding. A decision is made by weighing the scope and cost of
possible mitigating actions against a host of other factors that define the
general quality and constructability of an alternate site.

2. Can USAID provide the location, cost, and contract documents for
the 90 clinics built in flood zones as well as the 140 clinics that it
claims to have handed over to the Afghanistan government in 2003?

Answer: There is no record in either USAID Mission records, or in the two
USAID Inspector General audits of the schools and clinics program of 90

. . . . . 15
clinics being built in flood zones.  Please see our answer from paragraph 2
6

of question #1 above.
USAID can provide records for the eight sites where our engineers deemed
there was a potential risk of flooding and flood mitigation measures were

17
undertaken.

15
There is no record because it appears that USAID intemal controls failed to
recognize the problem and USAID’s seeming failure to coordinate with
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other U.S. agencies has kept it from thoroughly investigating this issue
despite requests to do so from the Ministry of Public Health and Senator
Coburn. See footnotes #7, 8, 13, and 14. There is also no record in 1G
reports or the Congressional testimony of Mr. Kunder regarding the 19
potential sites and 8 sites where USAID engineers deemed there is a risk of
flooding and where flood mitigation measures were taken.

l6See footnotes #5 and 8.

17Senator Coburn already requested this in his findings report. Please
provide a detailed list. See footnote #8 and question #2 in page 4 of
Senator Coburn’s findings.

Please see our response to footnote 8 and accompanying document in
annexes.

3. Can USAID provide a written statement from the Afghanistan
Ministry of Public Health that confirms the receipt of the 528 clinics
referenced in Mr. Kunder’s June 28, 2006 testimony?

Yes. Please see the attached letter from the MOPH. *

18Documents obtained by Senator Coburn from the Ministry of Public
Health only list 235 clinics completed by November 1, 2006. The letter
referenced here by USAID that is from the Ministry states there are 528
newly constructed and renovated clinics. In the testimony of Mr. Kunder,
USAID reports, and earlier in this response, USAID claims that 528 clinics
were constructed.

« Is the true figure for constructed clinics 235 or 528? If it is 235,
then is USAID’s claim of increasing access to healthcare at these
clinics from 7% to 80% inaccurate since USAID only introduced
235 new clinics (with 293 refurbished clinics that may have
already been in operation)?

As of June 2006 the figure of 528 for newly constructed and
renovated clinics was correct. Please see the response to footnote 5
(above). It should once again be noted that the 80% access figure is a
consequence of international efforts, not of USAID’s efforts alone.
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e Please provide a list of every renovated clinic that details what
was renovated, cost of renovation, contractor, date renovation was
completed, and a photo of the clinic.

The Bill of Quantities and other information for many renovated
clinics are included in the binders accompanying this response. These
Bills of Quantity provide the most detailed information available on
the scope of renovations. They range from modest repairs to
substantial renovations. We will continue to collect Bills of Quantity
from our implementers and will provide your office with copies.
Also, see response to footnote 5.

4. Given that the Louis Berger Group Inc. contract was sole-source and
it received payment from USAID regardless of the outcome, who paid
for the reconstruction of Louis Berger Group Inc.’s mistakes and how
much did it cost over the original amount of the initial contract?

Answer: The Louis Berger Group, Inc. (LBGI) contract was not a sole
source contract; it was a limited competition award made in September

2002. P USAID does not provide payment to its contractors unless they meet
the terms of their contract, whether it is sole-source, limited competition, or
full-and-open competition. We discovered a design flaw in some of the roofs
of the schools and clinics built by the LBGI through our normal inspection

20
process. We directed LBGI to rectify the problem. In response, LBGI
replaced, retrofitted, or repaired all of the faulty roofs. At no time were
Afghan citizens

put at risk. “ Because it was a design flaw of LBGI, USAID has required
that the correction of affected trusses should be done at LBGI expense. The
Agency is currently in discussions with LBGI on this issue. SAID will only
pay the costs associated with the delivery of appropriately designed and
constructed facilities. It does n(i)zt pay for the errors that are due to

performance of the contractor.

The primary finding of the Mission quality control system in 2004 and 2005

was the need for structural strengthening of roof trusses. » The school and
clinics in question have been reassessed, and properly renovated. All of the
roofs in need of strengthening have been reinforced or replaced entirely by
the contractors, under the inspection of Mission quality control engineers.
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To maintain the integrity of our school construction efforts and assure the
standard of future work, USAID implements three levels of quality
assurance, depending upon staff availability and security. They are: 1)
USAID staff engineers and USAID-contracted inspectors (International
Relief and Development(IRD) engineers) visit construction sites to verify
building compliance and standards; 2)The USAID-contracted IRD
contractor provides locally-hired engineers to inspect construction sites at
least monthly and to assure compliance (including all aspects such as
foundations, structural reinforcements, concrete work, roofing, walls,
electrical wiring, plumbing, etc.) and -
report bi-weekly to USAID on all projects; and 3) Official Afghan and
USAID validation of the quality of construction prior to the official

handover to the Ministry of Education or the Ministry of Public Health. *
An official from the Government of Afghanistan and USAID staff jointly -
inspect a completed facility and sign off on a certificate of inspection prior
to handing over the school or clinic to the Afghan government.

19Plea’se report the names of the other competitors for this contract.
1. Washington International, Inc.

2. Metcalf & Eddy

3. CH2M Hill; Parsons Delaware Inc; Unioninvest (joint venture).

2ﬂPress reports, IG reports, and sources within the Afghanistan
government disagree. The flaws in the roofs built by Louis Berger Inc.
were not discovered until affer the roofs collapsed during the first
snowfall. It is also reported that USAID did not publicly admit that the
roofs collapsed until after it was brought to the attention of the U.S.
Ambassador to Afghanistan in a weekly metrics meeting,

On January 16, 2005, USAID was informed of a possible problem with the
roof on one of its schools. It sent an urgent message instructing its security
contractor to take photos, and for LBGI to begin an investigation. The next
day, the USAID Security and De-mining local non-governmental
organization flew over the Moqur site in Ghazni province took photos of a
school that showed an 8 by 8 ft section of roof missing; photos are
attached. USAID immediately informed LBGI by e-mail of the findings,
including a picture of the school and the missing roof. It instructed LBGI to
send personnel to the site to perform emergency repairs in order to minimize
any damage to the building interior. LBGI staff that went to the site found a
missing roof section and no indications of a collapsed roof. That section of
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the roof simply had not been finished because the contractor stopped work
when the weather turned. Upon further examination, however, truss
deformation was found. At about the same time this was discovered, an
LBGI Afghan engineer was alerted by the District Governor in Mogor
District of Ghazni province that the roof on the Sekatacha Nawrozi school
had collapsed. This report was erroneous. What was found was bent
trusses, not a collapsed roof . On January 22, 2005, LBGI sent an e-mail to
USAID outlining a plan to initiate inspections on a sample of 12 school and
clinic roof systems. E-mail communications with LBGI attached
indicate a good faith effort on their part to respond to roof problems in a
timely fashion. Further, they acted proactively by undertaking further
investigations of other sites in order to take appropriate remedial steps as
soon as circumstances permitted.

21Ironically, the only reason “no Afghan life was at risk” was not
because of USAID forethought or the “normal inspection process” but
underperformance. The schedule for completing the buildings was long
overdue, so the buildings were not in operation when the first snow fell
which caused the roofs to cave. Had USAID been on schedule, the
buildings would have been occupied--which would put Afghan lives at
risk.

Please see response to footnote 20. No roofs collapsed, and therefore no
Afghan lives were at risk.

22While the repairs to the roofs have been paid for; it is still unclear who
footed the retrofitting and repair bill. It is reported that Louis Berger Group
(LBGI) has not yet accepted responsibility or admitted to its error and
declared in a meeting with Embassy staff that it would not pay the costs of
replacement. It should also be noted that when the initial school roofs
collapsed, the Vice President of Louis Berger Group told the chief of the
Afghanistan Engineering District that LBGI would not pay for the repairs
since USAID had no “hammer”™ over them. Later the USAID Mission
Director stated in a Bi-Weekly update meeting to the Ambassador that
USAID would most likely have to pay for the repairs and had little recourse.

o Where does this issue stand as of this date? Please provide
documentation that Louis Berger Group Inc. paid for the
repairs and did not pass this expense along to the US taxpayer
either directly or indirectly.
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USAID/Afghanistan has an agreement in principle with LBGI
regarding the settlement of roof retrofits, and is in the final stages of
finalizing its terms. This process is governed by federal contracting
law and regulations, and has been in negotiations accordingly.
Documentation will be provided once the settlement has been
finalized.

23Sources in the Government of Afghanistan report this was not the finding
of Mission quality control but of the Afghanistan Ministry of Public Health
construction department staff. Louis Berger Group was forced to redesign
the roof in order to lighten the trusses. This was only done after it was
pointed out that the Model Clinic roof was too heavy and could only be
installed with the use of cranes which would not be possible in many remote
locations. It took the collapse of several roofs before USAID’s quality
control made a finding and discovered that the redesign of roof trusses was
faulty. See footnote #20.

Please see our response to footnote 20, and supporting documents listed.

2/‘Senator Coburn has received photographic evidence suggesting that
reports from USAID contractors on the progress of construction sites
are misleading and inaccurate. The evidence is a Ministry of Public
Health assessment of a Louis Berger Group Inc. report on clinic
construction status. The Ministry went to 5§ sample sites on this one
survey and took photographs of the actual status of sites. In each case,
Louis Berger Group Inc. falsified the report. For example, Louis Berger
Group Inc. reported the Dam Gundai clinic was up to the beams. The
photo evidence taken shortly after by the Ministry shows the site was
nothing more than a concrete slab. This corroborates the reports. of
USAID subcontractors reporting work that was never finished in order
to receive unearned payments (including subcontractors soliciting
bribes to falsify progress reports).

