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OVERVIEW

The Special Inspector General for Iraq Recon-
struction (SIGIR) reports on the obligation
and expenditure of funds provided for Iraq’s
relief and reconstruction from three sources:
U.S. appropriations, Iraqi funds, and interna-
tional donations. As of December 31, 2007, the
amounts contributed from these three sources
for the reconstruction program totaled $113.945
billion, including $47.485 billion in U.S. appro-
priated funds, $50.634 billion in Iraqi funds, and
$15.826 billion in international support for Iraq
reconstruction.

This section provides an update on support
for Irag’s reconstruction by three key stakeholder
groups:

The United States:

The U.S. Funding section reviews reconstruction
appropriations by fund and summarizes the use
of U.S. tax dollars in Iraq. The section provides
details on the Iraq Security Forces Fund (ISFF),
Commander’s Emergency Response Program
(CERP), Economic Support Fund (ESF), Iraq
Relief and Reconstruction Fund (IRRF), and
funding for the Bureau of International Nar-
cotics and Law Enforcement Affairs (INL).

The section on U.S. Support for Iraq’s Develop-
ment summarizes progress in key programs and
projects, providing an overview of U.S. manage-
ment of the efforts in Iraq. The review includes

OVERVIEW

information on Reconstruction Management;
Provincial Reconstruction Teams; Economic
Development; Refugees, IDPs, and Human
Rights; Services; and Capacity Development.

Iraq:

The Iraq’s Governance Activities section pro-
vides information on how Iraq is managing
and implementing services and expanding
governance. This section updates the status of
the Iraqi Budget, Provincial Iraqi Control, and
Democracy in Iraq.

International Donors:
The International Support for Iraq Reconstruc-
tion section discusses donor contributions and
efforts. It includes the status of the International
Compact with Iraq, the Stand-By Arrangement
with the International Monetary Fund (IMF),
and debt relief provided by donor countries.

Appendix D cross-references budget terms
associated with the IRRF, ISFF, ESF, CERP, INL,
and international support for Iraq reconstruc-
tion. IRRF sectors have also been defined differ-
ently by the Gulf Region Division, the Depart-
ment of State, Public Law (P.L.) 108-106, and
SIGIR. Appendix E provides a cross-reference of
these sectors.

For an overview of the sources of funds
provided by these stakeholders, see Figure 2.1.
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U.S. Appropriated Funds

($47.485 billion)

Since 2003, the Congress has appropriated U.S.

funding for Iraq’s relief and reconstruction to 4

major funds and 30 smaller accounts, including:

« Iraq Security Forces Fund (ISFF)—$15.440
billion

o Commander’s Emergency Response
Program (CERP)—$2.661 billion

o Economic Support Fund (ESF)—$3.287
billion

o Iraq Relief and Reconstruction Fund
(IRRF)—$20.914 billion

o Other Relief and Reconstruction Funds
(including 30 accounts)—$5.183 billion

Appendices G and H include more compre-
hensive information about the sources of U.S.
appropriated funding, including IRRF appor-
tionments, a historical perspective of relief and
reconstruction accounts, operating expenses,
and obligated and expended funding activities.

Iragi Funds ($50.634 billion)
As of December 31, 2007, the Government of
Iraq (GOI) has provided $50.634 billion for the
reconstruction of its country. Today, the contri-
bution provided through the Iraqi capital budget
represents the most critical component of the
reconstruction program. Thus far, Iraq has not
been able to fully execute its annual budgets,
particularly for capital improvements. Iraqi
funds fall within these categories:

« vested (frozen) funds of $1.724 billion

16 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION
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o seized funds, including confiscated cash
and property, of $0.927 billion

o Development Fund for Iraq (DFI) support
of $9.331 billion (including the DFI Transi-
tion sub-account), drawn primarily from
oil proceeds and repatriated funds

o Iraqi capital budget funding of $38.65 bil-
lion from 2003 to 2008 (Final 2008 capital
budget has not yet been passed.)

More details are provided in Table 2.1 and
Section 2¢, Irag’s Governance Activities. For an
accounting of seized, vested, and the DFI transi-
tion sub-account, see Appendix I, “Iraqi Funds
Obligated for Reconstruction Activity by CPA.”

International Support

for Irag Reconstruction
($15.826 billion)

The continuing success of the Iraq reconstruc-
tion program will depend significantly on
assistance from the international community.
The International Compact with Irag—a five-
year Iraqi-developed plan to achieve stability,
sound governance, and economic reconstruc-
tion in Iraq—is now the primary mechanism
for coordinating international support for Iraq.
Currently, the total amount of donor support
pledged is $15.826 billion.

For an update on the activities of interna-
tional donors and a detailed overview of debt
relief, see the discussion of International Support
for Iraq Reconstruction in Section 2d.
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Figure 2.1

SOURCES OF IRAQ RECONSTRUCTION FUNDING - $113.945 BILLION
$ Billions

TOTAL RECONSTRUCTION
FUNDING
$113.945

INTERNATIONAL IRAQI FUNDS
DONOR PLEDGES $50.634%b:¢

$15.826

Seized $0.927

Iraq Capital
Budget Vested $1.724
2003 - 2008
$38.652¢
_— DFl Transition
DFI Under
IRAQI FUNDS g‘;'f’;;ﬁ?””t g;g 31
a, b, c .
$50.634 DFI $7.0P
U.S. APPROPRIATED FUNDS
$47.485¢
- -
U.S. APPROPRIATED IRRE CERP $2.661

FuNDs $20.914 o———ESF $3.287
$47.4854
.» Other $5.183¢
ISFF $15.44

a. Includes August 11, 2004 transfer of $86 million cash from the Central Bank of Iraq for CERP at the authorization of the Ministry of Finance.

b. In previous Quarterly Reports, SIGIR reported approximately $20 billion in DFI cumulative deposits to fund Iraqi government operations and
reconstruction programs. SIGIR has refined that number to reflect only reconstruction funding, which is approximately $7 billion, according to GAO
Report 05-876 (July 28, 2005, p. 2).

c.Table 2.1 includes a breakdown of Iraqi capital budget expenditures, CY 2003-2008.

d. Where Irag-only appropriations are unavailable, SIGIR assigned 85% for Iraq based on historical trends.

e. May include humanitarian aid or other types of assistance.

f. NEA-I, response to SIGIR data call, January 4, 2008.

Note: This quarter, SIGIR changed methodology for reporting international donor pledges. Beginning with the January 2008 Quarterly and Semiannual
Report to Congress, SIGIR will use the official U.S. government source — DoS:NEA-I — as the sources for pledge data. The dollar change from last quarter
is due to the revised reporting method.
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IRAQI CAPITAL BUDGETS FOR RECONSTRUCTION, CY 2003-2008

CALENDAR IRAQ CAPITAL  CONVERSION IRAQ CAPITAL  DOCUMENT

YEAR BUDGET (DINARS) RATIO? BUDGET (5 US) SOURCE(S)

2003 Not Provided in NA $609,500,000 “Republic of Iraq: Budget Revenues and

Dinars Expenses 2003,” July-December

2004 5,114,323,000,000 1,500 $3,409,548,667  “Presidency of the Iraqi Interim National
Assembly: The State General Budget for 2005"”

2005 7,550,000,000,000 1,500 $5,033,333,333  “Presidency of the Iraqgi Interim National
Assembly: The State General Budget for 2005”

2006 9,272,000,000,000 1,500 $6,181,333,333  “GOI 2006 Budget” (as approved by TNA and
written into law December 2005); U.S. Treasury,
response to SIGIR data call, 1/4/2008

2007 12,675,560,005,000 1,260 $10,059,968,258  “GOI Budget 2008: Overview of Revenue and
Expenditure, 2007-2008;" U.S. Treasury, response
to SIGIR data call, 10/15/2007

2008 16,030,822,000,000 1,200 $13,359,018,333  “GOI Budget 2008: Overview of Revenue and
Expenditure, 2007-2008"

Total $38,652,701,925

2Source of dinar/$US conversion ratio: U.S. Treasury, response to SIGIR, January 21, 2008.

TABLE 2.1
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U.S. FUNDING FOR IRAQ RECONSTRUCTION

U.S. FUNDING FOR IRAQ RECONSTRUCTION

SIGIR is required to report on the oversight SIGIR’s jurisdiction to all monies appropriated to
of and accounting for U.S. taxpayer funds these funds since 2003.
expended on Iraqs relief and reconstruction The funds appropriated for the U.S. recon-

under Public Law (P.L.) 108-106, Section 3001 struction program in Iraq now total $47.485
(as amended). In December 2006, P.L. 109-364 billion. Nearly half of this funding went to
expanded SIGIR’s oversight to include all funds ~ the IRRF, of which less than 10% remains for

made available for FY 2006 for the reconstruc- expenditure. Figure 2.2 shows the status of funds
tion of Iraq, including the ISFF, CERP, ESF, under SIGIR’s oversight authority, and Figure 2.3
and other sources for reconstruction. The new shows a timeline for all major U.S. funds appro-
National Defense Authorization Act expands priated for relief and reconstruction to date.

Figure 2.2

SUMMARY OF SIGIR OVERSIGHT

$ Billions, % of $32.037 Billion

Sources: P.L. 108-106, P.L. 109-13, P.L. 109-234, P.L. 109-102,
P.L.108-11, P.L. 109-148

\

. IRRF 2 PL.108-106 $18.439 58%
ISFF PL.109-13,109-234 $8.398  26%
IRRF 1 PL.108-11 $2.475 8%
. ESF P.L.109-102, 109-234 $1.545 5%
CERP P.L.109-148, 109-234 $0.708 2%
Other PL.109-102, 109-234 $0.472 1%

CERP = Commander’s Emergency Response Program
IRRF 1 & 2 = Iraq Relief and Reconstruction Fund
ISFF = Iraq Security Forces Fund

ESF = Economic Support Fund

PL. = Public Law
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Figure 2.3

TIMELINE OF U.S. APPROPRIATIONS
$ Billions

2003 2004 2005

2006

Jan  Apr Jul  Oct Jan Apr Jul Oct Jan Apr Jul Oct

ESF
$3.287

IRRF 1
$2.475

IRRF 2
$18.439

CERP
$2.661

ISFF
$15.44

On December 26, 2007, the President signed
P.L. 110-161 into law, providing $2.176 billion
in new funding for the reconstruction effort in
Iraq:

« $1.5 billion to the ISFF

« $.370 billion to the CERP

« $.195 billion for migration and refugee
assistance

» $.080 billion for international disaster and
famine assistance

« $.016 billion for non-proliferation, anti-
terrorism, demining, and related programs

« $.015 billion for the ESF

Apr  Jul  Oct Jan Apr Jul Oct Jan Apr

Table 2.2 provides the status of the IRRF
and identifies the primary funds associated
with SIGIR’s oversight, including the ISFF, ESF,
CERP, and others.

For updated information available on the U.S.
appropriations for Iraq relief and reconstruction,
including 29 non-IRRF, ISFF, ESF, and CERP
activities, see Table 2.3.
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U.S. FUNDING FOR IRAQ RECONSTRUCTION

U.S. SUPPORT FOR IRAQ RECONSTRUCTION ($ siLLions)

U.S. FunD APPROPRIATED ALLOCATED OBLIGATED EXPENDED
IRRF 1 $2.475 $2.475 $2.232 $2.139
IRRF 2 18.439 18.306 17.823 16.706
IRRF Total $20.914 $20.781 $20.055 $18.845
ISFF FYO5 $5.391 $5.315 $5.259 $5.090
ISFF FY06 3.007 3.007 3.000 1.813
ISFF FY07 5.542 5.492 2.451 1.199
ISFF FY08 1.500 - - -
ISFF Total $15.440 $13.814 $10.698 $8.102
ESF FY03 $0.050 - $0.050 $0.050
ESF FY06 Supplemental 1.485 1.485 1.186 0.527
ESF FYO06, State 0.060 0.060 0.060 0.005
ESF FYO7 Supplemental 1.554 1.554 0.986 0.020
ESF FY07, Continuing Resolutions 0.123 0.105 0.100 0.010
ESF FY08 0.015 - - -
ESF Total $3.287 $3.205 $2.383 $0.612
CERP FY04 $0.140 - $0.030 $0.030
CERP FY05 0.718 - 0.733 0.621
CERP FYO06 0.708 - 0.473 0.363
CERP FYO7 0.725 - 0.787 0.430
CERP FY08 0.370 - 0.145 0.033
CERP Total $2.661 = $2.168 $1.477
Other Funding $5.183 $0.261 $0.151 $0.025
Total U.S. Appropriated $47.485 $38.061 $35.455 $29.060

Sources: IRRF 1 and 2: Allocated, Obligated, and Expended figures all from DoS, Iraq Weekly Status (1/3/2008). ISFF FY
2005 - FY 2007: Allocated, Obligated, and Expended figures all from Corps of Engineers Financial Management System,
ISFF Funds Execution Report (1/8/2008); DoD, Secretary of the Army Update (9/30/2007). CERP FY 2004 - FY 2007: Obli-
gated and Expended figures (no Allocated detail for CERP) all from MNC-I, response to SIGIR data call (1/4/2008). Other
Funding: Allocated, Obligated, and Expended figures all from INL, response to SIGIR data call (1/4/2008). ESF: Allocated,
Obligated, and Expended figures from ITAO, response to SIGIR data call (1/4/2008); USAID, response to SIGIR data call
(1/4/2008); ITAO, Essential Indicators Report (1/1/2008).

