SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

FIVE YEARS
OF IRAQ RECONSTRUCTION

Since April 2003, the United States Congress has appropriated
more than $46 billion for the relief and reconstruction of Iraq.
This Quarterly Report provides a comprehensive update on how
that money has been spent, with information on the top five proj-
ects in each construction sector, the top contractors by income, an
overview of reconstruction management, and SIGIR’s new audits
and inspections.

OIL REVENUE BOOM

Irag’s oil exports and production held at post-invasion highs

this quarter, while oil prices again reached historic levels. Con-
sequently, oil revenue income is on course to hit $70 billion for
2008—twice what was expected. Of note, the price for a barrel

of Iraqi oil has increased by more than 250% since 2003. Deputy
Prime Minister Barham Salih said that the Council of Representa-
tives will issue a supplemental budget later this year to appropriate
the oil windfall income.

UPDATING THE YEAR OF TRANSFER

Transferring funding responsibility: The U.S. share of recon-
struction spending in Iraq dropped from 60% in 2003-2004 to
about 50% in 2007. The GOI budgeted $13 billion for capital in-
vestment in 2008, and it now bears the burden for reconstruction
spending in Iraq. Further progress on the reconstruction front in
Iraq depends on the GOI’s capacity to execute its capital budgets.
In 2007, Iraq’s ministries spent just over 50% of their capital bud-
gets, while the provinces spent about 30%.

Transferring reconstruction assets: SIGIR released its fifth review
of the asset-transfer process this quarter, finding that the program
needs a new agreement between the U.S. and the GOI to govern
the transfer of assets from U.S. to Iraqi control. The program also
requires improved management accountability practices among
the agencies involved. Sustaining the billions of U.S. dollars
invested in Iraq depends on the implementation of a good asset-
transfer program.

Regarding U.S. relief and reconstruction plans, programs, and operations
in Iraq, the Special Inspector General for Irag Reconstruction provides
independent and objective:

e oversight and review through comprehensive audits, inspections, and
investigations

advice and recommendations on policies to promote economy,
efficiency, and effectiveness

e prevention, detection, and deterrence of fraud, waste, and abuse
information and analysis to the Congress, the Secretary of State,

the Secretary of Defense, and the American people

Stuart W. Bowen, Jr., was appointed Inspector General in January 2004. This past February,
the IG completed his 19" trip to Iraq to review progress on the reconstruction effort.

Transferring responsibility for security: Progress on the security
front this quarter was significant but uneven. No new provinces
were transferred to Iraqi Security Forces control, but the overall
level of violence was substantially lower as a result of the surge.
The security situation remains volatile, as evidenced in the uptick
of attacks in Baghdad and Basrah during late March and early
April.

SIGIR AUDITS

This quarter, SIGIR released it fifth focused contract review, a
study of the Perini Corporation’s contract for work on Iraq’s
electrical sector. The review found that $123 million was spent on
11 task orders before the U.S. government terminated the con-
tract. Five of the 11 task orders were significantly descoped, and
another five were cut short because contractor costs were too high
or projects were delayed too long. Government contract officers
monitoring the Perini contract turned over, on average, every 65
days, contributing to oversight weaknesses. SIGIR also issued a
new review of the Iraqi Security Forces, finding that it is difficult
to obtain reliable data on the number of assigned and trained ISF
personnel. An update of SIGIR’s ongoing review of the DynCorp
contract for police training concluded that DoS has made progress
on implementing SIGIR’s prior recommendations to recover
contested costs and to reconcile invoices.

SIGIR INSPECTIONS

This quarter, SIGIR inspected the Nassriya Water Treatment
Plant—the largest U.S. project funded by the IRRF. At the time

of the inspection, the plant was producing at 20% of capacity
because the GOI has not provided adequate power for the facility.
The inspection noted shortfalls in the number of trained person-
nel available to operate the plant. Valued at $277 million, this
project exemplifies the importance of effective sustainment and
asset-transfer processes. SIGIR also inspected two school projects
funded by CERP dollars—the Binaslawa Middle and Sarwaran
Elementary Schools—each valued at over $600,000. The inspec-
tion found that the Republic of Korea had awarded the CERP
contracts for the schools without the necessary documented
authority. Further, the contracts required the use of Iranian-made
bathroom fixtures, a violation of existing policies. Plans are un-
derway to remedy shortfalls on these projects.
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*Dahuk, Erbil, and Sulaymaniyah make up the Kurdistan region. . . . .
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Kirkuk Substation Combustion Turbines (The MOAG),
$205.16 million

Nassriya Water Supply Project, $276.73 million
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