What the photos do not take into account is that a percentage of materials on
site are counted towards the percentage complete. Therefore, the indicated
percentage may reflect the above items, as well as the fact that the sub-
contractor has procured other project materials and billed for them. This is
an accepted practice to report on percent complete in construction-based
projects.
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Therefore, the buildings in question are in fact close to the percentages noted
on the photos. The completion rates are based on a series of items; the
completion of each item is counted as a defined percentage. The items
include: " mobilization; clearing and grubbing; site preparation/leveling;
foundation excavation; foundation; lower bond beam; columns; walls;
electrical work; plumbing; upper bond beam; floor/sidewalks/ramps;
windows/doors; roof system; plaster/tiling; paint; well; septic tank; latrines;
guard house/gate; and final clean-up.

An updated photo of the Dam Gundai clinic is provided in the annexes
and shows progress to date far beyond progress described as “up to the
beams.”

5. Were the 140 missing sites that USAID is claiming to have completed
in 2003 the same Louis Berger Group Inc. sites that United Methodist
Committee on Relief was unable to find? Or is the actual number of
missing sites greater than 140?

Answer: We do not know what the reference to “140 missing sites” refers
25 26
to. In fact, we are unaware of any “missing sites”. The total number of

clinics completed in 2003 was 121. 7 LBGI was not building clinics during
that period. (Refer to Appendix 1, LBGI did not begin to construct schools
and clinics until 2004.) This question appears to confuse the work of
SACCARP (LBGI and UMCOR), which began primarily in 2004 with the

previous work of OTI and REACH that began in 2002 and 2003. ®

25The 140 missing sites are the ones USAID is not able to keep track of itself
nor can prove exist. The 140 missing sites are the ones referenced in the
letter from the Ministry of Public Health and that USAID reported in both a
cable and in its Mission Plan. USAID has yet to answer the Ministry’s letter.
See footnotes #6 and 9.

26In addition to these 140 missing sites, the Washington Post interviewed
David Harbin of the United Methodist Committee on Relief who
claimed there were several more missing sites Louis Berger Inc. claimed
to have started but were never found. See Stephens, Joe and David
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Ottaway, “Rebuilding Plan Full of Cracks,” Washington Post, 20
November 2005.

Louis Berger was initially assigned 105 schools and clinics for construction
and they have been accounted for.

Attached is an e-mail from Mr. David Harbin that states his comments were
not reported accurately.

27This is yet another confusing count by USAID regarding how many clinics
it actually completed and handed over to the Ministry of Public Health. See
footnotes #6, 9, and 25.

28There: is no confusion between the work of Louis Berger Inc. in 2004 and
other USAID work in 2003. There are a significant number of completed
clinics and schools that USAID claims to have completed in 2003 but is
unable to give an account. See footnotes #6. 9, 23, 26, 27.

6. Who ultimately paid the repair costs of Louis Berger Group Inc.’s
poor road construction? How much more did this add to the cost of the
project?

Answer: In general, we believe that LBGI performed well under extremely
difficult conditions. However a USAID Regional Inspector General (RIG)
audit report dated September 21, 2004 did note that there were qzuality

9

problems during construction of the Kabul- Kandahar highway. The
USAID Mission took action by improving LBGI’s quality control and
uality assurance plans as well as improving our monitoring of construction.

The audit closeout report shows that USAID reviewed costs to assure that
there were no payments for any poor quality. In one case, the placement of

3
poor quality asphalt was replaced at no cost to USAID. ' It should be noted
that LBGI was required to provide a one year defect liability warranty of the

work (normal construction practice), also at no cost to USAID.

29
The IG reports that these quality problems were due to USAID’s lack of
monitoring Louis Berger Group Inc.’s performance and due to Louis Berger
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Group Inc.’s lack of quality control and assurance as required by their
contract.

3OPlease provide information on how USAID improved its monitoring
and Louis Berger Inc’s quality control and the dates for implementing
each step taken.
USAID took a number of steps to enhance the monitoring of its projects. In
August, 2004, USAID/Afghanistan created and staffed a Quality Assurance
(QA)/Quality Control (QC) Manager position in its Office of Infrastructure,
Engineering and Energy (OIEE). with the following responsibilities:
¢ Chief QA and Risk Management/Safety Officer.
¢ Developing and implementing turnover procedures and warranty
procedures, including standardized reports, record keeping, and
correspondence.
Primary point of contact with LBGI QA Staff on QA/QC issues.
Training of USAID and IRD staff on QA procedures and policies.
Coordinate QA activities with other OIEE managers.
Working with USAID OIEE administrative support staff to ensure
proper electronic and paper filing system.
¢ Reviewing audits of USAID construction program and assisting the
director and deputies in audit compliance issues. -
Review and approval of QA/QC actions required by contractors.
¢ Preparation and submittal of correspondence to LBGI on routine
QA/QC issues.
¢ Preparation of correspondence for OIEE director on significant
QA/QC issues.
Providing interface with IRD staff on QA issues.
Reviewing IRD staff inspection reports, ensuring LBGI is taking
appropriate actions.
e Tracking corrective actions.
Providing training to IRD roads engineers as needed.
o Supervising turnover procedures and substantial completions.

This position allowed for a full-time' quality manager to anticipate and
monitor quality problems, as well as to seek their resolution. The Quality
Assurance Manager also worked directly with the field monitors from IRD
and reviewed reports of on-going construction activities being performed by
LBGL
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In addition to the position created at USAID, LBGI also created and staffed
a Quality Manager position for its infrastructure program in August 2004.
The Quality Assurance Manager from USAID worked closely with the
LBGI Quality Manager on issues of Quality Control and Quality Assurance.

The Quality Managers from USAID and LBGI collaborated on the creation
of a Standard Operating Procedure for Project Handover, a Construction
Risk Management Plan, and revised Quality Control and Quality Assurance
plans. The Handover Plan was completed and approved in September 2004.
The Construction Risk Management Plan was drafted in December 2004,
and the revised Quality Plans were drafted from December 2004 to March
2005. All of these plans and procedures were approved by USAID and were
integral to improved monitoring of USAID’s program.

31USAID lists one case, but according to the 2004 Inspector General report
referenced in this paragraph and according to reports from within the
Government of Afghanistan, there were many other cases where the road
was cracked, culverts were missing, the foundations were crumbling and
other substantial problems with poor construction quality.

32Please define “proper monitoring.” For example, in the summer of
2004 there was a 25 day work stoppage on road work in the south due to
“security concerns” by the subcontractor. This information was not
reported to the Ambassador until 21 days after the work stoppage
began. Additionally it was learned that the contractor and
subcontractors have the authority to make the decision for a work
stoppage without any consultation with USAID or the Embassy. During
these work stoppages management fees continue to be paid to the
contract or and subcontractors. Additionally, during this time, the
Corps of Engineers had operations in Kandahar and informed the
Ambassador that there were no security issues at the time in that area
that would necessitate a work stoppage on the Kabul-Kandahar road.
For a definition of “proper monitoring,” please see our response to footnote
30.

It should be noted that the 25 day work stoppage did not occur on the Kabul-
Kandahar road. The stoppage occurred on the Kandahar to Herat road, more
than 500 kilometers to the north of Kandahar in Herat. In August 2004,
fighting between local tribal leaders jeopardized the safety of personnel
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working on the Kandahar-Herat Road. United States Protection and
Investigations, Inc. (LBGI’s security provider) recommended the suspension
of operations in the area until September 2004, when the situation was again
deemed safe.

Security issues continued even after the period of the work stoppage.
Construction contractors routinely faced injury and death. throughout the
construction of the Kandahar-Herat road. 138 workers — out of a total of 147
USAID contractor and grantee deaths to date - lost their lives to attacks,
banditry and vehicular accidents while rebuilding infrastructure in
Afghanistan.

Due to the remote location of the site, the laborers lived in camps provided
by the contractor. Contractors cannot contro! the security environment they
are called to work in. Their laborers are paid “stand by” costs when security
issues require the suspension of work. The point is that the costs of labor
and equipment for the sub-contractors rise even when work is suspended.

The USAID contract with LBGI, as well as LBGI’s construction
subcontractors, included provisions for work stoppages due to force majeure
- events such as acts of war, terrorism, and civil unrest. These provisions are
standard for international construction contracts as referenced in the
Conditions of the Contract documents published by the Federation
Internationale des Ingenieurs-Counseils. Work stoppages due to events
which constitute a force majeure are countenanced by USAID in the
USAID Mandatory Reference 305 Country Contracting Handbook, Chapter
2.

e Considering the road was not completed until it was more than
a year over schedule, at what stage of the road construction
process did Louis Berger Inc. provide the one-year defect
liability warranty on its work? How did this delay affect the
original cost and budget?

The Kabul-Kandahar road was completed in two phases: Phase 1,
which consisted of an initial asphalt layer, was laid to provide an
improved riding surface (one layer of asphalt treated base), and
was completed in record time on December 11, 2003, two weeks
ahead of schedule. The end of Phase 1 produced a drivable, all-
weather road inaugurated by President Karzai and former USAID
Administrator Natsios. The Phase 2 completion of the remaining
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Asphalt Treated Base (ATB) course, as well as the wearing course
and shoulder works, was completed in fall 2004, as scheduled.

The one-year warranty period began at the point when each sub-
contractor completed phase 2 work on its respective portion of the
road. In the one section of the road where cracking was found, the
warranty was extended for an additional year.

Are reports accurate that claim at least $150M in additional
Afghanistan reconstruction funds were used to cover the extra
costs of repairing Louis Berger Inc.’s poor road construction
work? If not, what was this added cost?
No, the reports are not accurate and we do not accept the
suggestion that Louis Berger’s work was consistently poor. It was
not. There were several increases to the LBGI contract ceiling, but
the ceiling increases were not due to the reason cited in the
question, but rather resulted from:

--an increase in the portion of the Kabul-Kandahar road that the

US had agreed to construct,

--augmentation of the original contract’s scope of work, to

include the building and renovation of schools and clinics,

along the highway

--the worse than expected condition of the highway between

Kandahar and Herat,

--the need for more preparatory crushing of road-making
material,

--increased security costs,

--increased cost of fuel oil and bitumen, and

-~deterioration of the Kabul-Gardez provincial road due to the

extreme 2004-2005 winter and heavy traffic.