Notes:

1. Numbers are affected by rounding.

2. CERPFY 2005 funding included Iraq and Afghanistan. The division of funds was the decision of CENTCOM and not
called for in the law. Therefore, SIGIR is unable to entirely reflect transfers, de-obligations, and re-obligations.

TABLE 2.2
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IRAQ SECURITY FORCES FUND

The Iraq Security Forces Fund (ISFF) supports
the development of the Iraqi Security Forces
(ISF),'s the Ministry of Defense (MOD), and the
Ministry of Interior (MOI). It aims to help Iraq
create a self-sufficient force capable of protecting
its territorial integrity and keeping the peace.
The ISFF funds equipment, supplies, services,
training, facility and infrastructure repair,
renovation, and construction projects for both
ministries.”

Funding Status

The Congress has appropriated $15.44 billion to

the ISFF, including the latest $1.5 billion incre-

ment provided through the Omnibus Appro-

priation (P.L. 110-161) executed at the end of

December 2007:

o $5.39 billion in P.L. 109-13 (2005)

« $3.007 billion in P.L. 109-234 (2006)

o $5.54 billion in PL. 109-289 (2006) and P.L.
110-28 (2007)18

o $1.5billion in PL. 110-161 (December
2007)

The ISFF is a two-year appropriation and,
therefore, FY 2007 funds are available until the
end of September 2008."

For the status of the entire ISFF, see
Figure 2.4.

Figure 2.4

STATUS OF ISFF FUNDS

$ Billions

Sources: P.L. 109-13; P.L. 109-234; P.L. 109-289; P.L. 110-28;
P.L. 110-161; Corps of Engineers Financial Management System,
ISFF Funds Execution Report (1/8/2008)

j———— ToTAL APPROPRIATED $15.44 ———

TOTAL OBLIGATED

$10.70
TOTAL EXPENDED
$8.10

Notes:

1. Numbers are affected by rounding.

2.The last update for ISFF Quick Response Fund (QRF) obligated and
expended figures was provided by DoD, Secretary of the Army Update,
on September 30, 2007.
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As of January 8, 2008, approximately 77% of
the ISFF has been obligated, and 58% has been
expended (excluding the recent appropriation).
For the status of obligated and expended ISFF
funds, see Figure 2.5.

For the status of ISFF allocations to support
the ISF, see Figure 2.6.

Figure 2.5

TIMELINE OF ISFF OBLIGATIONS AND EXPENDITURES
$ Billions

Sources: DoD, Secretary of the Army Updates

(8/31/2005 - 9/30/2007); GRD, 2207 Finance Report
(6/3/2007); Corps of Engineers Financial Management
System, ISFF Funds Execution Report (1/8/2008)

$15 $15.44
$10.70
10
$8.10
5
2005 2006 2007 2008
Obligated
- Expended
Appropriated

Notes:

1. Numbers are affected by rounding.

2. DoD, Secretary of the Army Updates were not available for the months
of October 2007 and November 2007.
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TOP TEN CONTRACTORS

In the October 2007 Quarterly Report, SIGIR
noted the difficulty in obtaining a comprehen-
sive list of the top ten contractors engaged in
activities funded through the ISFF. SIGIR com-
pared information gathered from three entities
that oversee ISFF contracts—the Multi-National
Security Transition Command-Iraq (MNSTC-I),
Joint Contracting Command-Iraq/Afghanistan
(JCC-I/A), and Gulf Region Division (GRD) of
the U.S. Army Corps of Engineers. In comparing
the data, SIGIR found significant discrepancies
among them and thus could not develop a com-
plete compilation of top ISFF contractors.

This quarter, SIGIR again requested data
from MNSTC-I, JCC-I/A, and GRD and was
again unable to compile a reliable list. The list
of top ten contractors provided by MNSTC-I
accounted for only 4% of ISFF obligations, and
the list provided by JCC-I/A accounts for only
7%.

GRD provided the most comprehensive ISFF
contract data, accounting for 98% of ISFF obliga-
tions. However, as SIGIR noted last quarter,
GRD’s source data does not always list con-
tractor names.*



ISFF

Figure 2.6

ALLOCATIONS OF ISFF FUNDS
$ Billions
Source: Corps of Engineers Financial Management System, ISFF Funds Execution Report (1/8/2008)

TOTAL ALLOCATED
$13.81 BILLION —

DEFENSE FORCES
$8.28 BILLION

. Equipment and Transportation $3.49 42%
. Infrastructure $260 31%
. Sustainment $1.97  24%

Training and Operations $0.22 3%

INTERIOR FORCES
$4.92 BILLION

[ Training and Operations $1.70  34%

OTHER . Equipment and Transportation $1.47  30%

$0.61 BILLION - Infrastructure $1.22  25%
Sustainment $0.53  11%

Notes:

1. Numbers are affected by rounding.

2. Source for Quick Response Fund allocated figures is DoD, Secretary of the Army Update (9/30/2007).

3.The total allocated does not take the $1.5 billion increment provided through the December 2007 Omnibus Appropriation
(P.L.110-161) into account.
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The top ten ISFF contractor list, shown in
Table 2.4, accounts for more than 34% of ISFF
obligations. Of the listed companies, only one
contractor, Ameco, is new to the list.

Funding Uses and ISFF
Programs

The ISFF chiefly supports these four activities:*'
o Equipment and Transportation

o Training and Operations

o Infrastructure

o Sustainment

Other related activities that receive the ISFF
funding include:
o Quick Response Fund
o Detainee Operations
o Lift and Sustain®

Topr TEN ISFF CONTRACTORS FOR GRD ($ miLLions)

CONTRACTOR

o Disarmament, Demobilization, and
Reintegration

EQUIPMENT AND TRANSPORTATION
Since its inception in 2005, the ISFF has pro-
vided approximately $4.96 billion for equipment
and transportation. In FY 2007, $733 million was
obligated to the MOD and $83.1 million to the
MOI. The MOI funds were largely obligated to
support repair efforts and organizational equip-
ment requirements.*

For an overview of the ISFF obligations for
MOI and MOD funds in equipment and trans-
portation, see Figure 2.7.

In a November 2007 audit, the DoD Office
of Inspector General (DoD OIG) reported that
“MNSTC-I does not have a process for tracking
ISFF-purchased equipment during the transfer

Contract to DoS for INL Support

Environmental Chemical Corporation

AECOM, Government Services, Inc.

Contract to DoS for INL Support

Tetra International, LLC

Ameco

Iragi Contractor

Toltest, Inc.

Innovative Technical Solutions, Inc.

Contract to DoD for DSCA

OBLIGATED EXPENDED
$696 $696
$679 $474
$484 $374
$386 $386
$257 $191
$236 $95
$235 $210
$231 $169
$227 $153
$224 $224

Source: USACE, response to SIGIR data call, January 4, 2008.

Note: Numbers are affected by rounding.

TABLE 2.4
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Figure 2.7

ISFF OBLIGATIONS FOR EQUIPMENT AND TRANSPORTATION
$ Millions
Source: MNSTC-I, Section 3303 Report to Congress (1/7/2008)

1,500

$1,379.90

1,200

900

$733.15
600 ~$600.51

$494.55

$385.20

300 — —

0

FY 2005 FY 2006 FY 2007 FY 2005 FY 2006 FY 2007
Ministry of Defense Obligations ~ Ministry of Interior Obligations

Note: Numbers are affected by rounding.

of that equipment to ISF.”** Moreover, MNSTC-I
could not validate that equipment was suc-
cessfully transferred to or received by the ISE.*
Overall, the audit “noted that MNSTC-I could
not always demonstrate that the delivery of ser-

ISFF

Figure 2.8
ISFF OBLIGATIONS FOR TRAINING AND OPERATIONS

$ Millions
Source: MNSTC:|, Section 3303 Report to Congress (1/7/2008)

1,000 $938.90

800

600

400

$208.24

200 493330
$19.79 $33.71

0

FY 2005 FY 2006 FY 2007 FY 2005 FY 2006 FY 2007
Ministry of Defense Obligations Ministry of Interior Obligations

Note: Numbers are affected by rounding.

This quarter, there has been a significant rise
in reported ISF personnel figures. According
to DoD’s September 2007 Report, Measuring
Stability and Security in Iraq, the ISF numbered
359,600 personnel.?® By January 23, 2008, the

vices, equipment, and construction was properly  reported ISF trained number rose to 441,779.%

made” to the ISE.2

TRAINING AND OPERATIONS

Since 2005, ISFF training and operations
funding has primarily been used for contracted
instructor support, information technology,
communication equipment, and ministerial

The surge has created opportunities for
“recruiting and force expansion,” and the GOI
has authorized an increase in ISF strength to
555,789.' According to DoD, the increase in
authorized personnel results from the:*

« consolidation of security forces from other
ministries

capacity development. In this category for FY o GOT’s decision that more troops and police

2007, the ISFF obligated $33.71 million to the
MOD and $449.9 million to the MOI. Of the
$33.71 million for the MOD, 41% was uncat-
egorized, and the remaining 59% was obligated
for ministerial capacity development, logistics
operations, life support services, and Iraqi Air

were needed to respond to changing secu-
rity conditions*

o success of the military surge combined with
greater use of Concerned Local Citizen
groups (CLCs), which has spurred an
increase in recruits

Force training. Approximately 86% of the ISFF
training funds dedicated to the MOI went to the ~ Ministry of Interior

Department of State’s Bureau of International
Narcotics and Law Enforcement Affairs (INL),
which provides advisors for police and border

enforcement efforts.”

For an overview of the ISFF obligations for

The MOI oversees the Iraq police, including the
Iraqi Police Service (IPS), the National Police
(NP), the Department of Border Enforcement
(DBE), and the Directorate of Ports of Entry
(POE). As of January 23, 2008, there were

training and operations for the MOI and MOD, 244,061 trained MOI personnel;* the previous

see Figure 2.8.

quarter, DoD reported that the number of
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trained police was 194,200.* The GOI has estab-

lished a goal for final end-strength to be 343,711

personnel.*

Standing up a viable police force has been
a key component of U.S. policy in Iraq. How-
ever, the pervasive influence of militia and
sectarian allegiances limited the overall success
of this effort. Additionally, a steep rise in police
recruitment has placed greater strain on the
existing noncommissioned officer corps, because
there are not enough leaders to supervise new
recruits.”

Within the MOI, the IPS is the largest force
and has more than 176,000 trained personnel.*®
This quarter, more than 10,000 police have
graduated from training courses:*

o 9,411 police graduated from Basic Recruit
Training—approximately 4% fewer than
last quarter

o 718 graduated from the Transition Integra-
tion Program

o 82 graduated from the Officer Transition
Integration Program

Within the NP, as of January 23, 2008,
there were approximately 36,504 trained and
33,861 authorized personnel.*’ This quarter,
almost 2,800 have graduated from NP training,
including:"!
o 1,786 Basic Recruit Training graduates—
57% more than last quarter
+ 807 National Police Specialized Training
graduates
o 193 officer graduates

30 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

To address the influence of sectarianism,
the United States continues to work with the
Iraqis to retrain (or “re-blue”) the NP through
a four-phase initiative to retrain every brigade.
The Civilian Police Assistance Training Team
(CPATT), MNSTC-T’s subordinate command
that oversees all U.S. police efforts, is currently
managing Phase III of this program, which
began on October 20, 2007. The first class of 430
retrained personnel graduated on December
18, 2007. All eight brigades are expected to be
retrained by March 2009.?

Ministry of Defense (MOD)
The MOD reported 194,233 trained personnel as
of January 23, 2008, of a total authorized level of
208,111.* Training for the Iraqi Army is decen-
tralized: it is conducted at regional, combat,
and divisional centers.** The program focuses
on basic combat training, military occupational
specialty qualification (MOSQ) training, leader-
ship training, and other specialties.*

MOD conducts basic combat training at
nine locations; 67,846 soldiers completed the
basic training in 2007.*¢ MOSQ training occurs
at seven sites, and 3,800 soldiers graduated in
2007.* The MOD conducts officer leadership
training at seven locations and specialty training
at six locations."®

The Coalition Military Assistance Training
Team (CMATT) reported that seven of eight
cycles for the basic, noncommissioned officer,
and MOSQ trainings will be completed in
2008.* Approximately 18,800 graduates are
expected to be trained each cycle.”