LBGI issued five construction subcontracts to build individual
sections of the Kabul-Kandahar road. Each construction
subcontract for this part of the Ring Road received a daily and final
inspection by LBGTI’s site engineers. All defects in both
workmanship and materials quality were noted in Nonconformance
Reports and a Final Punch-list Inspection, which the construction
subcontractor rectified on an item-by-item basis prior to receiving
final release of their performance bond and retainage. This is a
standard operating procedure for construction contracts. Repairs
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and remediation of non-conforming work and materials were
performed by LBGI’s construction subcontractors at no additional
cost to the US government.

Below are excerpts from the RIG Audit Closeout Report.

“Recommendation 1: We recommend that USAID/Afghanistan develop a
comprehensive monitoring plan to ensure quality, timeliness, and
compliance with contract terms, including requiring the contractor to submit
a comprehensive quality control and assurance program for USAID
approval.

Status: Reference (a) indicates that USAID/Afghanistan determined and the
RIG/Manila acknowledged the management decision to: (1) develop by the
end of calendar year 2004, a series of comprehensive monitoring plans not
only for the road construction activities but also for every program managed
by the infrastructure office and (2) to ask Louis Berger Group, Inc. (LBGI)
to submit a comprehensive quality control and assurance plan. References
(b) and (¢) indicate that USAID/Afghanistan has developed and
implemented comprehensive monitoring plans for every program managed
by the infrastructure office. Also, LBGI has completed an updated and
comprehensive quality assurance plan for the Kandahar to Herat Highway.
The comprehensive plan, detailed general procedures, and work procedures
for each aspect of the work were submitted to USAID/Afghanistan.
USAID/Afghanistan approved the plan/procedures and LBGI is
implementing them in the field.

Recommendation No. 2: We recommend that USAID/Afghanistan perform
an analysis of contractor claims to ensure that USAID does not pay for the
defective roadwork.

Status: Reference (a) indicates that USAID/Afghanistan determined and the
RIG/Manila acknowledged that a management decision was made to require
the Cognizant Technical Officer (CTO) to assure that USAID does not pay
for defective segments of the road when approving invoices for payment.
Reference (b) indicates that USAID/Afghanistan, through extensive
monitoring, analysis, and auditing of the roads projects, has ensured that it
does not pay for repair of defective roads.”

On May 18, 2006, the USAID Office of the Regional Inspector General

(RIG) issued an audit of the Kandahar-Herat Highway, reconstructed by
LBGI, Inc. (see Report No. 5-306-06-005-P). The results of this audit found
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that these reconstruction activities were on schedule to achieve planned
outputs, except for 24 kilometers of road work. There is no mention or
3

. 3
finding of “poor road construction.”

Some of the roads have experienced additional wear and tear given the

heavy overloading of some of the trucks that use them. 34The lack of any
regulations for road usage including enforcing/establishing speed limits and
weight limits for loads, have contributed to the wear and tear. It could be
argued legally that this wear and tear is not covered by the warranty,
although on the completed Kabul-Kandahar road, for example, LBGI and

35 .

their subcontractors did repair minor settlement of isolated spots on the

road during the one year warranty period. USAID’s new infrastructure

contracts will include maintenance work, as well as training and capacity
36

building for maintenance.

33The recommendations for monitoring are inconsistent because USAID
does not have an internal mechanism for monitoring projects and operations
in Afghanistan. There is no qualified staff on the ground with mobility to
oversee the operations, and the only Inspector General is regional and has
limited mobility and expertise in any of these areas. Additionally, the basic
criterion that is monitored is based on outputs and not outcomes.
Demonstrating the actual requirement for proper oversight, in August 2004
COL John O’Dowd the Chief of Afghanistan Engineering District, informed
the U.S. Ambassador that in order to properly monitor the projects that
USAID had ongoing would require a full-time, on the ground staff of 1000.

34 . .

Construction experts report that settlement problems occurred prior
to opening the road and have to do with poor foundation—not so-
called “wear and tear.”

¢ Does this indicate that there are other poorly constructed
roads that the Inspector General has not audited?
In response to-our inquiry about this matter, USAID’s Inspector
General informed us that, “with regard to poorly constructed roads,
the Office of Inspector General is unaware of any other poorly
constructed roads that have not been audited.”
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The Kabul-Kandahar road was designed in accordance with the
recommendations and standards set forth by the American
Association of State Highway and Transportation Officials.
Accordingly, live loading conditions for 18 kip equivalent single-
axle loads to meet the HS20-44 load standard was implemented.
This design standard is the same utilized for highways and
interstates in the United States. The construction quality standard
followed the recommendations of the United States Department of
Transportation Federal Highway Administration, set forth in
Standard Specifications for Construction of Roads and Bridges on
Federal Highway Projects, which provides for strict compaction
requirements for earthworks, aggregate, and asphalt pavement lifts
of construction. The implementation of construction was therefore
similar to that performed for highway and interstate construction in
the United States. The design and the construction followed
normal industry and technical procedures meeting international
quality standards despite the fact the project was implemented in a
country with an ongoing armed insurgency and with little to no
capacity in the local construction industry.

The highway was constructed according to such strict standards to
accommodate the driving conditions found in Afghanistan, to
allow access of vehicles where regulations as to inventory and load
weight are nonexistent, and to minimize maintenance problems to
the extent possible.

35Please define “minor settlement” and indicate the total cost for
repairing Louis Berger Inc’s faulty road construction.

Minor settlement, refers to deficiencies/defects which are normal to any
construction project, such as compaction. Repairs were covered under the
warranty by the various LBGI subcontractors implementing the project at no
additional cost to the US taxpayer.

36Why are maintenance, training, and capacity building a new addition
to USAID contracts? Does USAID incorporate the transfer of
maintenance of infrastructure to local partners into contracts and plans
for reconstruction?

USAID takes seriously the maintenance of projects in which US taxpayers
invest resources. Training and capacity building are not new additions to
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USAID contracts. Depending on the performance track record of recipient
governments, USAID may include maintenance and capacity building
requirements as needed.

Based on evidence available at the time, maintenance was not initially
included as part of the LBGI contract because it was determined that the
Govermnment of Afghanistan would perform it. However, since this did not
prove to be the case, this component was included as part of the new
contract, as well as stipulations on cost recovery.

USAID maintenance training for Government of Afghanistan employees, as
well as the installation of USAID-funded weigh stations to control transport
overloading, should help provide the Afghan Government the resources
necessary to maintain the country’s road assets in the future.

7. Louis Berger Group Inc. failed to have an approved quality control
and assurance program in place, as required by their contract. What
did USAID do in light of Louis Berger Group Inc. breaking the
agreement?

Answer: LBGI did have a quality control and assurance program, but it was
subsequently improved and approved by USAID after the September 2004

audit. 7It should be noted that since LBGI served both as construction
manager and prime contractor under the Rehabilitation of Economic
Facilities Services (REFS) Program, requiring both quality control and
quality assurance programs in place, USAID managers felt it prudent to
contract with IRD to provide a third, independent quality control and
assurance program. This decision in no way indicated a failure of LBGI’s
own quality control (QC) and quality assurance (QA) program, but was part

of an effort to improve the program as a result of the September 2004 audit.
38

37

The Inspector General reported in this 2004 audit that Louis Berger Inc.
did not have the necessary quality control and assurance and required by
their contract.

e Isit USAID’s position that the Inspector General report is
inaccurate?

41 -



165

No. The September 2004 1G report found that “USAID/Afghanistan
did not fu/ly monitor its road reconstruction activities . . . although it
has taken some positive steps to improve monitoring (emphasis
added).” The report further stated that “USAID/Afghanistan
generally checked the timeliness of the reconstruction activities, but
did not fully monitor the quality of the road construction, in part, due
to security restrictions that limited travel outside of Kabul.” The
report made recommendations regarding the development of a
“monitoring plan to ensure quality, timeliness, and contractor
performance,” and to “review contractor claims to ensure that USAID
does not pay for the defective work that had to be redone.”
USAID/Afghanistan concurred with both recommendations and
explained in a letter to the IG the steps that the Mission had taken or
was implementing to address some of the gaps. All of those changes
were put in place.

s - 'What controls have been put in place to ensure proper
monitoring and fulfillment of contractual requirements by
LBGI? How will USAID conduct this monitoring?

Please see our response to footnote 30.

38When it became evident to the U.S. Ambassador that Louis Berger Inc.
was mismanaging its reconstruction programs (especially after several
problems were pointed out by the Ministry of Public Health regarding the
“model” clinic and poor road construction) the Ambassador requested the
Army Corps of Engineers to perform quality assurance of Louis Berger
Inc.’s work. As the result of this poor performance, the U.S. taxpayers ended
up paying for USAID, IRD, the Army Corps of Engineers, and the Inspector
General (3 different U.S. agencies and 1 NGO) to monitor Louis Berger
Group Inc.

o Please provide the total expenses incurred by the Inspector
General, USAID, IRD, and the Army Corps of Engineers while
performing this additional and unforeseen monitoring of Louis
Berger Group Inc.’s activities.

USAID foresaw the need for extensive oversight and monitoring

because of the volume of funds it was mandated to oversee in

Afghanistan, the scope of projects it was asked to implement, the

accelerated time frames for showing results that US strategic interests

required, and the environment of war and insurgency in which we
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were called to operate. It was, in fact, the Agency which brought in
the Corps of Engineers as it was the Agency that requested its IG to
concurrently audit its Afghanistan projects.

In fact, the Corps of Engineers, IRD and USAID were not engaged
seriatim to oversee unforeseen shortcomings. The Inspector General,
USAID, IRD, and the Army Corps of Engineers acted as
complementary parties assuring quality for USAID’s projects. It is
not uncommon to augment Quality Assurance (QA) teams during the
course of construction when conditions dictate. QA is a fundamental
component of the infrastructure program and the number and
qualifications of QA personnel change with the program
requirements.