INFRASTRUCTURE

Most of the ISFF has been obligated for infra-
structure requirements and logistics support.”
In FY 2007, approximately $393.5 million

was obligated for MOD infrastructure (a 48%
decrease from the previous year and a 63%
decrease from 2005).5 The MOI received $52.5
million, an 89% reduction in funding between
FY 2006 and FY 2007.”* For an overview of ISFF
obligations for infrastructure, see Figure 2.9.

SUSTAINMENT

Logistics, maintenance, and life support

have been the focus of ISFF obligations for
sustainment activities. As of December 31, 2007,
the MOD obligated just more than $1.2 billion
for sustainment, and the MOI obligated approxi-
mately $430 million.>* For an overview of the

Figure 2.9

ISFF OBLIGATIONS FOR INFRASTRUCTURE
$ Millions
Source: MNSTC-I, Section 3303 Report to Congress (1/7/2008)
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Note: Numbers are affected by rounding.

ISFF

ISFF obligations for sustainment between 2005
and 2007 for the MOI and MOD, see Figure 2.10.

Logistics
The capacity of the ISF to provide its own logis-
tical support has progressed slowly.

A SIGIR audit in October 2006> and a
recent report by the Government Account-
ability Office (GAO) identified insufficient Iraqi
capacity to sustain the ISE.*® In September 2007,
the Independent Commission on the Security
Forces of Iraq issued a report that identified the
lack of logistics experience and expertise within
the Iraqi armed forces as “substantial” and
concluded that it “hampers their readiness and
capability.”

The original U.S. goal was to “implement
logistics capabilities within the Iragi Army, to

Figure 2.10

ISFF OBLIGATIONS FOR SUSTAINMENT
$ Millions
Source: MNSTC-I, Section 3303 Report to Congress (1/7/2008)

600 $556.80
$487.14

400

$242.60
200 ~$184.71_

$151.60

$35.85
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Ministry of Defense Obligations

FY 2005 FY 2006 FY 2007
Ministry of Interior Obligations

Note: Numbers are affected by rounding.
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transition....to the Ministry of Defense control
periodically...and to transfer all capabilities by
January 1, 2008.”** The GAO identified “persis-
tent violence” and “a lack of ministerial capacity”
as impediments to the development of necessary
logistics capabilities.” Moreover, mid-course
adjustments to methods of achieving desired
end-state capabilities have pushed back expected
transition timeframes.*

Approximately 150 U.S. advisors work with
the MOD to assess base management functions,
provide advice on logistics, and monitor the
progress of Iragi Army maintenance programs.®!
Approximately one-fifth of these advisors work
in Iraq’s primary supply and maintenance
depots, providing training and advice in opera-
tions, inventory control, and synchronization.®
Logistics bases are also being established “in
order to provide future third-line logistics sup-
port to Iragi Army Divisions; this will include
Iraqi transport regiments.”* By December 4,
2007, approximately 1,600 MOD personnel grad-
uated from logisticians training,** and CMATT
has targeted 13 bases to be dedicated primarily
for providing logistics support.®®

MNSTC-I reported that the MOI has one
formal logistics unit. The National Police estab-
lished a sustainment brigade of 2,600 personnel
in September 2007. As of January 2008, 400
personnel (15%) had been hired. The brigade
is designed as a mobile unit capable of self-
deploying in support of maintenance, transpor-
tation, health treatment, and fuel storage and
distribution.% The United States provides 37
advisors to the MOI to support administration
and logistics development.*’
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SIGIR Oversight

This quarter, SIGIR Inspections evaluated three

ISEF projects in Erbil—the Erbil Police Academy

and Iraqi Army facilities in Diyanah and

Debecha. Although the projects were only par-

tially completed when inspected by SIGIR, those

overseeing the projects indicated that they were
being constructed and managed in accordance
with contract requirements.

At the Erbil Police Academy, project plan-
ners involved officials of the Kurdistan Regional
Government (KRG) in the initial planning of the
project, and in turn, the KRG partnered with the
United States to build selected elements of the
project. This partnership will help ensure project
success.

SIGIR inspections at Diyanah and Debecha
determined that both projects had adequate
planning for construction and sustainment and
had effective quality control and quality assur-
ance mechanisms in place. These factors resulted
in compliance with the contract objectives.
SIGIR also noted that the contractor and U.S.
government officials see no reason why the facili-
ties should not be handed over to the Iragis.

SIGIR’s audit team is currently examining the
process for identifying the number of trained
and equipped ISF. These are the objectives of the
SIGIR review:

1. Examine the DoD 9010, Measuring Stability
and Security in Iraq, which was released on
December 2007, with specific focus on the
statements and data related to the number
of Iraqi Security Forces reported to have
been trained and equipped.
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2. Determine the methodology and assump-
tions used to develop the supporting data
on trained and equipped security forces.

3. Examine the methodology and assump-
tions used in the report to determine their
impact on the accuracy of the report’s
trained and equipped information.

SIGIR began work on this audit product in
December 2007 and plans to complete its review
by March 2008.

Other Agency Oversight
DoD OIG and the GAO also released reports on
the ISFF this quarter.

On November 30, 2007, DoD OIG released
its third audit on the ISFF, “Management of
the Iraqi Security Forces Fund in Southwest
Asia-Phase II1.” DoD OIG examined whether
MNSTC-I “properly accounted for the services,
equipment, and construction purchased™® for
the ISF and “whether the delivery of services,
equipment, and construction was properly

made.” The auditors also assessed the man-
agement control program related to the ISFF’s
administration.”® After examining a range of
services, equipment purchases, construction
projects, and other ISFF applications, the audit
concluded that the MNSTC-I could “not always
demonstrate” that it had adequate controls in
place and could “not always” properly account
for management, and delivery of services.”

The GAO issued a report on November 30,
2007, “Operation Iraqi Freedom: DoD Assess-
ment of Iraqi Security Forces’ Units as Indepen-
dent Not Clear Because ISF Support Capabilities
Are Not Fully Developed.” GAO examined the
factors aftecting the ISF’s path to and pre-
paredness for independence. Specifically, GAO
assessed the progress of ISF logistical, intel-
ligence, and command and control capabilities.
Overall, GAO determined that although the
MOD and MOI have made progress, the min-
istries’ efforts remain hampered by “persistent
violence and sectarianism, along with immature
ministerial capacity development.””?
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COMMANDER’S EMERGENCY

RESPONSE PROGRAM

To date, the Congress has appropriated $2.66 bil-
lion to the Commander’s Emergency Response
Program (CERP) in Iraq, including $370 million
through an Omnibus Appropriation passed in
late December 2007.7

The CERP was created to allow commanders
direct access to funding for small-scale, humani-
tarian relief and reconstruction projects that
could have immediate positive effects while
limiting contracting bureaucracy.” Since its
inception in 2003, an increasing share of CERP
funding has been expended on larger projects—
those valued at $500,000 or more. These higher-
cost projects include a mix of construction and
non-construction activities. The average cost of
all CERP projects thus has increased over time.
SIGIR issued an audit this quarter on higher-cost
CERP projects, a summary of which is in Section
3 of this Report.

Background

CERP initially was funded by the Develop-
ment Fund for Iraq (DFI), mainly from Iraqi

oil revenues. The CERP also used seized funds
that belonged to the former regime in Iraq. In
late 2003, the United States began to appropriate
funds to CERP.

Water projects have received the most CERP
funding, amounting to approximately 26% of
all CERP obligations or more than $560 mil-
lion. Electricity projects received the next largest
increment, amounting to more than $290 mil-
lion.” For the status of funding, see Figure 2.11.

Figure 2.11

STATUS OF CERP FUNDS

$ Billions

Sources: P.L. 108-287, P.L. 109-13, P.L. 109-148,
P.L.109-234, P.L. 109-289, P.L. 110-28, P.L.. 110-161;
MNC-1, Response to SIGIR Data Call (1/4/2008)

—

j——— TOTAL APPROPRIATED $2.66 —|
TOTAL EXPENDED

ToTAL OBLIGATED
—
$1.48

$2.17
Note: Numbers are affected by rounding.
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CERP Now Funding Many
High-value Projects

In 2007, the CERP funded 6,364 reconstruc-
tion projects.” Table 2.5 shows the average total
budgeted cost of CERP projects by year, both
for non-construction and construction projects.
According to GRD, non-construction projects
include installing and training, capacity devel-
opment, support services, procurement, and
more.”

CERP funds are spent in Iraqi provinces
where Coalition forces are present. Since 2004,
Baghdad has received more than any other prov-
ince, averaging $179.22 million obligated per
year.” Figure 2.12 shows how CERP funding was
used in the four provinces where the highest FY
2007 CERP obligations were reported:

« Anbar: $99 million
 Baghdad: $330 million

+ Basrah: $110 million

o Salah al-Din: $45 million

Although the original CERP guidance states
that activities should primarily be small-scale,
urgent, humanitarian relief and reconstruc-
tion projects for the benefit of the Iraqi people,
SIGIR found that a substantial amount of CERP
funding is now devoted to large-scale projects.
Since 2004, projects estimated to cost $500,000
or more represent less than 3% of all CERP
projects but nearly 37% of total dollars obligated
for the program.”
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CERP guidance directs commanders to focus
funds on projects that improve water and sanita-
tion, electricity, and civic cleanup and projects
that employ the most Iraqis over an extended
period of time. Projects are selected based on:

o how quickly they can be executed

o how many Iragis would be employed
o how many Iraqis would benefit

« the visibility of the project

Large-scale projects meet a number of these
criteria, particularly the employment of large
numbers of Iraqi citizens. However, SIGIR
auditors identified challenges regarding the
coordination of program activities and planning
for the transition of completed projects to the
GOI. Transfer of these assets requires both the
physical handover of completed projects as well
as planning for their long-term maintenance and
sustainment.®

SIGIR has reported that the GOI has yet
to fully prepare to take over the management
and funding of many U.S. projects; additional
efforts are needed to ensure their viability.
Although MNC-I officials have said that they
have increased their emphasis on transition and
sustainment of CERP projects, SIGIR raised
concerns that the guidance still contains little
specific direction on unit responsibilities in these
areas.”



CERP

AVERAGE TOTAL BUDGETED CoST OF CERP PROJECTS BY YEAR

2004 2005 2006 2007
Average Construction Value $70,499 $147,350 $182,071 $174,713
C;’fJ:ge Non-construction $42,370 $70,963 $75386  $76,393

Source: IRMS, CERP Excel Workbook, January 3, 2008.
Notes: Figures are from the Iraq Reconstruction Management System (IRMS), a program
management tool. IRMS is an unaudited source.

TABLE 2.5
Figure 2.12
CERP OBLIGATIONS BY PROVINCE
2004 - 2008
CERP OBLIGATIONS BY =~ CONDOLENCE PAYMENT
PROVINCE Map MaAJoR USES BY CATEGORY PROVINCE ($ miLLIONS) OBLIGATIONS
¢ Since 2004, CERP obligations total .
almost $245 million for projects in Anbar has received more
Anbar. obligations for condolence
ANBAR . o payments than any other
* Water projects represent 18% of province: $21.35 million, or 55%
obligations in Anbar; electricity projects, 04 05 06 07 08 of all condolence funds.
more than 15%.
e Since 2004, CERP obligations total $400 _
almost $720 million for projects in .
Baghdad. - Baghdad has received 15% of all
BAGHDAD . 0 - condolence payment obligations,
. Wa.ter projects rgpresent 33% of . a total of $5.58 million.
obligated funds in Baghdad; electricity 04 05 06 07 08
projects, approximately 14%.
* Since 2004, CERP obligations total over $120 - Only one condolence payment
$222 million for projects in Basrah. _ project was funded by CERP in
BASRAH * Water projects represent 33% of _ Bas_rah; no funds have been
obligated funds in Basrah; electricity 0 obligated fOl’ cc.mdole.nce
projects, more than 20%. 04 05 06 07 08 payments in this province.
¢ Since 2004, CERP obligations total more
than $141 million for projects in Salah $50 — . i
al-Din. Salah al-Din has received almost
e 7% of condolence payment
SALAH AL-DIN * Almost 19% of obligations in Salah obligations — approximately
al-Din funded water projects; 0 $2.6 million.
approximately 18% funded 04 05 06 07 08
transportation and communications.

Source: IRMS, MNC-I Quarterly Report, January 14, 2008.
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CERP Dollars at Work

CERP funds may be used to assist the Iraqi
people in 20 areas.®? Table 2.6 shows the catego-
ries for permissible use of CERP dollars.