In terms of expenses incurred for the monitoring and QA of USAID
programs in Afghanistan:

Since 2003, OIG has spent $2.7 million to provide oversight of
the Agency’s programs.in Afghanistan. (For further
information, please contact the office of USAID Inspector
General Donald A. Gambatesa at 202-712-5948).

IRD total contract amount for power, roads, schools and clinics
is $57,937,032

The monitoring cost for USACE is not available because there
was never a specific mechanism (Agreement or MOU) between
USAID and USACE with an established budget and deliverable
for the monitoring work. A formal arrangement was never put
in place because the Corps was not able to access most of the
site locations with ex-pat inspectors due to poor security. The
Corps’ effort became extremely limited because of security
concerns and eventually it was realized that IRD with its
national staff was the only practical means to monitor remote
project sites.
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8. Why is USAID again using Louis Berger Group Inc. with such a poor
track record (that could include fraud if “completed sites” are never
located) to handle more critical infrastructure projects?

Answer: The Afghanistan Infrastructure Reconstruction Project (AIRP) was
won by the Louis Berger Group in joint venture with a worldwide leading
U.S. energy sector firm, Black & Veatch, after a full & open competition
involving a best value selection process performed strictly according to the
Federal Acquisition Regulation (FAR). Five offerors competed for the
award. Under a FAR Part 15 negotiated procurement, best value award
process, the offerors’ technical and cost business proposals are evaluated
according to the terms of the relevant Request for Proposal, and the Louis

Berger/Black & Veatch (B&V) team won on this basis. » This is a joint
venture, under the terms of which B&V will do all energy/power sector
work, LBGI roads, and any other work will be split 50/50.

Past Performance was duly considered as a technical evaluation factor, along
with: Technical Understanding & Management Approach, Staffing Plan &
Qualifications of Proposed Personnel, and Corporate Organization &
Capabilities.

39The ability to author well written proposals does not give any indication
about the ability to produce results—but past performance is such an
indicator. In this case, Louis Berger Group’s past performance on roads,
schools and clinics was lacking when it came to the quality of the
construction, amount over budget, time past deadline, and other indicators.

e Why does USAID not consider past performance failures when
awarding contracts—even if they are as large as $1.4B as in
this case?

Past performance is a normal criterion in USAID selection
processes and was one of the criteria considered in this selection
process. Other criteria included: technical understanding and
management approach; staffing plan and qualifications of proposed
personnel, and corporate organization and capabilities.

We reject the suggestion that LBGI performance on the Kabul to
Kandahar Road was in any way a “failure”. It was in fact a signal
achievement of strategic importance to Afghanistan and the
foundation for its further development. President Karzai’s
announced it as his number one priority and LBGI was able to
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accomplish it on time and under budget, during conditions of war,
and with a paucity of local resources. Such an engineering feat has
been rightly recognized by the civil engineering profession for a
series of awards.

e Considering Louis Berger Group has a failed track record and
was removed from projects due to mismanagement and poor
performance, why would USAID consider Louis Berger Group
Inc. in the first place?

LBGI was not removed from projects by USAID in Afghanistan as
a result of mismanagement or poor performance. We decided to
reduce the number of schools and clinics to be built by LBGI, and
to transfer that work to other NGOs to allow us to build at a faster
rate, and to allow LBGI to focus on roads.

The contract was awarded based on a full and open competition;
all proposals were considered equally under the system. Selection
criteria included past performance, technical understanding and
management approach; staffing plan and qualifications of proposed
personnel, and corporate organization and capabilities. As per our
response to previous bullet, LBGI performed in an outstanding
manner during the construction of the Kabul-Kandahar road, and
received many engineering awards as a result.

9. How many site visits can USAID document of U.S. officials making to
inspect projects and ensure quality of the work? What functions do
USAID staff perform on a project after they disburse funding for the
project?

Answer: USAID officials and their contracted inspectors/engineers made
more than 4,100 site visits over the life of the school and clinics program.
For the SACCRP, the USAID Cognizant Technical Officers (CTOs) or the
contracted IRD: vertical structures managers (US citizens) have visited
schools and clinics in every province where construction is occurring
(except Uruzgan) and have visited works constructed by each of the
Implementing Partners/contractors in the program. Visits to sites in southern
and some eastern provinces have stopped recently due to security
restrictions. USAID can provide documents for all sites where US officials
have participated in the handover
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inspection. In many cases where the CTO is restricted from going to the site
for security reasons, USAID’s Afghan engineer {alternate CTO) has led the
handover inspections. In general, USAID direct inspections and inspections
by organizations, such as International Relief and Development (IRD), have
identified problem areas and }}[i)gh quality control for the school and clinic

program early in the process.

Each USAID project is managed by a Cognizant Technical Officer (CTO)
who is responsible for the management and oversight of the contract, which

includes inspection and ensuring the quality of work. 41Given the security
situation in Afghanistan and the consequent restrictions on the movement of
Embassy staff, USAID CTO in Afghanistan are unable to inspect projects as
often as they would like. For that reason we hire third party contractors to
conduct site visits. This is not an ideal situation; however, the security
situation in the country necessitates this practice. Our project managers,
however, inspect sites to the extent possible, and are in constant contact with
their project implementers.

*As indicated in Senator Coburn’s findings, neither USAID nor IRD
discovered the bribery and falsification of progress reports that were filmed
on a hidden camera and reported by the Washington Post. Furthermore, had
these types of problems been identified earlier in the process as USAID
claims, the roofs and walls in the schools and clinics built my USAID would
not have collapsed, poor materials would not have been used, rebar would
have been properly installed prior to concrete being poured, design problems
would have been corrected before construction.

41Given the 2004 Inspector General reported that USAID failed to
monitor the Kabul to Kandahar Highway, was the CTO for this project
derelict in his duty or was there no CTO assigned?

A CTO (project officer) was assigned to this project and was not derelict in
his duty. USAID early on recognized the magnitude of his task and moved
to include IRD and the Corps of Engineers to complement his work.

As stated above, the September 2004 IG report found that
“USAID/Afghanistan did not fu/ly monitor its road reconstruction activities
... although it has taken some positive steps to improve monitoring
(emphasis added).” The report further stated that “USAID/Afghanistan
generally checked the timeliness of the reconstruction activities, but did not
fully monitor the quality of the road construction, in part, due to security
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restrictions that limited travel outside of Kabul.” The report made
recommendations regarding the development of a “monitoring plan to ensure
quality, timeliness, and contractor performance,” and to “review contractor
claims to ensure that USAID does not pay for the defective work that had to
be redone.”

USAID/Afghanistan concurred with both recommendations. All of the
recommended changes were put in place.

¢ Are reports accurate that claim there is only one CTO
assigned to cover the construction of hundreds of clinics, the
reconstruction of hospitals, and provision of healthcare
services to 13 provinces?
Project officer responsibilities are separated between construction
and health care services. The Director of Social Services
Development (SSD), Deputy Director of SSD and the Senior
Health Advisor share project officer responsibilities for various
health care service contracts and agreements. There is a separate
project officer for the SACCARP program and clinic construction
carried out through PRT is overseen by a project officer in the PRT
office.

It should be noted that it is normal practice to have one designated
CTO for a project, in order to have a clear line of responsibility.
However, that does not signify that only one person is responsible
on a daily basis for the management and implementation of the
project. The CTO works with other members of the USAID team,
in coordination and collaboration with a large implementer staff.

_» How were the site visits conducted?
Site visits were (and continue to be) conducted by road and
helicopter.

s Were the inspectors USAID employees or contractors?
Inspectors are either IRD or USAID employees.

e What training and qualifications in engineering and
construction do the inspectors have?

All inspectors for IRD and USAID, including Afghan nationals,

have degrees in Architecture or Engineering.
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e What expertise in infrastructure development do the CTOs
have?
The current project officer for SACCARP has a Master of
Architecture degree with 13 years experience in design and
construction. Prior to being assigned to USAID from the US Army
Corps of Engineers, the project officer was the program manager
for military construction at Eielson AFB, Alaska with a program
valued in excess of $100 million per year.

¢ Are the CTOs located in Kabul or in Bangkok?
The CTOs are located in Kabul.

10. Why did USAID permit Shelter for Life to pass through money to 5
Stones after 5 Stones was rejected from doing the contract?

Answer: The Five Stones Group (FSG), on its own initiative, submitted an
application to build schools and clinics to USAID for consideration. USAID
reviewed this application along with the other four applications received.
This was in response to a limited request for applications (cooperative
agreement and not a contract).

USAID and US Army Corps of Engineers (USACE) reviewed all five
applications, including FSG’s. Based on the applications, they found all five
to be capable of implementing the program. However, because FSG was a
new organization, they did not meet the criteria that a recipient must be in
existence for 3 years; they lacked internal

systems, including financial reporting systems, that a direct recipient of USG

funding must have; consequently USAID rejected its application. 42FSG later
collaborated with Shelter for Life, without any involvement from USAID,
and SFL submitted an application. The award was given to Shelter for Life,
with FSG as 335ub—recipient to SFL. However, SFL terminated FSG after

four months,

As noted above, the application by FSG was not rejected on the basis that it
was not capable of implementing the program, but rather because it did not
4

meet the requirements mentioned above . It is not uncommon for a new
organization to begin development work as a sub-recipient under a more
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experienced NGO. Further, USAID is not in “privity” of agreement with
sub-recipients and, accordingly, must look to the Recipient, in this case SFL,
to manage and enforce the terms of its sub-agreement, including the
financial requirements. This relationship is spelled out in USG regulations;
specifically, 22 CFR 226.51 which states as follows: “Recipients are
responsible for managing and monitoring each project, program, sub-award,
function or activity supported by the award. Recipients shall monitor sub-
awards to ensure sub-recipients have met the audit requirements

delineated in Section 226.26.” 45(Emphasis added).