CERP ADDRESSES DIFFICULT
SECURITY CONDITIONS

CERP enables commanders rapidly to allocate
resources that address local needs, but its uses
have been adapted to address needs arising from
the difficult security conditions. Condolence
payments and Concerned Local Citizen (CLC)
groups are CERP-funded non-construction
activities that responded to the security climate
in Iraq.

Concerned Local Citizen Groups

Concerned Local Citizen groups—also known
as Awakening Groups—are part of the military
surge strategy. They assist U.S. forces in the pro-
tection of Iraqi civilians. As of January 9, 2008,
more than 80,000 Iraqis were participating in
the program.®

DoD reports that CLC groups are crucial
to counterinsurgency efforts in Iraq and their
successes warrant continued support. Plans to
transition members of CLC groups into per-
manent security roles are pending, but MNC-I
reports that CLC groups already are cooperating
with local Iraqi Police and Iraqi Army groups.
This cooperation could promote the pending
transition.®

MNE-I estimates that the monthly cost of
CLC groups is $6.25 million.** CLC members
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are paid no more than $350 per month for their
services, which is $62 less than an entry-level
position with the Iraqi Police.* Currently, no
formal CLC training program exists, and any
training conducted is specific to local com-
mander specifications for the tasks that each
group will perform.

The CLC program is supported by CERP-
funded Ciritical Infrastructure Security (CIS)
contracts or GOI security contracts,” with 75%

THE 20 PERMISSIBLE USES OF CERP FUNDING

Agriculture

Civic Cleanup Activities

Civic Support Vehicles

Condolence Payments to Individual Citizens

Economic, Financial, and Management Improvements

Education

Electricity

Food Production and Distribution

Healthcare

Irrigation

Micro-grants

Other Urgent Humanitarian or Reconstruction Projects

Payments to Individuals Released from Detention

Protective Measures (including fences, lights, and barrier
materials)

Repair of Civic and Cultural Facilities

Repair, or Payment for Repair, of Property Damages Caused
by Operations of Coalition Forces and/or Support

Rule of Law and Governance

Telecommunications

Transportation

Water and Sanitation

Source: SIGIR Audit 08-006, “Commander’s Emergency
Response Program in Iraq Funds Many Large-Scale Projects,”
January 2008.

TABLE 2.6



of CLC groups funded by the CERP.*® Coalition
forces do not provide CLC groups with training,
weapons, or ammunition, nor do they direct
CLC operations.* Typically, CLC groups receive
90-day contracts, but these agreements may be
renewed until the purpose of the contract has
been met.”
Since the CLC program began, there has been
a 28% increase in insurgent weapons caches
found.”* CLC groups also are evaluated based on
the decreasing levels of violence in their areas of
operation and by these measurements:*
« number of tips about insurgent activities
and/or caches
o number of checkpoints manned
« assessment of relationship with the local
ISF
 acceptance of community
« standards of personal behavior

Significantly, the number of CLC groups
has more than doubled since September 2007.
As Figure 2.13 shows, 295 CLC groups were
reported to be operating in Iraq as of December
2007.

Condolence Payments

Condolence payments are issued to Iraqi civil-
ians to compensate for property damage, injury,
or death incurred from operations performed by
U.S., Coalition, or supporting military forces.”®
Since 2004, the CERP has provided over $38
million for condolence payments—more than
half for Iraqis in Anbar province, who have

CERP

received $21.35 million. More than $5.5 million
has been provided in Baghdad.** In 2007, $10.8
million was budgeted—an increase of more than
30% over 2006.”

CERP INFRASTRUCTURE
DEVELOPMENT

Valued at more than $560 million, water projects
have made up over 26% of CERP project obliga-
tions since 2004. Baghdad received over $230
million in CERP water projects—more than any
other province in Iraq.*®

To date, SIGIR has released a total of eight
CERP inspections. Three CERP inspections
examined water projects this quarter. Inspectors
visited two sites and found deficiencies; security
conditions prevented them from visiting the
third inspection site.

SIGIR made two visits to the CERP-funded
Mansour Pump Station during inspections
conducted this quarter. At the time of the
first visit, three of four vertical pumps were
not operational, although three separate con-

Figure 2.13

NUMBER OF CLC GROUPS IN IRAQ
Source: MNC-1, Response to SIGIR Data Call
(12/18/2007)

300

200

100

Sep Oct Nov Dec

2007
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MICRO-GRANTS BY REGION

MuLTI-NATIONAL DIVISION AVERAGE COST PER

NUMBER OF MICRO-

NUMBER OF MICRO-

ToTAL NUMBER OF

(MND) MICRO-GRANT  GRANTS UNDER $5,000 GRANTS OVER $5,000  MICRO-GRANTS ISSUED
MND-Central $4,008 95 29 124
MND-South East $2,500 7 1 8
MND-Central South $2,374 Unknown Unknown 29
MND-Baghdad $2,346 679 6 685
MND-North $2,127 347 5 352

Note: MNF-West and MND-North East did not participate in the Micro-Grant Program.

Source: MNF-|, response to SIGIR data call, December 26, 2007.

TABLE 2.7

tracts—valued at $432,900—had been awarded
to remedy the problem. To correct problems
identified in the first three contracts, a fourth
was issued for $250,500. The three original con-
tracts were issued to different contractors. SIGIR
inspectors found that the fourth contract con-
tained duplicative work. On the second visit to
the station, SIGIR inspectors found two pumps
working but identified a potentially dangerous
generator situation and indications of potential
fraud.

Inspectors also found deficiencies at the
Al Ghazaliyah G-7 Sewage Lift Station,
including sewer water backing up onto neigh-
borhood streets, a situation which the construc-
tion of the facility was intended to eliminate. The
station generator was not operational during site
visits. SIGIR inspectors were unable to deter-
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mine whether this was caused by equipment
problems, inadequate contract work, or a lack of
available power.

MICRO-GRANTS FUNDED BY THE CERP
Micro-grants provide financial assistance to
“disadvantaged” Iraqi entrepreneurs.” The goals
of the micro-grant program are to enhance eco-
nomic activity, combat Iragi unemployment,”®
and engage Iraqi business owners. Grants may be
issued in cash, as in-kind contributions (material
goods), or both. Micro-grants are usually valued
at less than $5,000, according to MNC-1.”

The Multi-National Division (MND) in
Baghdad issued the most micro-grants in 2007
(685).19° Table 2.7 shows the number of micro-
grants issued in each region for 2007 and in the
first quarter of 2008. The table also shows the
average cost per micro-grant.



ESF

ECONOMIC SUPPORT FUND

Appropriations to the Economic Support Fund
(ESF) account for nearly 7% of the total U.S.
funding for reconstruction in Iraq. This quarter,
the Congress provided an additional $14.95
million to the ESF for reconstruction activities
in Iraq."” Including this quarter’s appropriation,
the Congress has provided approximately $3.287
billion to the ESF since 2003. The Department of
State (DoS) administers the ESF.

Programs supported by the ESF have emerged
as significant components of the U.S. strategy in
Iraq. More than 35% of ESF appropriations have
been allocated to programs supporting Provin-
cial Reconstruction Teams (PRTs) in Iraq. More-
over, the ESF has been an increasingly important
funding mechanism for non-construction activi-
ties as the IRRF closes out. For the status of the
ESF, see Figure 2.14.1

DoS has used interagency agreements
with GRD and Do]J to execute several ESF
programs.'” Interagency agreements legally
“obligate” funds at the time of the agreement.
For purposes of this section, SIGIR considers
ESF “obligations” for interagency agreements
as funds “committed.” SIGIR views funds that
have been actually awarded under contracts as
“obligated.”

Background

The ESF is a bilateral economic assistance

account managed by DoS that supports U.S.

foreign policy objectives by providing funds to:'*

« Increase the role of the private sector in the
economy, reduce government controls over
markets, enhance job creation, and improve
economic growth.

« Develop and strengthen the institutions
necessary for sustainable democracy.

« Strengthen the capacity to manage the
human dimension of the transition to
democracy and a market economy and
to help sustain the neediest sectors of the
population during the transition period.

Figure 2.14

STATUS OF ESF FUNDS

$ Billions

Sources: ITAO, Response to SIGIR Data Call (1/4/2008);
USAID, Response to SIGIR Data Call (1/4/2008)

j——— TOTAL APPROPRIATED $3.287 ———

TOTAL OBLIGATED

$2.383

—

TOTAL EXPENDED
$0.612
Notes:
1. Numbers are affected by rounding.

2. Funding details were not available for approximately 3% of
appropriated funds.
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CONGRESSIONAL APPROPRIATIONS TO THE ECONOMIC SUPPORT FUND FOR IRAQ

U.S. Funp PuBLIC LAW(S) APPROPRIATED
ESF FY 2003 P.L. 108-7 $0.040 billion
ESF FY 2003 Supplemental P.L. 108-11 $0.010 billion
ESF FY 2006 Appropriations for DoS P.L. 109-102 $0.060 billion
ESF FY 2006 Supplemental P.L. 109-234 $1.485 billion
ESF FY 2007 Supplemental P.L. 110-28 $1.554 billion
ESF FY 2007 Continuing Resolutions P.L. 110-92, P.L. 110-116, P.L. 110-137, P.L. 110-149 $0.123 billion
ESF FY 2008 Consolidated Appropriations Act P.L. 110-161 $0.015 billion
Total $3.287 billion

Note: Numbers are affected by rounding.

TABLE 2.8

The ESF has provided funding for Iraq’s relief
and reconstruction since the start of the war.
Table 2.8 provides a timeline of ESF appropria-
tions.

Implementing agencies, such as USAID,
GRD, and others, actually carry out ESF proj-
ects.'® As the primary executing agencies of the
ESF, GRD and USAID received approximately
90% of ESF allocations."” For an overview of
their programs, see Table 2.9.

TOP TEN ESF CONTRACTORS

The top ten ESF contractors have obligated virtu-
ally half of all appropriations to the fund. Table
2.10 shows the largest ESF contracts awarded by
GRD and USAID.

CHALLENGES EXECUTING ESF FUNDS
Multiple agencies execute ESF funds using dif-
ferent types of contracting tools. A July 2007
SIGIR review found that it took longer to move
FY 2006 ESF funds from appropriations to
field activities than for CERP and ISFF. Chal-

42 | SPECIALINSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

lenges faced by agencies that execute ESF funds
include:'””

Delayed arrival of funds. FY 2006 Supple-
mental funds were not allotted until late
2006, delaying the availability of funding.
For FY 2007 Supplemental funds, $1.6 bil-
lion became available after the clearance of
the second congressional waiver in Septem-
ber 2007.%

Iraq program initialization. Many ESF
efforts require contractors to deploy in Iraq,
where setting up a program staff is chal-
lenging. Some programs require numerous
contracts with extended contract process-
ing, and the nature of some contracts is
such that expenditures are made as the
project progresses.

GOI commitment. Many ESF programs
aim to develop governance capacity in Iraq.
The commitment of the GOI to partner
with U.S. assistance programs is critical to
success and takes time.



ESF ALLOCATIONS TO GRD AND USAID PROGRAMS ($ miLLions)

USAID PROGRAMS ToTAL ESF ALLOCATION
Community Stabilization Program $514
PRT Local Governance Program 245
Capacity Development Programs 200
Community Action Program 135
PRT Quick Response Fund 100
Inma - Private Sector Agribusiness Development 95
Democracy and Civil Society Programs 88
Economic Governance Il — Policy & Regulatory Reforms 88
Provincial Economic Growth Program 60
Iraqi Refugees (Jordan) 30
Marla Ruzicka Iraqi War Victims Fund (transferred to IRRF) 25
Total for USAID $1,580
GRD Programs

PRT/PRDC Projects $790
O&M Sustainment Program 285
Infrastructure Security Protection Program 247
Plant-Level Capacity Development & Technical Training 60
Total for GRD $1,382
Total for GRD and USAID Programs $2,962

Sources: ITAO, response to SIGIR data call, October 15, 2007; OMB, response to SIGIR
data call, January 2, 2008; USAID, response to SIGIR data call, October 17, 2007.

Notes:

1. Numbers are affected by rounding.

2. This quarter, ESF received $14.95 million in appropriations; $5 million went to the
Marla Ruzicka Iraqgi War Victims Fund and $10 million for Iraqgi scholars through the
Middle East Partnership Initiative account. OMB, response to SIGIR data call, January 2,
2008. The $5 million for the Ruzicka Fund is accounted for in the table above, but not
in the status of ESF programs in Table 2.11 because the obligated and expended details
were not available at time of publication.

TABLE 2.9

Topr TEN ESF CONTRACTORS ($ miLLions)

CONTRACTOR PARTNERING AGENCY OBLIGATED  EXPENDED
International Relief and Development USAID $514 $108
Research Triangle Institute USAID 245 41
Management System International USAID 200 37
CHF International USAID 145 34
Development Alternatives, Inc. USAID 130 1
Louis Berger Group USAID 116 13
BearingPoint, Inc. USAID 85 25
Wamar International GRD 59 24
Parsons Brinckerhoff GRD 58 16
Iragi Contractor - 4767 GRD 55 20
Totals $1,607 $319

Sources: USACE, response to SIGIR data call, January 4, 2008; USAID, Activities Report,
January 11, 2008.

Note: This list is produced by compiling contract-level obligation data provided by GRD and
USAID.

TABLE 2.10

ESF
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o Absence of adequate security. Payments
made on contracts lag because the ability
to check and verify project status is difficult
given the security situation in the past.

Funding Uses

ESF programs in Iraq are aligned in three tracks:

o Security: strengthen the coordination
between the GOI and local groups and
assist in securing critical infrastructure to
improve the GOIs ability to deliver essen-
tial services

« Economic: promote development through
sustainment of assets, training programs,
increased access to finance, and other eco-
nomic and capacity-building activities

 Political: assist the GOI in strengthening
core ministry functions and support gover-
nance-building initiatives
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As shown in Figure 2.15, programs in ESF’s
security track received the largest allocation of
funds—66% compared to 17% for economic
track programs and 17% for political track pro-
grams. Table 2.11 provides a list of each track’s
ESF programs, their funding status, and an
update for each program’s activities, as reported
by the agencies executing the programs and
other available reports.

Figure 2.15

ALLOCATIONS OF ESF FUNDS BY TRACK

$ Billions, % of $3.204 Billion Allocated

Source: ITAO, Response to SIGIR Data Call (1/4/2008);
USAID, Response to SIGIR Data Call (1/4/2008);

ITAO, Essential Indicators Report (1/1/2008)

17%
Political
$.542

66%
17% Security
Economic $2.106

$.557

Notes:

1. Numbers are affected by rounding.

2. The total amount represented is approximately 97% of all appropriated
ESF funds for Iraq totaling $3.287 billion. Program and track-level details
were not available for the $50 million in FY 2003 ESF funds, nearly $18
million in FY 2007 Continuing Resolution funds, and the recently
appropriated $15 million in FY 2008 funds.



STATUS OF ESF PROGRAMS IN THE SECURITY TRACK ($ MiLLions)

ESF PROGRAM

ALLOCATION

AS % OF ESF
APPROPRIATIONS

STATUS OF PROGRAM ALLOCATIONS

ESF

PROGRAM UPDATE SINCE LAST QUARTER

PRT/PRDC PROJECTS

j—————— Total Allocated $790.0 ———

Total Obligated

$247.2
Total Expended $52.2

24%

Source: ITAO, response to SIGIR data call, January 4, 2008.

Note: Only $100 million of the $475 million in FY 2007 funds
allocated for this program have been transferred to GRD from
DoS through an interagency agreement. GRD, response to SIGIR
data call, January 16, 2008.

® Provincial Reconstruction Development Councils (PRDCs)
have approved 201 projects, totaling over $304 million
in FY 2006 funds. The National Embassy Team (NET) has
approved 200 projects, totaling over $288 million; 141
projects have started, with values over $181 million.

® For FY 2007 funds, 203 projects have been approved
by the PRDCs with total budgeted costs of nearly $302
million. The NET has approved at least 82 projects with
approved costs valued at more than $154 million, as of
December 31, 2007.

j—————— Total Allocated $514.0 ——|
1

Total Obligated $514.0 ]

o USAID reports that the total number of Iragis employed
since the program’s inception is nearly 320,000 as of

CommunITY November 30, 2007.
STABILIZATION 16% ' I )
PROGRAM * The Community Stabilization Program is currently
Total Expended $113 operational in ten cities: Baghdad, Qadas, Kirkuk, Mosul,
Falluja, Ramadi, Al Qaim, Habaniyah, Ba'quba, and Basrah.
Source: USAID, response to SIGIR data call, January 4, 2008.
Total Allocated $247.0 ——|
Total Obligated
$107.9 * As of December 1, 2007, four of the six project segments
for the $28 million Kirkuk-to-Baiji pipeline exclusion zone
INFRASTRUCTURE (PEZ) are 50% completed, and two are at 20%.
SECURITY PROTECTION Total Expended $39.4 8% * As of December 4, 2007, planning was underway for the

PROGRAM

Sources: ITAO, Essential Indicators Report, December 4,
2007; GRD, “Essayons Forward: Oil interdictions down since
Pipeline Exclusion Zone construction began,” December
2007, p. 11.

proposed PEZ from Baiji to Baghdad. This PEZ will include
seven pipelines and will ensure flow of LPG, gasoline,
natural gas, and crude oil to Baghdad once complete.

LOCAL GOVERNANCE
PROGRAM

j—————— Total Allocated $245.0 ————|
|

Total Obligated $245.0 :

I
o,
7%
Total Expended $51

Sources: DoS, Section 2207 Report, October 2007; USAID,
response to SIGIR data call, January 4, 2008.

® The Local Governance Program assisted in the
development of a draft Local Governance Code that was
agreed to by all 18 provinces.

¢ The draft code, detailing the responsibilities of local
and provincial councils, was presented to the Council
of Representatives (CoR) by the Local Government
Association, which has continued to lobby for its
adoption.
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STATUS OF ESF PROGRAMS IN THE SECURITY TRACK ($ MiLLions)

ESF PROGRAM

ALLOCATION
AS % OF ESF
STATUS OF PROGRAM ALLOCATIONS

APPROPRIATIONS

PROGRAM UPDATE SINCE LAST QUARTER

COMMUNITY ACTION
PROGRAM

j—————— Total Allocated $135.0 ————|
|

Total Obligated $135.0 :

[o)
4%
Total Expended $30

Source: USAID, response to SIGIR data call, January 16,
2008.

e Community Action Program (CAP) | was completed on
September 30, 2007. It completed more than 4,800
projects, benefiting 18,356,907 Iraqis.

o USAID reported that more than 490 CAP Il projects have
been initiated since October 2007.

PRT QuICK RESPONSE
FunD

j————— Total Allocated $125.0 ———

} Total Obligated $119.2 ]

| 4%

Total Expended $2.72
Sources: ITAO, response to SIGIR data call, January 4, 2008.

¢ As of December 31, 2007, there was $1.76 million
obligated through 29 direct procurements with $10.24
million total committed through the program.

® The Irag Rapid Assistance Program (IRAP)—USAID’s part
of the Quick Response Fund program—was awarded on
September 27, 2007. As of December 30, 2007, IRAP has
awarded 34 grants, totaling $4,278,412.

IRAQI REFUGEES
(JORDAN)

j———— Total Allocated $30.0 ————|

Total Obligated Not Available

] 1%

Total Expended Not Available

Source: ITAO, response to SIGIR data call, October 10, 2007.

e Last quarter, $30 million of the FY 2006 ESF was
reallocated from the Infrastructure Security Protection
Program to this program. This is part of the $130-million
United Nations Education appeal, which aims to enroll an
additional 150,000 Iraqi children in Jordanian and Syrian
schools.

MARLA RUZICKA IRAQI
WAR VICTIMS FUND

j———— Total Allocated $20.0 ————
|

| Total Obligated $20.0 I

1%

Total Expended $9.0

Source: DoS, Section 2207 Report, October 2007, p. I-26.
All ESF allocations to this program are subsequently
transferred to the IRRF.

¢ This program continues to provide medical supplies
to local health clinics and hospitals to treat victims of
conflict.

e USAID continues to assist victims of Coalition actions.
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STATUS OF ESF PROGRAMS IN THE POLITICAL TRACK (5 MiLLions)

ESF PROGRAM

ESF

PROGRAM UPDATE SINCE LAST QUARTER

CAPACITY DEVELOPMENT

ALLOCATION

AS % OF ESF
STATUS OF PROGRAM ALLOCATIONS APPROPRIATIONS
j—————— Total Allocated $245.0 ————|
} Total Obligated $244.48 |

o,
7%
Total Expended $46.96

Source: USAID, response to SIGIR data call, January 4, 2008.

® For USAID’s Tatweer program, as of November 30, 2007,
5,364 trainees had completed 219 training courses. As of
November 30, 2007, 152 staff members from 5 ministry
offices of inspectors general have been trained.

¢ USAID's National Capacity Development program has
continued initiatives aimed at strengthening government
functions by increasing the number and types of training
courses offered to Iraqi officials.

DEMOCRACY AND CIVIL
SOCIETY

j————— Total Allocated $175.5 ———

} Total Obligated $159.9 ]

Total Expended $36.78

5%

Sources: USAID, response to SIGIR data call, January 4,
2008; DoS, Section 2207 Report, October 2007, pp. I1I-12,
11-13.

® On October 9, 2007, USAID awarded the Irag Community-
based Conflict Mitigation contract and work started
in December 2007. The contract consists of three
components: 1) community conflict assessments followed
by quick-impact projects, 2) development of a Peace and
Conflict Mitigation Network, and 3) youth peace-building
ministries.

¢ Additional USAID efforts included ongoing support of
the Independent High Electoral Commission of Iraq in
building the capacity of 19 provincial electoral offices.

* DoS Bureau of Democracy, Human Rights, and Labor
activities included support for the expansion of the
Women's Leadership Institute in opening a satellite office
in Erbil.

EcoNOMIC GOVERNANCE
11, PoLICY & REGULATORY
REFORMS

j————— Total Allocated $88.2 ——|

} Total Obligated $85.0 ]

3%

Total Expended $19.0

Source: USAID, responses to SIGIR data call, January 4,
2008, and January 16, 2008.

* In late November 2007, USAID received all Ministry of
Finance approvals to proceed with Iraqi census plans.
USAID advisors are implementing the final, GOl-approved
Census Project Action Plan.

* In early December 2007, the GOI directed all ministries
and state-owned enterprises to begin collecting census
information.

* Another program effort is the development of a
computerized system to manage project information for
use in provincial budget preparation and execution. The
system was deployed to four pilot provinces.

REGIME CRIMES LIAISON
OFFICE

j—————— Total Allocated $33.0 ————|

} Total Obligated $32.38 |

| 1%

Total Expended $20.44

DoS, Section 2207 Report, October 2007, p. Il1-14.

* This program started supporting the 1991 Uprising Case
and made structural preparations for the consolidation of
witness security camps.

* The program also facilitated an international law
training symposium sponsored by the United Nations
Development Program.
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STATUS OF ESF PROGRAMS IN THE ECONOMIC TRACK ($ MiLLions)

ALLOCATION
AS % OF ESF
ESF PROGRAM STATUS OF PROGRAM ALLOCATIONS APPROPRIATIONS PROGRAM UPDATE SINCE LAST QUARTER
Total Allocated $285.0 ¢ As of December 31, 2007, 47 projects were awarded. The
} Total Obligated $261.1 | distribution of those awarded projects is in these sectors:
OPERATIONS AND 16in electricity, 15in watgr, 1_0 in transportation; 4 in
MAINTENANCE (O&M) 90/o health care; 2 in communication.
SUSTAINMENT ¢ Unfunded projects of high priority in FY 2008—identified
Total Expended $107.7 by GRD—include the Circuit Rider Program and the
Generator Repair and O&M Program.
GRD, response to SIGIR data call, January 4, 2008.
j—————— Total Allocated $94.9 ————|
} Total Obligated $92.5 ] ® The project is currently mobilizing. USAID reported that,
as of January 15, 2008, two projects are completed; three
INMA — PRIVATE | o projects are in the process of implementation; and three
[S)ECTOg AGRIBUSINESS 3% projects are approved to be implemented.
EVELOPMENT
Total Expended $5.0 « Projects vary in nature from vegetable production to

butcher service centers to maize production for feedlots.
Source: USAID, response to SIGIR data call, January 16,
2008.

j————— Total Allocated $60.0 ————
» Of the $60 million allocated for this program, $45.5

| Obligated |
! ol 455 ! million, via 41 contracts, has been awarded as of
g;‘\‘/’;ﬁ)‘-:;:tgg"“'” - 29 December 31, 2007.
TECHNICAL TRAINING o ¢ Of the 41 contracts, 60% have been awarded in the
Total Expended $23.5 water sector, 35% in the electricity sector, and 5% in the
transportation sector.

Source: GRD, response to SIGIR data call, January 4, 2008.

j—————— Total Allocated $59.5 ———|
Total Obligated e USAID reported this quarter that Izdihar, the current
$238 project, is scheduled to complete on March 31, 2008.
As such, a demobilization plan is being drafted by the
PROVINCIAL ECONOMIC . _ 2% implementer. It will be terminated by March 31, 2008.
GROWTH PROGRAM o ) :
Total Expended $5.5 * Work on the new evaluation team has been reviewed by
the General Counsel’s Office, and a follow-on contract is
Source: USAID, response to SIGIR data call, January 16, expected to be awarded in January 2008.
2008.
f———— Total Allocated 574 ——————| * As of December 1, 2007, sponsoring Mission elements or

Total Obligated Not Available nongovernmental organizations may submit proposals

for projects supporting economic, social, and governance
TARGETED DEVELOPMENT _ o initiatives in conflict areas in Iraq.
PROGRAM 2 /0 ¢ A Program Review Board oversees the management of

Total Expended Not Available the program and reviews the proposals; ITAO provides
general administrative oversight.