2
4“In the preceding sentence, USAID claims that it reviewed Five Stones
Group’s application and found that it was capable of implementing the
program, but then USAID says it lacked “internal” and financial reporting
systems.

e Why doesn’t USAID include an NGO’s capacity to manage
finances and have internal controls when it determines which
companies have the capacity for implementing its programs?
USAID does consider an applicant’s capacity to manage finances
and internal controls. FSG’s direct application to USAID was not
approved due to deficiencies in these areas. The primary criterion
to judge an applicant’s ability to implement a program is based on
technical expertise. However, a number of other criteria, such as
the applicant’s management and financial controls, must also be
satisfied during a proposal review. Therefore, FSG was deemed
technically capable of implementing the program... the first
criterion. But the firm was judged as lacking required experience,
accounting and internal controls, and its application was rejected,
based on this second criterion.

¢ Does this explain why USAID projects in Afghanistan
consistently have significant cost overruns?
Although situations such as sub-grantee non-performance can
contribute to an increase in program cost, in Afghanistan cost
overruns have generally been due to the rising costs of security and
the danger and difficulty of working at exposed project sites.
Some are in extremely remote locations, where protection by
Coalition forces is not generally available. The fact that a good
number of USAID projects were being implemented in the context
of an active insurgency needs to be underscored when judging the
overall performance of the Agency.
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43Sources on the ground in Afghanistan report that the contract was only
terminated after the U.S. Ambassador discovered USAID permitted Five
Stones Group to continue operating in Afghanistan (with Shelter For Life
acting as the pass through). When he was informed of the details at a metrics
meeting, he threatened to remove from country the USAID official, Charles
Mosely, who had knowledge of this arrangement. The Inspector General's
office reports that a criminal investigation was initiated, but due to lack of
follow-through by USAID to pursue the matter, the investigation was
dropped. The ability for Five Stones Group to thwart the system in this
fashion is an illustration of USAID’s lack of monitoring its programs while
relying solely on the reports of its contractors.

¢ Did USAID take any disciplinary action against its CTO officer
who failed to monitor the contract with Shelter For Life?

After the 1G closed its investigations, USAID decided not to renew

Mr. Mosely’s contract.

¢ Why didn’t USAID pursue the investigation of the Five Stones
Group that was started by the Inspector General on this
matter?
According to IG statements: “Regarding the Five Stones Group, the
Office of Inspector General closed its investigation upon receiving
declinations to prosecute from the United States Attorney’s Office.
Since USAID had previously taken administrative action by
terminating the Shelter for Life grant, the Office of Inspector General
did not refer the matter to USAID for additional action.”

44See footnote #42.

45What is the penalty for the “recipients” when they fail to monitor the
sub-awards properly? What action has USAID taken against Shelter for
Life? Has Shelter for Life subsequently received any additional
contracts from USAID anywhere in the world?

Penalties for non-compliance of recipients are listed in the Code of Federal
Regulations Section 226.62. A copy of the relevant section is attached. In
the case of Shelter for Life (SFL), the agreement was terminated by USAID
for failure to comply with the terms and conditions of the award. SFL
appealed this termination in accordance with 22 CFR 226.62 by submitting a
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dispute per Subpart F of the CFR. The Agreement Officer made a decision
to rescind the termination and to reinstate the award, but with a partial
suspension of works not started. The works or buildings that were well
underway were continued, but works in the very early stages or not yet
started were suspended pending successful corrective actions by SFL, at
which time the situation would be re-evaluated. SFL senior management,
including its CEO, flew to Kabul removed certain staff and instituted cost-
sharing. The cost-sharing arrangement helped absorb some of the losses
incurred due to Five Stones Group’s earlier non-performance. USAID took
appropriate action again SFL, and subsequently SFL. was able to meet the
terms of its agreement, and finish all of its school and clinic construction
work by May 2006. Shelter for Life has received subsequent awards from
USAID.

It should be noted that given the volume and scope of programming,
shortcomings in aspects of it were not unanticipated. This is why the
Agency voluntarily engaged its own IG to undertake Afghanistan oversight
functions. The Agency was not acting in a perfect world but in a war zone
where defeating terror and beating back an insurgency were the primary
objectives.

Arguably, the SFL case could be interpreted as vindicating the oversight
process that was in place: USAID suspended; SFL corrected; and now SFL
is a good performer.

11. Has USAID used 5 Stones for any other project? If not, how was 5
Stones permitted to be in Afghanistan when it didn’t qualify as a
contractor and weren’t in use by USAID? Can USAID provide the
paperwork given to 5 Stones permitting it to be in Afghanistan?

Answer: USAID/Afghanistan has not had a direct award with FSG; USAID
involvement with FSG occurred when Shelter for Life, on its own volition,
decided to use the FSG as a sub-recipient. USAID has no authority over
what NGOs can operate in Afghanistan. Per the Government of Afghanistan,
all NGOs must comply with the NGO registry process and are required to
register before they begin operating in the country. USAID does not have

46
copies of any paperwork permitting FSG to operate in Afghanistan.
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46U.S. government sources disagree because it was known to officials at
USAID that the Board of Directors and corporate executives who
created Five Stones originally came from both Shelter for Life and a
lobbying group in Washington. Knowing this information would make
it clear that there were violations of contracting law. The investigation
was initiated after a US judge forced the issue based on the evidence he
had seen while in Afghanistan.

The agreement that Shelter for Life (SFL) had with Five Stones Group was a
sub-grant and USAID contracting officers had no reason to believe there was
any conflict of interest arising from past associations between staff members
of the two organizations. SFL was considered acceptable from a pre-award
standpoint. SFL’s application with FSG as a sub-award was reviewed by a
technical evaluation team and found to be adequate and acceptable, and no
exception was taken to FSG as a sub-recipient. It is not uncommon for
USAID to suggest that organizations not yet capable of managing a direct
grant pursue a sub-grant instead. This allows them to improve their
management systems while performing for the direct grantee.

12. Why didn’t USAID attempt to retrieve the money and/or equipment
from 5 Stones after they were removed from the contract? Can USAID
provide the documentation illustrating 5 Stones use of the grant met the
requirements of the contract agreement with Shelter for Life?

Answer: USAID officials, in conjunction with Shelter for Life, pursued all
equipment procured by FSG and the USG’s interests were protected. The
Contracting Officer and Executive Officer went out to the FSG compound,
with the assistance of several USAID local staff, confiscated all vehicles and

drove them to Shelter for Life which had title to the-equipment. 7

USG interests were protected through out the process and equipment and
property issues handled in accordance with 22 CFR 226. In other words,
USAID did get much of the equipment back. Shelter for Life absorbed the
cost for other equipment.

USAID does not have pertinent documentation that illustrates Five Stones
Group’s use of the grant met the requirements of the contract agreement

with SFL.

47
Please list the equipment that was salvaged from the Five Stones
Group contract, and give the amount of expended “start up” funds that
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were never collected from Five Stones Group either in the form of
equipment or cash. Please indicate who replaced the funds that were
never recovered from Five Stones Group (i.e. the U.S. taxpayer or
Shelter For Life).

A list of equipment that was recovered from the Five Stones Group is
provided in the annexes.

48Why does USAID use contractors who are unable to document full
compliance with the terms of their contract? What sort of reporting is
normally required of contractors to ensure compliance?

USAID goes to great lengths to be a good steward of the public’s money.
When a recipient of a cooperative agreement is determined not to be in full
compliance with the terms of its agreement, action is taken to terminate or
suspend the agreement. In the case of the cooperative agreement with SFL,
performance reports were submitted quarterly, in keeping with the program
description. A Final Report was also submitted. Reporting on construction
activities included biweekly reports on construction progress, as well as
monthly expenditure and quarterly accrual reports.

A work plan is normally submitted annually to USAID outlining how the
implementer will achieve the objectives of its agreement. Depending on the
terms of the agreement, the implementer then provides USAID with regular
progress reports that can range in frequency from weekly to semi-annual.
The progress reports provide information on the implementer’s activities, the
objectives being met, and reporting on indicators.

In the case of Afghanistan programming, the Agency’s first objective was to
put in implementers that could perform in a post-conflict environment and a
non-functioning state. Shutting down SFL was not the Agency’s
preoccupation. Rather, our primary objective was to complete projects,
undercut the insurgency, help save the lives of American troops, and achieve
the U.S. strategic objectives in the War on Terror.

13. Was there any reprimand or other action taken against the USAID
officials who permitted the questionable arrangement between Shelter
for Life and 5 Stones?

Answer: USAID’s agreement was with SFL, not FSG. SFL upon its own
accord used FSG as a sub-recipient. We are unaware of any “questionable
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49
arrangement” between the two organizations. ~ Shelter for Life staff acted
properly under the circumstances, as did USAID officials as noted in the
previous answer. No reprimands or other actions were justified and none

were taken.50 As per 22 CFR 226.61, SFL, not USAID, was ultimately
responsible for terminating the (sub) agreement with FSG. SFL complied
with section 226.51 (h), which requires that Recipients to notify USAID of
developments which have a significant impact on the award-supported

activities and to offer assistance needed to resolve the situation.
49
Are you now aware of any “overhead” that Shelter For Life took from

this pass-through to Five Stones? If so, has USAID attempted to recover
this money?

Overhead for Shelter for Life on its sub-awards was not originally part of the
USAID-Shelter for Life agreement. Overhead was added to the agreement a
few months prior to Five Stone’s termination. Of the overhead costs
charged in that short period of time, some was absorbed by Shelter for Life’s
voluntary cost-sharing agreement.

It should also be pointed out that in circumstances like these, the cost of
pursuing the recovery of overhead for sub grantees shortcomings may prove
more costly to the taxpayer than absorbing the costs.

50If the pass-through to Five Stones was acceptable, why was the
agreement terminated?

The agreement between Five Stones and Shelter for Life was terminated by
Shelter for Life as a result of Five Stones” failure to comply with the terms
of its agreement.

14. When did USAID first hear that Cooperative Housing Foundation
(CHF) was soliciting bribes from local subcontractors? What was
USAID’s response? Why was CHF not immediately terminated as a
contractor and criminal prosecution initiated?

Answer: As soon as CHF informed USAID/Afghanistan about the incident,
which was late 2003, the USAID Inspector General Criminal Investigator

51
was contacted. CHF took immediate corrective action when they first
became aware of bribery issues; long before the incident was reported by the
Washington Post. RDA, the company that was being solicited, was

subsequently found to be in default for shoddy workmanship. *CHF took
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immediate recourse for the actions of its employee, and continued with the
implementation of its contract.

51The Inspector General’s criminal investigation into this matter did not
begin until this year when Senator Coburn’s staff brought it to his attention.
Furthermore, CHF was not the informant, but the Afghanistan subcontractor
that CHF was soliciting bribes from was the informant. After this incident,
despite CHF employees actively bribing its subcontractors to falsify reports,
USAID continued to award contracts to CHF.

Please see response to footnote 52 below.

52Why didn’t USAID take “immediate recourse” against CHF rather
than rewarding CHF with millions more in contracts?

USAID took immediate and proper action by contacting the IG. The IG
found that this was not an institutional issue with CHF as an entity, but
improper activity by a CHF employee. CHF took action accordingly. This
matter was handled in accordance with all applicable legal and regulatory
standards.

15. On the tape that shows the bribery taking place, CHF claims to have
taken bribes from subcontractors of other sites in the area. Did USAID
follow up on this probability and determine these other sites so the
construction work can be checked and repaired, if found to be under
code?

Answer: Yes. USAID has set standards that all contractors must adhere and
this standard was applied to the construction work undertaken by CHF.
USAID’s standard for substantial completion requires that the building is
checked thoroughly to ensure building specifications are met, including any
applicable codes. The process includes inspection to ensure the structure is:
(1) generally in good order, (2) functions as intended, and (3) has no life
safety issues (i.e., meets code in critical areas). Lastly, inspectors compile a
punch list of items for minor repair (repairs to hardware, change of light
fixture, etc.) to be addressed later. These items do not hinder operations by
the user.

16. Given International Relief and Development’s (IRD) failure to
monitor construction progress, why has USAID continued to use IRD
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and recently award it a several hundred million dollar contract to
monitor overall progress in Afghanistan?

Answer: For schools and clinics in particular, IRD has done an excellent job

of monitoring construction progress.53 The current IRD contract value is
$57,973,032 over five years. IRD won the contract on a best value basis
after a MOBIS (GSA Schedule) competition for which five other proposals
were received. IRD with its largely Afghan staff, had the ability to arrange
sites visits to places where we could not go — but all this was done without
excessive expense.

Please refer to the letter from the Ministry of Public Health on IRD’s
54
performance.

53Senator Coburn has received photographic evidence that illustrates
that reports from USAID contractors on the progress of construction
sites are likely inaccurate. IRD failed to catch these inaccuracies in its
reporting. See footnote #24.

Please see our response to footnote 24, which explains how the rate of
completion is measured, and confirms the completion rates which were
provided.

e What is the criterion that USAID uses to deem IRD’s
monitoring performance “excellent?” Are there penalties in
IRD’s contract for this type of significant failure in
monitoring? Why hasn’t USAID enforced the penalties in this
case?

USAID uses several means to determine a company’s performance

and assure that it complies with the standards required by its contract.

IRD’s work is considered excellent because of its rigorous attention to
monitoring efforts and the results they have achieved. Since the start
of the current Schools and Clinics Construction and Refurbishment
Program (SACCRP) in April 2004, IRD has conducted well in excess
of 10,000 monitoring inspections. IRD has documented each visit
with photos and/or project status information and has communicated
its findings via email, telephonic and face-to-face discussion on a near
daily basis. Although the output is impressive, the outcome speaks
for itself. With 6 different Implementing Partners and more than 200
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sub-contractors, the quality of work is consistently high across the
board. In formal weekly reviews between USAID and Implementing
Partners, IRD consistently provided detailed reports on the status of
buildings to include photos and trip reports. This detailed information
provided the basis for timely response by the implementing partners to
rectify quality concerns and improve quality assurance. IRD was the
common denominator among all implementing partners and sub-
contractors in defining and quality assurance.

This quality is reflected in the fact that the Ministry of Education and
Ministry of Public Health have accepted all completed sites to date
and have provided USAID with letters of appreciation. It is also
reflected in the continued good relations we have with each Ministry.

To be sure, the monitoring program is an enormous undertaking and
there have been and will continue to be constant refinements in

planning; procedures, implementation and monitoring/evaluation. In
no way is it reasonable to conclude that IRD has failed significantly.

1." The following table from the November 2006 report illustrates the
activities that IRD has undertaken.

}l_out_me ) 230 98 23 91 18
Handover 50 5 21 24 0
Final 20 4 0 16 0
Punch List 23 4 14 2 3
}Varra‘l.lty 48 3 10 35 0
Site , 8 0 3 3 2
Total 379 114 72 171 23
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2. Monitoring inspection reports: Monitoring inspections are almost
always made with coordination and participation of the contractor
or grantee. A report is prepared to identify the site, its progress,
and any issues for resolution. . Photographs are provided on the
report as backup.

3. Daily Interaction: The project officers for the schools and clinics
program interact almost daily with IRD via email, telephone, and
face to face meetings in order to carry out the completion of the
program.

4. Feedback from contractors and grantees: USAID routinely
receives and/or solicits feedback from its contractors and grantees.
These organizations consistently “accuse” IRD of being over-
zealous with its inspections.

5. USAID project officers have participated in approximately 10% of
the handover inspections of completed facilities. The quality of
these facilities, as shown in the photographs in the attached binder,
show consistently high quality across the board, irrespective of
implementer.

54Senator Coburn’s staff has contacted senior officials at the Ministry of
Public Health who had no knowledge of this letter being signed by the
Minister until extensive further inquiries were made. At that point, they
expressed regret about the letter and assured Senator Coburn’s staff
that future letters presented for signature would be more closely
monitored since this letter does not accurately portray the
mismanagement of USAID contractors and the frustration the Ministry
has had with USAID in the past. Given that the Minister of Public
Health himself was the only one aware of the letter, we suspect that the
letter may have been signed under intense pressure by USAID. These
senior officials also assured Senator Coburn that now that they know
USAID’s motives for this letter, the Minister will be careful not to sign
more letters that fail to reflect reality.

USAID categorically rejects any allegation that the Agency employed
“intense pressure” to procure the signature of the Minister of Public Health.
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In fact, USAID did not solicit a letter from the Minister Public Health
regarding IRD’s performance.

USAID?’s relationship with the Ministry of Public Health was and is an
excellent one, based on close collaboration between our staff and
implementers with that Ministry. This is not USAID’s assessment alone. In
2006, the Government of Afghanistan, at its own volition, bestowed the
highest civilian honor of the country, the Mir Masoodi Khan Award, to Dr.
Jim Sarn and Mr. Jim Griffin, the USAID Mission’s health advisors.

17. Given USAID outsourcing of construction to companies like CHF
and monitoring to companies like IRD, what role does USAID play in
these programs? Using this agreement with CHF to build clinics and
schools as an example, what percentage of the funding does USAID
claim for its administrative overhead? What percentage of the funding
is claimed by the contractors and subcontractors for administrative
overhead? What percentage of the funding is for the “bricks and
mortar?”

Apswer: USAID has rarely engaged in directly implemented construction
work since the 1960s; rather USAID’s role is that of contract administration.
This contract administration includes financial oversight and field
monitoring. Because of the large size of the USAID program in Afghanistan
compared to the size of the USAID field staff, consulting companies such as
IRD have been awarded contracts to assist the Agency with program
monitoring. This is particularly true for infrastructure programs including
school and clinic construction, roads, and power sector work.

USAID does not attribute administrative overhead to individual agreements,
The total “administrative overhead” budget, including both the operating
expense account and program funding for USAID/Afghanistan in FYO07 is
estimated at $60.3 million, a significant portion of which is for security
costs. This budget covers an approved total staff level of approximately 306.
The requested FYO07 program funding level is $802,800,000. Thus, the
percentage of “administrative overhead” (from both OE and Program funds)
to the overall program funding level is 7.5%.

A General Accounting Office audit found that in September 2004, the
average program funding per staff person for USAID Missions worldwide
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was $1.2 million, whereas for USAID/Afghanistan the average was $11.2

million. 55The Mission does not know precisely how the GAO calculated
these figures; however, as of September 2006, the obligated amount of
USAID/Afghanistan’s funding in active awards was $3.1 billion (the total
estimated cost of these awards is $5.2 billion). This gives a current ratio of
$10.1 million per staff person using the obligated level, and $17.1 million
per staff once the remainder of the funding is obligated into the current

56
awards. Considering both the “overhead” of less than 10% , and the high
staff-per-managed-dollar, the funds appropriated to USAID for Afghanistan
are being very efficiently managed.

The USAID Mission’s award file shows that the CHF “overhead” rate was
23% applied to total direct costs — but for this award CHF excluded from
total direct costs the amount of construction and refurbishment above

$25,000 for each sub-award. ¥ Modification No. 4 (signed September 2005)

shows the following budget:
Personnel $1,031,062
Fringe Benefits 207,760
Travel 341,450
Equipment 1,468,500
Supplies 140,600
Construction 5,178,544
ODC 4,105,070
Indirect cost 1,523,679
Grand total $13,996,665

Equipment, Construction, and Other Direct Costs (ODCs) are as a practical
matter part of the Construction element, i.e., “bricks and mortar.” Under the
LBGI contract referred to elsewhere (including Ring Road, schools &
clinics, etc.) 24 per cent was spent on design, management, supervision,
demining, site security and indirect overheads and profits. Under the grant
with the United Nations Office for Project Services (UNOPS), another
implementing partner for roads, schools and clinics, the corresponding figure
is 19 per cent.