Source: U.S. Embassy, “Staff Notice 007-284: The Targeted e Grant values usua”y range from $1 50,000 to $3’000’000.

Development Program,” December 1, 2007.

Source: Funding numbers are compiled from GRD, USAID, and ITAO responses to SIGIR data call, January 4, 2008.

Notes:

1. Numbers are affected by rounding.

2. Allocations data on the appropriate track and program for $50 million in ESF FY 2003 funds, about $18 million of FY 2007 CR funds, and about $15 million in
the recent FY 2008 appropriation were not available. Also, although $5 million appropriated this quarter was allocated to the Marla Ruzicka Iragi War Victims
Fund, the obligations and expenditure details were not available. Accordingly, only 97% of ESF appropriations are accounted for in the table above.

3. This table accounts for approximately $562 million in expenditures. The $50 million of FY 2003 funds that was expended is not included in the table because
specific program and track-level details were not available at time of publication.

TABLE 2.11
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Focus on ESF Programs
This section highlights several key ESF programs
carried out by GRD and USAID.

PRT-RELATED PROGRAMS
The ESF funds three key initiatives that support
the PRTs in Iraq. The combined allocations for
these programs total $1.160 billion, or 35%, of
total appropriations to the ESF. Two initiatives—
the PRT/Provincial Reconstruction Develop-
ment Council (PRDC) program and the PRT
Local Governance Program (LGP)'—received
allocations from both the FY 2006 and FY 2007
Supplemental appropriations acts totaling $1.035
billion. The third, the Quick Response Fund
(QRF)," which provides rapid resource funding
similar to the CERP, received $125 million from
the FY 2007 Supplemental appropriation.

Other ESF programs, such as the Com-
munity Stabilization Program (CSP) and
the Community Action Program (CAP), are
working to provide support to the PRTs through
the integration of projects with those conducted
by the PRTs.""!

PRT COORDINATION OF ESF FUNDS
PRTs coordinate with local and provincial
governments to match ESF programs with local
needs. The U.S. Embassy reported this quarter
that:!

o Short-term, small capacity-development
efforts are typically met using QRF funding
because this mechanism is the quickest way
of approving grants or small direct purchas-
es under $200,000.

ESF

o Larger short-term projects, typically
involving technical assistance or oversight,
require use of CERP or PRT/PRDC funds
because the scope of this work tends to be
“brick and mortar” reconstruction—requir-
ing technical assistance of GRD as well
as capacity-building training for strategic
planning.

o Capacity development with an emphasis
on vocational training and/or civil society
developmental needs is often addressed
using CSP or LGP funding.

The Embassy also reported that 48 trained
cashiers/sub-cashiers are now assigned to
individual PRTs to account for ESF grants. This
oversight allows PRTs to better implement coor-

113

dinated ESF programs.

PRT/PRDC PROJECTS
The PRT/PRDC projects aim to improve provin-
cial and local governance by strengthening Iraq’s
capacity to deliver essential services.

The Iraqi-led PRDC:s select the projects,
the National Embassy Team (NET) approves
projects, and the Embassy coordinates the
expenditure of the $315 million in FY 2006
Supplemental allocated funds and the $475 mil-
lion in FY 2007 Supplemental allocated funds.
Although $475 million has been allocated in FY
2007 funds, only $100 million of this amount
has been transferred to GRD from DoS through
an interagency agreement."* With the exception
of Baghdad and Basrah, planned PRT/PRDC
allocations from FY 2007 funds increased 106%
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over amounts allocated to the provinces using

FY 2006 funds.

Table 2.12 shows the programmed amounts
of FY 2006 funds and FY 2007 planned amounts
for each province for this program.

FY 2006 and FY 2007 funding for this pro-
gram totals $790 million:"*

o FY 2006 funds of $315 million; $225.2 mil-
lion has been obligated, and $50.2 million
has been expended

« FY 2007 funds of $475 million; $22 million
has been obligated, and $2 million has been
expended

PRDCs have approved over 400 projects
valued at $495 million, and the NET has
approved more than 280 projects valued at $442
million.'!® For more details on the PRT/PRDC
projects, see the discussion of Provincial Recon-
struction Teams in Section 2b.

QUICK RESPONSE FUND

DoS and USAID are jointly executing Quick
Response Fund (QRF) projects to accelerate
capacity at the local government level.

As of December 31, 2007, $10.24 million has
been committed through the QRFE,'” and $2.72
million has been expended."® PRT projects
receive funding through grants, direct procure-
ments, and micro-purchases. Table 2.13 shows
the status of three of the tools available to orga-
nizations that seek funding from the QRFE.

Micro-purchases offer the PRTs a tool for
procuring items or services of up to $25,000 that
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the PRT team leaders deem necessary to support
QREF activities."” The micro-grants currently
under consideration would allow PRTs to iden-
tify small organizations to receive grants of up to
$5,000.1%°

DoS is responsible for all micro-purchases
and small grants valued up to $50,000.*'
USAID implements grants between $50,000 and
$200,000; direct procurements are managed by
the Embassy, which implements them or directs
that JCC-I/A implement them.'”> The Embassy
Technical Evaluation Committee, an interagency
team, reviews 3-15 grant proposals per week for
the use of QRF funds.'? Fifteen of the PRTs/
ePRTs submitted grant proposals that have been
approved, and 24 of the PRTs/ePRTs are actively
using at least one of the available award vehicles
in QRE.!*

INFRASTRUCTURE SECURITY
PROTECTION PROGRAM

The objective of the $247 million Infrastructure
Security Protection (ISP) Program is to mitigate
the opportunity of attack or theft by deterring or
impeding attempts to interdict key infrastruc-
ture in the oil, water, and electricity sectors.'”
The program is executed by GRD in collabora-
tion with ITAO and the Energy Fusion Cell, and
allocations include $110 million for oil pipeline
exclusion zones—which aim to prevent illegal
tapping and sabotage of pipelines—$51 million
for hardening of projects, and $66 million for
integrity and support projects.'*

Projects being supported by the remaining
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PRT/PRDC PROGRAM — ESF FY 2006 ALLOCATIONS AND FY 2007 PLANNED ALLOCATIONS

FY 2006 SUPPLEMENTAL FY 2007 SUPPLEMENTAL % CHANGE FROM 2006
PROVINCE ALLOCATION PLANNED ALLOCATION ALLOCATION
Ninewa $9,110,000 $18,000,000 98%
KRG $31,730,000 $54,000,000 70%
Tameem (Kirkuk) $8,930,000 $18,000,000 102%
Salah al-Din $8,930,000 $18,000,000 102%
Diyala $8,930,000 $18,000,000 102%
Baghdad $118,000,000 $80,000,000 -32%
Anbar $15,930,000 $50,000,000 214%
Babylon (Babil) $8,930,000 $18,000,000 102%
Missan $8,930,000 $18,000,000 102%
Muthanna $8,930,000 $18,000,000 102%
Najaf $8,930,000 $18,000,000 102%
Kerbala $8,930,000 $18,000,000 102%
Wassit $8,930,000 $18,000,000 102%
Qadissiya $8,930,000 $18,000,000 102%
Basrah $40,000,000 $30,000,000 -25%
Thi-Qar $8,930,000 $18,000,000 102%
Planning and Development $2,000,000 - -100%
Reserve - $120,000,000 N/A
Totals $315,000,000 $550,000,000 75%

Source: DoS, Section 2207 Report, October 2007, p. lll-1; GRD, response to SIGIR data call, January 16, 2008.

Notes:

1. This figure includes the planned allocations for FY 2007 funds.

2. According to GRD, in an upcoming amendment to transfer additional FY 2007 Supplemental funds to GRD for the program,
the DoS will be enabling the Director of ITAO to reallocate these funds among the provinces; thus, allocations are nota-
tional and not firm allocations for FY 2007 funds.

3. Currently only $475 million has been allocated for PRT/PRDC projects as of January 2008. Only $100 million of this amount
was transferred to GRD from DoS through an interagency agreement.

TABLE 2.12

STATUS OF QRF TooLs, AS OF DECEMBER 31, 2007

AMOUNT
TooL DESCRIPTION DEPLOYABLE  UPDATE
One-time payment to an NGO/GOI to carry out activity
Tracked at the Embassy; implemented by PRT/ePRT i
small Grant . y. P y < $50,000 29 smalldgLant}s; totatl)mg $774,514,
Post review and authorization of all grants approved by the Embassy
Grants over $25,000 reviewed by Washington, D.C.
. L 68 grant proposals, totaling $6.27
One-time payment to an NGO/GOI to carry out activity million, approved by the Embassy;
Grant Tracked at the Embassy; implemented and monitored by $50,000 over 35 approved grant proposals,
USAID - $200,000 valued at $4.37 million, turned over
Office of Provincial Affairs review and handoff to USAID to USAID/Iraql Rapid Assistance
Program for implementation
Activity complex enough to require a contract/lengthy
statement of work; PRT team leads approve purchase request
. Procurement order plausibility and implementation means . . .
Elrect made by USAID, JCC-I/A, or General Services Officer, < $200,000 $1.76 million obligated for 29 direct
rocurement procurements

depending on core competency

USAID implementer, DoD’s Regional Contract Command will
handle monitoring component

Source: U.S. Embassy, Provincial Reconstruction Team Portal, “Guidelines for Administration of the PRT/ePRT Quick Response Fund Program,”
August 12, 2007, p. 2; U.S. Embassy, response to SIGIR data call, January 12, 2008; ITAO, response to SIGIR data call, January 4, 2008.

TABLE 2.13
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funds include repair kits and oil terminal

improvements.'” A sample of ISP projects com-

pleted this quarter includes:'*®

o Water Treatment Plant Security Improve-
ments in Al Hussain ($850,000)

o Transmission Towers Protection near
Qadissiyah ($856,902)

o 9" Strategic Infrastructure Battalion (SIB)
Headquarter Force Protection FOB Security
Improvements ($338,588)

« 9" SIB 3" Company Force Protection
($368,898)

OPERATIONS AND MAINTENANCE
SUSTAINMENT PROGRAM

The Operations and Maintenance (O&M)
Sustainment program, executed by GRD,
received $285 million in the FY 2006 Supple-
mental appropriation to assist Iragis in sus-
taining U.S.-funded infrastructure projects in
key essential services sectors, such as electricity,
water, health, transportation, and communica-
tions. Additional funding was not requested

in the FY 2007 Supplemental appropriation.'®
Table 2.14 provides a list of O&M projects com-
pleted this quarter.

The progress made in O&M sustainment
appears to vary based on the sector. The “MOE
has an above-average grasp on the myriad issues
affecting the Iraqi electric grid and is working
very hard to improve the system.”* It also
appears that O&M sustainment is improving
in the electricity sector, considering the higher
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output levels this quarter.”* For the water sector,
although the GOI is capable of operating facili-
ties in the short-term, “managing operational
and strategic issues in the U.S.-funded infra-
structure in the face of accelerating social, eco-
nomic, and technological changes may present a
challenge to the GOI in the long term.”*

SIGIR continues to raise concerns about the
sustainment of U.S. assets once transferred to the
GOIL. A SIGIR audit released in July 2006 found
that available U.S. resources for supporting
O&M of IRRF-funded assets after transferring
the assets to the GOI may be insufficient, and
sustainment funding must be available through
capacity development activities to support the
projects until Iraqi ministries are prepared to
assume the role."® SIGIR will issue an update on
asset transfer during the next quarter.