35
Given the level of funding being managed by USAID staff in Afghanistan,
this is not an example of efficient or effective money management.
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56

Mr. Kunder’s replacement as USAID director in Afghanistan, Patrick Fine,
contradicts this claim of low overhead (see attachment #7 of Senator
Coburn’s findings).

o Please provide a more comprehensive accounting of all money
spent—including subcontract expenditures. This report should
clearly differentiate how much of the total funding was
actually spent on “bricks and mortar.” See footnote #57.

The following calculation assumes the definition of “Bricks and Mortar” as
the total value of construction contracts awarded to Afghan prime
contractors. The CHF program was completed by IOM, so additional
subcontracts were tendered by IOM.

A. Construction Contracts with change orders:
CHF: $6,478,914 (actual costs as of November 2005)
IOM: $2,597,930 (actual costs as of December 2006)
Total: $8,988,087 (Bricks and Mortar)

B. All other costs, excluding Bricks and Mortar
CHF: $7,517,751
IOM:  $541,477
Total: 8,059,228 (NGO other costs)

C. Award Amount to Complete CHF Assignment
A+B: $17,047,315

D. IRD Cost for S&C Quality Assurance
QA: $594,327

E. Total Paid by USAID for Implementation and Management of CHF

Agreement
A-D: 817,641,642

F. USAID overhead as calculated by GAO (7.5%)
.075E: $1,323,123

Summary: 51% of every dollar is spent on Bricks and Mortar costs,
excluding USAID overhead. With USAID overhead included, 47.4% goes
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to “bricks and mortar.” The balance was spent on overhead, quality
assurance, monitoring, design, engineering, and related costs.

57It appears that most of the work of CHF was subbed out and done by
others.
¢ Why would these costs be excluded if it hinders USAID from
giving a truthful representation of the real overhead versus
funds spent on “brick and mortar?”
The word “excluded” refers to the amount for which CHF did not
claim overhead. According to the terms of its agreement with
USAID and USAID regulations, overhead was not charged on a
sub-award for the portion of that award over $25,000. We used
that amount for the purposes of our calculations.

¢ Why isn’t it USAID policy to keep an accurate record of where
the funding flows in order to have an accurate assessment of
the real progress of its programs?
It is USAID policy to keep accurate records of funding flows.

18. How has USAID corrected the problem with building sites in
locations that are inaccessible or not near doctors and medical workers
to staff the clinics?

Answer: All USAID clinics have been staffed by MOPH, or designated

58
NGO medical personnel. ’ USAID consulted extensively with the Afghan
Ministry of Public Health when designing health programs, including clinic
construction to assure optimal staffing.

(Please see attached letter from the MOPH). 59 Consultations between
USAID and the MOPH are intended to ensure that the clinics are built where
they are needed. In the mountainous rural areas that cover much of the
country, there is always consideration of the importance of preserving scarce
agricultural lands, which are critical in maintaining the nutritional status of
villagers. In all cases, site decisions take into consideration the need to staff
each location. However, clinics in rural areas experience considerable staff
turn-over, which is a challenge for the MOPH and NGOs to maintain a full
staff complement at all times.

g)lease refer to the letter of support from the Minister of Public Health.
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58Please provide the date when every clinic USAID constructed has been
staffed, and also indicate whether the staff was provided by the Ministry
of Public Health or a NGO. According to audits, media reports, and
sources within the Afghanistan government (see Senator Coburn’s
findings), due to lack of communication, coordination and local buy-in,
many clinics were constructed in inaccessible locations or near villages
with no staff that could operate the clinic.

USAID worked closely with the MOPH Task Force, chaired by the Director
General for Policy and Planning, in selecting locations for clinics, to ensure
need and accessibility. Task Force members include senior representatives
from the Ministry’s construction directorate, a USAID construction
consultant (from the REACH project), representatives from USAID
construction contractors and selected NGO engineers, such as from the
Swedish Committee for Afghanistan and Ibn-Sina.

The Task Force met weekly at MOPH. Task Force members or
representatives visited all proposed clinic sites. During field visits, members
met with provincial governors, provincial public health directors, district
governors and community elders to confirm that clinic sites were located in
areas with need and access. Selected sites were visited and coordinates
recorded: Nevertheless, these efforts at monitoring staffing are a constant
challenge.

Generally, clinics are fully staffed within three to six months after
construction is completed. We cannot provide specific dates services began
for the hundreds of clinics that are staffed and in operation, since many
clinics built with USAID funding are operated by other donors, MOPH, or
local NGOs.

Delays in staffing sometimes occur because the GOA has its own formal
process for accepting a clinic upon completion of construction. Then, if the
MOPH is unable to staff the clinic, it will formally ask a donor to provide
staff and overall operations support for the new clinic. The MOPH operates
clinics directly in three provinces: Parwan, Panjshir and Kapisa. Clinics in
all other provinces are, with few exceptions, staffed by Afghan personnel
hired by Afghan, American or international NGOs. These NGOs are
supported by donors, the major ones being the World Bank, EC and USAID.
USAID provides support to more clinics than any other donor, supporting
clinics in 13 of the 34 provinces in Afghanistan.
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USAID occasionally receives reports of clinics not currently being in
operation. These are brought to the attention of the MOPH. Usually such
reports come from district or provincial government officials, and sometimes
from donor-supported monitors. These staffing requirements present an
enormous and continuous challenge to the MOPH and Government of
Afghanistan.

nghis letter does not excuse USAID for past failures to work with the
Afghan government. The letter may be referring to recent changes and new
developments since the claim is contradicted by previous letters and
statements from the Ministry of Public Health to USAID pleading for more
consultation and inclusion with USAID’s executive decisions on clinic
locations (see attachments #1, 2, 4, and 5 of Senator Coburm’s findings and
footnote #51).

6DPlease refer to footnote #54.

19. How much more money has USAID spent to reconstruct schools and
clinics or has USAID abandoned them? Are there any lost costs in this
project?

Answer: This question is not clear. 611f the question refers to projects
damaged or destroyed by anti-government elements, to date about 20 sites
have been affected to varying degrees by attacks and suffered major damage.
Of those damaged and in secure environments, most have been repaired
within budget (contingency funds) by the implementing partners. Those few
too severely damaged to be repaired within budget or in areas where security
is untenable have been suspended until the situation improves and the
mission can reassess the cost and benefit of repairing or replacing the
facility.

61 . . .
Given the context of Senator Coburn’s findings, the question refers to the
numerous schools that were built in inaccessible locations, flood zones, or in

locations with no nearby staff to operate the clinic.

¢ Please provide the total amount of lost costs and cost overruns
on this project due to USAID’s poor planning.
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It is indisputable that additional short-term costs are incurred in
working with Afghan ministries. Additional costs are implicit in the
Agency'’s efforts to build indigenous capacity, and we do not believe
such costs are “lost”.- The long term gains may be considerable
although not immediately calculable. The Afghanistan we found in
2002 was a failed state with little capacity. It was not unusual to
change plans in light of the fact that the Agency dealt with several
transitional governments during this period. An on-going insurgency
forced changes in projected times and places for programming. Such
changes were inherent in the environment in which we were operating
and reflected an effort to adapt to changed circumstance, not-poor
planning.

The State Department has. stated recently in their oversight reports on
construction in Iraq that the cost differential is 16% to 22% additional
for the combined indirect and direct security costs. These reports are
in line with reports from IOM, which states that a project can be 15%
to 20% higher in “conflict zones”. This is in addition to the increases
in costs for the risks taken by shipping materials along high-risk
thoroughfares and laborers being threatened by night letters for
working with the coalition forces.

Therefore, much of the increases in cost of construction in
Afghanistan are due to the reality of doing such work in active
conflict zones.

For information about the schools in flood zones and etc, see our
response to footnote 8 (above).

20. Were the schools and clinics located in inaccessible locations
included in the total completed sites that James Kunder reported in his
June 26, 2006 testimony of the progress in Afghanistan? If so, what is
the number of schools and clinics that are currently in use and handed
over to the Afghanistan government?

Answer: All of the schools and clinics built to date by USAID were
included in Mr. Kunder’s testimony of June 26, 2006, The number of
schools and clinics handed over to the Government of Afghanistan currently
stands at 588 schools and 583 clinics respectively. Please note that as per the

-B5-



189

formal turnover process in response to Question 3, a school or clinic can be
in use prior to being officially handed over to the
Government.

21. What measurable indicators are being used by USAID to measure
healthcare capacity in Afghanistan? Public health capacity? Health
workforce development? Other health systems such as public health
surveillance efforts, vital statistics capacity development, others?

Answer: One of the ways USAID/Afghanistan reports progress against its
goals is through the USG Action Plan. The Action Plan tracks inter-agency
progress against performance goals, noting both monthly program outputs as
well as annual measures of impact over 5 years. Agencies that participate in
the Action Plan are: USAID, State Department (including INL), DOD,
Treasury, and DEA.

For the health sector, USAID has almost 20 indicators to measure success in
the health sector. Our key indicators are listed in the answer for Q 22. Other
indicators are: number and percent of children fully immunized for
diphtheria petrusis tetanus (DPT-3); proportion of births attended by skilled
health personnel; number of people served in operational USAID-supported
clinics (per month); number of community health workers (CHW) trained;
number of people receiving treatment and counseling (per month) from a
CHW; number of midwives graduated from formal midwifery training
program; number of midwives enrolled in formal midwifery training
program; and number of doctors, nurses, midwives who received refresher
training.

22. What specific measures of morbidity and mortality are being used
by USAID to demonstrate U.S. contribution to improvements in the
health of the Afghan people?

Answer: USAID is using the following key indicators to demonstrate U.S.
contributions to improvements in the health of the Afghan people:
¢ Total people served by the Basic Package of Health Services and
the Essential Package of Hospital Services (via USAID’s clinics
and community health workers provide services)
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e Percent of women and children being served by the Basic Package
of Health Services and the Essential Package of Hospital Services
Health

o Increases in knowledge and behavioral change for key preventive
health practices

e Number of skilled community midwives graduating and practicing
in communities and the number of women receiving treatment and
counseling (a proxy for Maternal Mortality.

[t is important to note that indicators such as infant and maternal mortality
are not measured the monthly or yearly, as significant changes are normally
62

seen over 5 to 10 year periods

62 . . . .
The figures provided here are simply inputs; not outcomes, and there is no
standardized information about the quality of these inputs, just raw numbers.

» Does USAID require all its NGOs operating clinics to collect
standardized disease data at every clinic and to report it back
to a centralized location at the Ministry of Public Health? If
not, why not?

This is a requirement. Centralized data collection is now being
implemented.

_+» In addition to case reports and disease surveillance, what sort
of random, systematic chart reviews are required by USAID to
ensure the quality of care being delivered and to measure
improvement in the reduction of preventable problems such as
maternal or infant death, inappropriate medication, lack of
presumptive malaria treatment for pregnant women, etc?

The implementer responsible for technical and managerial
improvement makes random visits to clinics to assess the
effectiveness of clinic operations. Regular inspection visits, are
made - sometimes jointly — by MOPH personnel and a supervisory
contractor or grantee officer to assess the quality of care delivered
at USAID-supported clinics. A summary of 1,355 monitoring
visits made between 2003 and 2006 by Management Sciences for
Health to more than 300 USAID-supported clinics under the
REACH program is attached.
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o How does USAID justify the claim that a 5-10 year period is
required to see changes in light of CDC’s success in reducing
maternal mortality in half at the Rabia Balkhi hospital in

- Kabul (a joint project of DOD and HHS)?
More than a fifth of Afghan women now have access to a trained
birthing attendant (more than a 50% increase from an estimated
12% in 2003). It will take more time to extend skilled birthing
services to all Afghan women. As we have said above, so far
USAID has trained and deployed over 800 midwives, a significant
improvement over previous conditions. However, given the time
needed to identify, train and deploy new midwives, a sea change in
outcomes will take time. Addressing such systemic factors such as
illiteracy rates, sanitation, access to potable water and nutrition —
all of which contribute to maternal and child health -- can only be
improved over the long-term. We expect, therefore, that
measurable improvements in maternal mortality nation-wide will
of necessity come more gradually than in the capital city’s leading
hospital.

As per our response to Footnote 2 above, related to infant
mortality, the same “Best Estimates” of Social Indicators for
Children in Afghanistan” has made estimates for maternal
mortality.” The “best estimate” of maternal mortality as quoted in
this publication is:

e 2002 - 1900 deaths/100,000 live births
o 2004 - 1550
e 2005 - 1500

As USAID is the largest donor in the health sector, changes in’
maternal mortality levels, assuming the UNICEF “best estimates™
are accurate, can be largely attributed to USAID’s collaboration
with the MoPH.

s  Why, if well-trained birth attendants are being trained and
placed would you not see improvements in birth outcomes
right away?
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Improvements can be seen more immediately. However, changes
in morbidity and mortality rates at the national level take longer to
determine. Please see our response to the previous question.

23. What process is being followed to work with all partners and
develop a strategic plan whereby funding levels are demonstrably most
allocated to the highest health-related priorities?

Answer: The major health donors to in the country are the World
Bank, European Community (EC) and USAID. Together we support
the highest health priority in Afghanistan - basic health delivery - in
all 34 provinces via national and international NGOs. Total costs per
year for the three donors are over $70 million a year to deliver health
care through village health posts and clinics and hospitals at the
district and provincial and levels. The WB, EC and USAID programs
follow basically the same model, as approved by the Ministry of
Public Health (MOPH): The Basic Package of Health Services for
Afghanistan (for health posts and clinics) and the Essential Package
for Hospital Serves. Both “packages” were developed under a USAID
contract, and we hold regular coordination meetings among the major

donors. 63At least quarterly, USAID health staff has detailed
discussions with the officers responsible for the WB and EC health
portfolios. The MOPH and the MoF has, at minimum, monthly
meetings with major donors, including the JICA, DIFID, CIDA,
WHO, UNICE61:“ and other UN agencies involved in health delivery

improvement.

63Please describe the type of “coordination” happening at the “coordination
meetings” that USAID holds regularly with the major donors, as your
answer indicates.
e What processes and outcomes are being standardized?
The three major health sector donors, World Bank, EC and USAID,
have standardized health delivery systems, implemented through
NGQOs, called the Basic Package of Health Services and Essential
Package of Health Services. Documents describing these systems
were provided to your office earlier this year. These are
comprehensive systems at the health post, clinic, district and
provincial hospital levels. The major donors have somewhat differing
contracting mechanisms; however, through sharing ideas, and
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guidance from the MOPH, we are moving towards standardizing
monitoring and other implementation systems so that the MOPH
inherits a uniform delivery system in the future.

o What strategic goals have been set and how are they being
measured and by whom?

The MOPH has a coherent, but fairly general, National Health

Strategy. Donors, particularly USAID and the World Bank, are

working with the MOPH on a more specific health strategy for the

country. The Health Management Information System (HMIS) tracks

a comprehensive list of indicators.

e Who ultimately is accountable for the success of these health
sector efforts?
USAID and its contracting partners have contributed substantially to
the very real improvements that have been made to the Afghan health
system since 2003. From the Afghans’ and donors’ perspective,
however, the MOPH has stewardship of Afghanistan’s health delivery
system, even though most health delivery in the country continues to
be funded by donors and implemented by NGOs.

e Please provide minutes or follow-up group emails to attendees
arising from any of these meetings.
Minutes of the November 8, 2006 Donor Coordination meeting
at the MOPH are included in the annexes.

e In the 2005 Supplemental funding, over $13M was
appropriated to USAID for immunizations of Polio, Malaria,
and Typhoid. However, it is reported that USAID attempted to
reprogram nearly $9 million of this funding to be used for
“support to the Ministry of Public Health for international
meetings” and “social marketing.”
$13 million was not appropriated to USAID/Afghanistan for
immunizations of Polio, Malaria, and Typhoid. Pursuant to section
2104 of the 2005 Supplemental Appropriations Act, Congress was
notified of USAID's intent to use $4.3 million for Tetanus, Polio,
and Malaria Control. None of this $4.3 million was used for
“support to the Ministry of Public Health for international
meetings” or “social marketing”, or any purposes different than
those notified to Congress in the section 2104 report. A copy of
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the relevant pages of the section 2104 report is included in the
annexes.

e Why would USAID prioritize international meetings over
immunizations?
USAID does not prioritize international meetings over
vaccinations.

64It is reported that USAID has replaced Management Sciences for Health

(MSH) with WHO as its primary umbrella organization for the disbursement

of health sector funds (>$50M).
e How does giving the UN money for overseeing health sector

spending build sustainable capacity in the country?

The World Health Organization already works closely with the Grants
and Contracts Management Unit (GCMU) of the MOPH to manage
the competitive procurement of NGOs to deliver health services in the
13 USAID-supported provinces. The MOPH/GCMU issues Requests
for Applications for relevant population clusters in the 13 provinces.
The MOPH is accountable for convening a Technical Review
Committee that reviews applications. A committee of representatives
from the MOPH, WHO and USAID then selects the most responsive
applications and an award is made by WHO. No award is made
without MOPH approval.

Once selected, NGOs deliver the health services, but the latter are
monitored closely by a team of MOPH and WHO monitors. One of
WHO’s tasks is to build the monitoring capacity of the MOPH so the
latter can begin to manage the entire BPHS and EPHS delivery
system.

USAID is planning to provide direct funding to the MOPH once we
determine that the MOPH has the capabilities to manage the funds.
The move from MSH to WHO is an intermediate step toward having
the MOPH run the delivery system. And this will build capacity.
Thus it is a move towards government management of the system and
sustainability.

¢ Since the Ministry of Public Health is ultimately going to have
to take over the health sector for the country, why would
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USAID not give the money to the Ministry and then
aggressively monitor the spending and operations under that
contract to ensure that the Ministry is transparently and
appropriately disbursing it to the various NGOs and
government clinics and other players?

In 2006, in accordance with USG regulations on accountability,
USAID began conducting annual assessments of the MOPH’s
ability to manage funds for the delivery of Basic Package of Health
Services and Essential Package of Health Services directly. The
2006 assessment concluded that the MOPH management
capabilities were not yet up to the standards required to manage
US Government funds directly. This year’s assessment will be
conducted in April or May 2007 to determine:if the Ministry can
now meet the qualifications needed. USAID’s implementers, MSH
and WHO, will continue to work with the MOPH to strengthen its
management capabilities.

What exactly are the terms of the contract with WHO? What
outcomes are being measured by WHO under the contract?
What standardized data collection is WHO requiring of all its
subcontractors to measure improvements in health programs?
A copy of the grant to WHO is included in the annexes, along
with a copy of an MOU between WHO and one of the
implementing NGOs, which specifies the data subcontractors are
required to collect to measure improvements in health programs.

Will WHO be making public all of its spending to
subcontractors on a web site?

WHO will not make pubilic all of its spending to subcontractors on
a website, as such information could be used by insurgents to
target the NGOs. However, WHO will be providing regular
reports. It should be noted that spending changes may take place
in light of the security situation.

Attached is a copy of an MOU between WHO and one of the
implementing NGOs, which lays out the data the subcontractors
are required to collect to measure improvements in health
programs.
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24. Given competing accounts of USAID coordination with other USG
and local partners, please provide support for Mr. Kunder’s testimony
that that USAID is working closely with the Defense Department and
other agencies and local partners.

Answer: USAID is working closely with all USG agencies, including the
Department of Defense, both in Afghanistan and in Washington.

Close collaboration with the Department of Defense, the U.S. Coalition
Forces, and more recently NATO, occurs both around the Provincial
Reconstruction Team (PRT) program, and special initiatives such as “Policy
Action Group,” led by President Karzai and his National Security Advisor.

USAID, CFC-A and CDC have regular meetings 