COMMUNITY STABILIZATION
PROGRAM

The Community Stabilization Program (CSP) is
funded by $514 million of the ESF—$135 mil-
lion from the FY 2006 Supplemental and $379
million from FY 2007 ESF appropriations. As
of December 31, 2007, $113 million had been
expended.’** The program engages young Iragis
to participate in program activities instead of
violent conflict and is currently operating in
Baghdad, Kirkuk, Mosul, Fallujah, Ramadi,

Al Qaim, Habaniyah, Ba'quba, and Basrah.
Examples of CSP’s efforts include creating jobs
in small-scale manufacturing, auto repair,
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ESF O&M PROJECTS COMPLETED THIS QUARTER

ACTUAL

PROJECT NAME PROVINCE COMPLETION TotAL CosT
Electrical Power Engineering Training Nationwide 12/18/2007 $1,015,800
Repair 2 Gen Rotors - New Mullah Nationwide 10/31/2007 $864,544
Rte Sonics Electrical Repair Baghdad 11/1/2007 $315,800
Black 5107, Electric BPA FY08 Baghdad 11/21/2007 $200,000
Generator Wiring and O&M Baghdad 11/3/2007 $63,000
Al Bumaydee Backup Generator Platform Anbar 12/10/2007 $21,000
Al Muhammad Al Shabeeb Backup Generator Platform Baghdad 12/10/2007 $21,000
Albualwan Backup Generator Platform Kerbala 12/2/2007 $21,000
Talib Al Kawad Backup Generator Platform Baghdad 12/1/2007 $21,000
Al Bahadadai Generator Platform Anbar 11/11/2007 $21,000
Khamis Al Suhail Backup Generator Platform Babylon 11/11/2007 $21,000
Fira Shia Backup Generator Platform Baghdad 11/11/2007 $21,000
Al Buasal Backup Generator Platform Baghdad 11/10/2007 $21,000
Al Muhammad Dahre Al Faraj Al Halbusi Backup Generator Platform Baghdad 11/10/2007 $21,000
Isa Kadem Taha Backup Generator Platform Baghdad 12/10/2007 $17,000
Source: IRMS, ITAO Rollup, 1/2/2008.
TABLE 2.14
and similar occupations. The CSP Business 17 to 25, and women; trades include plumbing,
Development program has funded two employ- ~ masonry, and electrical installation."* Table 2.15
ment centers in Baghdad, placing graduates in provides the number of Iraqis employed, trained,
apprenticeship programs with local businesses and awarded apprenticeships by province, as
and providing vocational training for local reported by USAID.
Iragis. Vocational training targets youths, aged
STATISTICS FOR USAID’s CSP, As OF NOVEMBER 30, 2007

NINEWA ANBAR DIYALA  TAMEEM BAGHDAD TOoTALS
Iragis Employed 10,885 41,164 1,768 26,485 239,281 319,583
Iraqis Provided Vocational Training 1,146 806 345 10,978 13,275
Iraqis Awarded Apprenticeships 100 676 307 3,977 5,060

Source: USAID, response to SIGIR data call, January 4, 2008.

TABLE 2.15
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IRRF

IRAQ RELIEF AND RECONSTRUCTION FUND

On April 16, 2003, the Congress passed Public
Law (P.L.) 108-11, establishing the Iraq Relief and
Reconstruction Fund (IRRF 1). The law autho-
rized five agencies to use the $2.475 billion in the
IRRF 1: DoD, DoS, USAID, the Department of
Treasury, and the U.S. Trade and Development
Agency.

USAID was responsible for about 70% of the
IRRF 1. In November 2003, the Congress
provided a second appropriation to the IRRF
(IRRF 2), funding an additional $18.44 billion
for relief and reconstruction in Iraq. DoD was
responsible for around $13 billion in the IRRF 2.

Status of Funds

As of December 26, 2007, an estimated $243 mil-
lion (9%) of the IRRF 1 remained unobligated.
This represents no change from last quarter.

In October 2007, SIGIR Audit 07-011 reported

that IRRF 1 funds have expired since September
2004. The expired account balance remains
available to make legitimate obligation adjust-
ments—documenting previously unrecorded
obligations and making upward adjustments in
previously under-recorded obligations.
Approximately $616 million of the IRRF 2
has not been obligated (3%), and approximately
$1.12 billion has yet to be expended (6%). Most
of the unexpended IRRF funds are obligated
for ongoing work in the electricity and water
sectors. The U.S. Troop Readiness, Veterans
Care, Katrina Recovery, and Iraq Accountability
Appropriations Act (P.L. 110-28) makes IRRF 2
funds available for obligation until September
30, 2008. Figure 2.16 and Figure 2.17 show the
status of the IRRF 2 funds and the timeline of
obligations and expenditures since July 2004.
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Funding Uses
Most IRRF-funded reconstruction projects are
now complete. Of the $18.44 billion in appro-
priated IRRF 2 funds, $18.31 billion has been
allocated to reconstruction sectors. Both
GRD and USAID are executing the remaining
IRRF 2 work, which includes smaller-scale infra-
structure construction, operations and mainte-
nance sustainment, and capacity development.'*®
For the sector allocation of the IRRF 2, see
Figure 2.18.

Figure 2.16

STATUS OF IRRF 2 FUNDS
$ Billions
Sources: P.L. 108-106; DoS, Iraq Weekly Status (1/3/2008)

j——— TOTAL APPROPRIATED $18.44 ———|

TOTAL OBLIGATED

$17.82

—

TOTAL EXPENDED
$16.71

Note: Numbers are affected by rounding.
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IRRF

The security and justice sector received the
largest share of IRRF 2 allocations—nearly 40%
of the total. Electricity has the second largest
allocation, an estimated 23% of the IRRF. In
September 2004, the Congress approved repro-
gramming $3.46 billion in IRRF allocations. The
security and justice sector received the largest
increase of the reallocation ($1.8 billion), most of

which was used to train and equip Iraqi forces."”

Figure 2.17

TIMELINE OF IRRF 2 OBLIGATIONS AND EXPENDITURES

$ Billions

Sources: IRMO, Weekly Status Reports (7/24/2004 — 4/24/2007);
ITAO, Weekly Status Reports (5/29/2007 — 8/28/2007);

ITAO, Essential Indicators Reports (9/24/2007 — 1/1/2008)
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Figure 2.18

IRRF 2 CURRENT ALLOCATIONS BY SECTOR
$ Billions, % of $18.31 Billion Allocated
Source: DoS, Irag Weekly Status (1/3/2008)

Q

. Security and Justice $7.25  40%
0 Eectricity $420  23%
Water $2.08 11%
Oil and Gas $1.71 9%
. Economic Development $0.82 5%
[ Health care $0.81 5%
Transportation and Communications $0.79 4%
Refugees, IDPs, and Human Rights $0.43 2%
Reconstruction Management $0.21 1%

Notes:

1. Numbers are affected by rounding.

2. DoS currently reports that $18.31 billion has been allocated to IRRF 2—
down from last quarter’s report of $18.32 billion. The change is a result of
deobligations for future use in IRRF 2 programs.

3.The Reconstruction Management category includes administrative fees
and expenses specifically related to the IRRF. A section-also titled
“Reconstruction Management”-later in this Report, is unrelated to this
IRRF allocation category.

Justice, public safety infrastructure, and civil
society activities received an additional $470
million in this realignment, and democracy-
building activities received $380 million. At the
time of the reallocation in September 2004, most
funds were moved from the water and electricity
sectors into the security sector. SIGIR reported
in April 2007 that this shift in 2004 funding
was designed to meet the immediate need of
improving security. The reallocation cut funds
to the water sector by $1.9 billion and reduced
electricity sector funding by approximately $1
billion."*

IRRF

Key U.S. Projects

As construction projects financed under

IRRF 2 approach completion and closeout,
Coalition and Iraqi partners in each sector are
working to facilitate transition to Iraqi control.
GRD oversees IRRF essential service projects
still underway in Iraq, most of which focus on
electricity, water, and oil and gas.

In the electricity sector, many remaining
IRRF 2 projects are aimed at reaching the U.S.
goal of reconstructing 132 transmission sub-
stations."® These include the refurbishment of
the Al Rasheed Substation, which was com-
pleted this quarter. The Ministry of Electricity
must complete connecting the 400-kV/132-kV
overhead lines to power the substation. As of
December 7, 2007, 100 transmission substations
had been completed.'*

This quarter, GRD completed work on the
Amara 400-kV Substation and the Al Hammar
132-kV Substation. After successful testing,
both will be turned over to the Ministry of Elec-
tricity. Work is also underway at the Ghammas
Substation, which is estimated to be completed
by August 2008."*

Top Ten IRRF 2 Contractors

The ten IRRF contractors listed in Table 2.16
were awarded the largest contracts funded by the
IRRF 2. These same firms were reported as the
top contractors in SIGIR’s October 2007 Quar-
terly Report, but obligated and expended totals
have been adjusted to reflect recent contract
activity.
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SIGIR Oversight

This quarter, SIGIR issued four audits related to

the IRRF:

Two audits examined major Iraq recon-
struction contracts as part of SIGIR’s

mandate to report on funds made available

to the IRRE.

Another audit assessed the differences
in services and fees for management and
administration charged by GRD and

AFCEE on Iraq reconstruction contracts.
The fourth audit looked at GRD’s process

for determining award fees for its Sector

Project and Contracting Office contracts.

For summaries of these audits, see Section 3

of this Report.
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ToP TEN IRRF 2 CONTRACTORS ($ miLLions)

CONTRACTOR OBLIGATED EXPENDED
Bechtel National, Inc. $1,214 $1,177
FluorAMEC, LLC $965 $932
Parsons Global Services, Inc. $686 $635
Kellogg, Brown & Root Services, Inc. $633 $609
Parsons Iraq Joint Venture $619 $607
Washington Group International $508 $501
Development Alternatives, Inc. $439 $436
Environmental Chemical Corporation $352 $349
Anham Joint Venture $259 $259
Symbion Power, LLC $251 $193

Sources: Corps of Engineers Financial Management System, All Items Report for PMCON and

All Items Report for PMINCN, January 8, 2008; USAID, Activities Report (1/11/2008).

Note: This list is produced by compiling contract-level obligation data provided by GRD and

USAID only.

TABLE 2.16



INL FUNDING

BUREAU OF INTERNATIONAL NARCOTICS
AND LAW ENFORCEMENT AFFAIRS FUNDING

The Congress appropriates funding to the DoS
Bureau of International Narcotics and Law
Enforcement Affairs (INL) to provide assistance
for several kinds of initiatives, including those in
support of judicial, anticorruption, and correc-
tions projects.

Funding Status

To date, INL has received more than $2.8 billion
in direct appropriations and transfers from the
Iraq Security Forces Fund (ISFF) and Iraq Relief
and Reconstruction Fund (IRRF). For a sum-
mary of dollars appropriated and transferred for
INL work in Iraq, see Figure 2.19.

The Office of Management and Budget
(OMB) reports that more than $281 million has
been appropriated directly to INLs International
Narcotics Control and Law Enforcement fund

(INCLE)."? The status of INCLE'" funding as
provided by INL, shown in Figure 2.20, does
not include $20 million appropriated under
P.L. 108-11. As of January 4, 2008, almost 58%
had been obligated, and nearly 10% had been
expended.

TOP INL CONTRACTORS

INL expends most of its funding by using
contractors. This quarter, SIGIR requested con-
tractor information from both INL and the Joint
Contracting Command-Iraq/Afghanistan (JCC-
I/A). JCC-I/A told SIGIR that it does not track

Figure 2.19

INL APPROPRIATIONS AND TRANSFERS
$ Billions, % of $2.809 Billion
Source: INL, Response to SIGIR Data Call (1/4/2008)

\_

ISFF $1.286  46%
0 irer $1.262  45%
o $0.261 9%

Note: Numbers are affected by rounding.
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Figure 2.20

STATUS OF INCLE FUNDS
$ Billions
Sources: INL, Response to SIGIR Data Call (1/4/2008)

j——— TOTAL APPROPRIATED $.261 ———|

TOTAL OBLIGATED

= $.151

—
TOTAL EXPENDED

$.025

Note: Numbers are affected by rounding.

INL contractors, and INL provided information
for three companies, shown in Table 2.17. Dyn-
Corp International, LLC (DynCorp), received
the largest share of these funds—98.7%.'**

Funding Uses

Through INL projects and programs, the United
States works with the GOI to improve Iraq’s
criminal justice system, primarily through
police training; construction and refurbishment
of prisons, courthouses, and witness protection
facilities; and initiatives to implement the rule of
law and to bolster anticorruption institutions.

POLICE

The INL police effort in Iraq has been funded

with nearly $2.3 billion'” from three sources:

« $798 million allocated directly from the
IRRF

« $1.33 billion in DoD transfers from the
ISFF and IRRF

+ $162 million of additional ISFF funds
through the Jordan International Police
Training Center for civilian police work
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INL FUNDING

TopP INL CONTRACTORS (5 miLLions)

CONTRACTOR OBLIGATED EXPENDED
DynCorp $1,402 $1,095
BearingPoint $16 $13
PAE $2 $1

Source: INL, response to SIGIR data call, January 4, 2008.
Note: Numbers affected by rounding.

TABLE 2.17

INLs primary role in law enforcement is to
supply advisors to the Civilian Police Assis-
tance Training Team (CPATT), which is part
of MNSTC-1. INL funding provides 883 Inter-
national Police Advisors (IPAs) for the civilian
police training effort."*¢ According to INL,
“CPATT and MNC-I identify the Iragi police
mission requirements and provide operational
direction to the IPAs. INL supports this mission
by providing the IPAs and overseeing contractor
performance.”

IPAs operate as part of Police Transition
Teams (PTTs) assessing, training, and mentoring
the Iraqi police, as well as advising trainers at the
police academies."*® IPAs also provide civilian
expertise as a complement to military trainers
and advisors."” DoD reported that a shortage
of PTTs affects 17% of MOI forces.”* Further,
it reports that “one reason for this gap is the
level of funding for, and availability of, IPAs
and availability of military personnel for the
PTTs.™!



Beginning in May 2007, INL deployed
civilian experts on customs, immigration, and
port and border operations. Currently, all 71
advisors are operating in the field.*?

Last quarter, SIGIR issued an interim report
after suspending its review on INLs administra-
tion of a $1.2 billion contract with DynCorp for
police training. INL did not yet have sufficient
information to identify what DynCorp provided
under the contract or how funds were spent.
INL has a number of initiatives to improve its
management and oversight of the contract and
to recoup funds that may have been inappropri-
ately paid to DynCorp. SIGIR plans to reopen
the review in April 2008.

JUDICIARY AND ANTICORRUPTION
This quarter, the U.S. Embassy reorganized its
anticorruption initiative to improve coordina-
tion between the United States and the GOI’s
anticorruption bodies. The reorganization
created a new office, which includes a senior
coordinator position, the coordinator’s deputy,
and additional staff to strengthen anticorruption
programs and streamline collaboration across
and within the Coalition and the GOL '

Building the capacity of Iraq’s judicial sector,
which faces enormous investigative caseloads,
has been INL’s primary challenge."*

U.S. program leaders report that more effec-
tive Iragi Security Forces have produced a sharp
rise in the number of suspects entering the
court system. But insufficient judicial security,
an inadequate number of investigative judges

INL FUNDING

and judicial investigators, a lack of investigatory
training, and docket backlog all contribute to the
slow pace of hearings.

INL has been working with the GOI to
improve training for judicial investigators and
investigative judges. However, the shortage of
Iraqi judicial staff presents a challenge for the
training efforts. Over the past two quarters, INL
has reported on the inability to implement the
process, partially because of GOI funding and
security challenges, but also because the Iraqis
cannot afford for personnel to take time off
for training."® This quarter, INL worked with
arange of Iraqi, American, and international
organizations to design training programs:'*°
o to design and implement a program for the

joint training of police and judicial investi-

gators to improve investigatory skills
o to identify, develop, and establish related
support for investigators in Anbar province
« to support Provincial Reconstruction

Teams in expanding judicial training pro-

grams into the provinces

to align judicial training objectives

The U.S. Embassy reported that the GOI has
appointed 160 new judges and graduated 170
more from the Judicial Training Institute this
quarter.”” Approximately 100 courthouses are
now open around the country, up 7 from last
quarter.”® Kirkuk’s Major Crimes Court cleared
a backlog of 18-24 months by mid-October 2007.
Also, only those offenses that could legitimately
be deemed “major crimes” were being tried in
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that Major Crimes Court. Other cases were
being sent to their respective courts.'”

Judicial Security

In the October 2007 Quarterly Report, SIGIR
highlighted the danger facing judges, their
bodyguards, and staff. Since the Report, another
judge was assassinated, bringing the total

killed since 2003 to 34.° More than 30 judicial
security guards have been killed since 2003.

INL continues to provide secure housing for 40
judges and their families.

To improve judicial security, INL has been
working to develop the Judicial Protection
Service (JPS), which is modeled after the U.S.
Marshals Service. Last quarter, SIGIR noted that
the Ministry of Interior (MOI) had not issued
weapons permits for JPS staff, and to date, it has
still not issued them.'®" This seriously impedes
judicial security.

Iraq’s Higher Judicial Council (HJC) is having
difficulty obtaining funding from the Min-
istry of Finance to hire full-time government
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INL FUNDING

personnel for the JPS program.'* Instead, the
HJC relies on contractors, who are underpaid,
under-trained,'*® and impermanent.’** INL and
the U.S. Embassy are working with HJC’s efforts
to secure adequate funding from the Ministry of
Finance.'®®

To improve judicial security, INL has entered
into a $2.6 million partnership agreement'®® with
the U.S. Marshals Service to upgrade court-
houses. Last quarter, INL noted that upgrades
were intended for courthouses in Ba'quba,
Basrah, Kirkuk, and Mosul. This quarter, INL
reported that it had difficulty in verifying
whether the GOI owned or leased those court-
houses. The courthouse in Basrah has been
removed from the list, and a courthouse in Hilla
has been scheduled for upgrades.'”

INL projects are also refurbishing and con-
structing witness protection facilities. Since last
quarter, all four facilities reported progress, and
one was completed. For updated information on
facilities, see Table 2.18.

CONSTRUCTION OF
WITNESS PROTECTION FACILITIES

ESTIMATED % CHANGE SINCE
cary COMPLETION  COMPLETED LAST QUARTER
Rusafa 2/24/2008 48% Up 16%

Mosul 3/9/2008 55% Up 33%
Basrah 4/15/2008 66% Up 17%
Al Karkh  Completed 100% Up 2%

Source: U.S. Embassy, response to SIGIR data call,
January 4, 2008.

TABLE 2.18



CORRECTIONS

INL has received approximately $205 million
for corrections work. Corrections work includes
both advisory services and construction.

INL provides advisors, training, and moni-
toring to improve processes within the prison
system,'*® and it has expended $11.3 million of
the $21 million obligated for FY 2007 for correc-

tions advisors.'®

INL FUNDING

INL has an interagency agreement with
USACE-GRD for prison construction. Of the
five projects under the agreement, only the con-
struction of the prison in Nassriya is underway.
Three projects are either in the contracting or
design process, and the remaining project is
pending. For the status of these projects, see
Table 2.19.

PRISON CONSTRUCTION ($ MiLLions)

PRISON VALUE  STATUS ESTIMATED DATE OF COMPLETION
Pending notice to

Basrah Central $7.8 proceed (contractor Early 2009
and security issues)
Notice to proceed

Chamchamal $27.45 issued to contractor January 2009

FortSuse:Phase|  §5.5  Notice toproceed January 2009

issued to contractor

Fort Suse: Phase Ill  $10

Notice to proceed
issued to USACE to
develop Scope of Work

Bidding phase has yet to begin

Nassriya: Phase Il $6.25

2% completed November 2008

Source: U.S. Embassy, response to SIGIR data call, January 4, 2008.

TABLE 2.19
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The U.S. Congress has appropriated $47.485
billion for the reconstruction program in Iraq.
This section provides an overview of how U.S.
and Iraqi agencies use these funds and recaps
the insights and recommendations from SIGIR
and other oversight agencies on managing and

coordinating reconstruction activities in Iraq."”®

U.S. Program Priorities

As the GOI assumes the lead in improving and
expanding services across Iraq, the United States
has transitioned to supporting roles in project
and program execution. The U.S. management
framework for accomplishing reconstruction
goals in Iraq will continue to evolve in response
to this transition.

Reconstruction Management
Framework

Since the termination of the Coalition Provi-
sional Authority (CPA) in 2004, the U.S. Chief
of Mission (COM) in Iraq has been primarily
responsible for the direction, coordination, and
supervision of all U.S. government employees,
policies, and activities in Iraq, except for
employees under the command of a U.S. area
military commander.”” The Congress has
directed that all agencies operating in Iraq shall
keep the COM “fully and currently informed

with respect to all activities and operations of its
employees in that country.””>

The U.S. Embassy in Baghdad provides
interagency coordination in Iraq, with the
support of more than 1,000 direct-hire Ameri-
cans, representing 12 agencies.'”” To carry out
that mission, the DoS has “entrusted policy
and program direction for the Iraq Transition
Assistance Office (ITAO) activities to the COM”
and directed that ITAO oversee “completion of
remaining U.S.-funded infrastructure projects,
encouraging greater self-sufficiency by Iraqi
ministries, providing subject matter expertise to
offices within the U.S. Embassy, and supporting
the COM’s role.””

The Commander of the U.S. Central Com-
mand is responsible for U.S. security and
military operations in Iraq."”” This includes U.S.
efforts to train and equip the ISE.”® A UN Secu-
rity Council Resolution passed on December 18,
2007, endorsed an extension for U.S. military
forces to remain in Iraq through the end of
2008."”

THE SURGE

A little over a year ago, the United States imple-
mented a surge of U.S. military personnel to
quell violence in Iraq, deploying about 30,000
additional troops through five brigade combat
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teams (BCTs)."”® DoS implemented a civilian
surge, paralleling the military surge, which more
than doubled the number of Provincial Recon-
stuction Teams (PRTs) operating in Iraq.

Focus on the Civilian Surge

The civilian surge complements and augments

the support and goals embodied in the military

surge. A key part of the civilian surge is the
expansion of the PRT program, which works
with Iraqi officials at the local levels to build
capacity and provide relief. The United States

increased the number of PRTs from 10 to 25

in 2007 as part of the surge and to promote

bottom-up reconciliation and reconstruction

efforts. The 15 new PRTs were embedded within

BCTs in 2007, operating under the leadership

of the brigade commanders and strengthening

their ability to pacify areas targeted by the surge.
The Embassy anticipated that 323 civilians

would be needed to staff the new PRTs in 2007,

and it virtually met that goal. As of January 15,

2008, 298 were in place in Iraq, with the status of

the remaining 25 as follows:'””

o 7 DoD staff had arrived but were rede-
ployed to the United States for medical
reasons.

o 7 are en route to Iraq.

o 11 Diyala team members are in training
and preparing for deployment as a housing
shortage in Diyala is remedied in January.'®

DoD is expected to contribute approximately

41% of PRT surge personnel, and about 37% will
come under DoS. The remaining surge per-
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sonnel will be provided by USAID, USDA, and
DoJ, based on Embassy estimates at the end of
2007

Contracting and Procurement
Reconstruction managers continue to rely on
contractor resources and personnel to provide
mission support for the economic, political, and
security goals of the U.S. military and civilian
agencies in Iraq. Contractor support of military
operations and reconstruction activities has
become an essential element in accomplishing
the objectives of the U.S. mission.

SIGIR LESSONS LEARNED IN
CONTRACTING AND PROCUREMENT
On January 24, 2008, the Inspector General
testified before Congress on lessons learned
from contracting in a wartime environment,
including recommendations for strengthening
the procurement system. SIGIR noted that “the
success of any contractual relationship depends
heavily on the quality of the direction and
oversight given the contractor by the govern-
ment. When government oversight is lax, the
risk of problems increases.”"®> Moreover, the
management of contractors requires effective
implementation of existing contracting practices
and policies.

In July 2006, SIGIR published a compilation
of contracting and procurement lessons learned
from Iraq reconstruction activities, including
the need to streamline contracting regulations,
to incorporate contracting and procurement
personnel in critical planning stages, and to



clearly define contracting and procurement
roles and responsibilities to stakeholder agen-
cies. The report noted the need to designate a
“single unified contracting entity to coordinate
all contracting activity in theater” to enhance
contract management and oversight.'** The
complete report, Iraq Reconstruction: Lessons in
Contracting and Procurement, is available on the
SIGIR website: www.sigir.mil.

JCC-1/A NOW THE CENTRAL
CONTRACTING AGENCY
The Joint Contracting Command Irag/Afghani-
stan (JCC-I/A) provides contracting support
to the COM, the Multi-National Force-Iraq
(MNF-I), and the NATO International Secu-
rity Assistance Force."® DoD recently assigned
consolidated contracting authority to JCC-I/A,
based on DoD guidance of October 19, 2007.
All DoD contracting officers are now required
to clear and receive approval from JCC-I/A for
any statements of work and terms and condi-
tions that relate to the delivery of supplies and
services—including engineering and
construction.'®

This consolidated authority is the result of
ongoing discussions between the Under Secre-
tary of Defense, MNF-I, Combined Joint Task
Force-82, and JCC-I/A regarding the oversight,
management, and administration of expedi-
tionary contractors.'s

RECONSTRUCTION MANAGEMENT

SHIFT OF U.S. CONTRACTING
AWARDS TO IRAQIS

In 2004, the United States awarded ten large
design-build contracts, funded by the IRRF, to
execute a portion of the $18 billion appropriated
by the Congress for Iraq’s relief and reconstruc-
tion.”” Most of the work under these contracts
is complete, and many of the U.S. contractors
involved in the related construction efforts have
left Iraq or are in the process of demobilizing as
their programs wind down.'®® Some remain and
are operating under new contracts designed to
support the U.S. shift in 2004 to smaller, shorter-
term projects.

This strategic shift resulted in increased
project delivery through a variety of mecha-
nisms—notably, the use of direct contracting
with local Iraqi firms."** SIGIR noted in its July
2006 Lessons in Contracting and Procurement
that large design-build contractors were not
needed to execute most reconstruction projects:
local contractors were available, less expensive,
and less restricted by security issues.'*’

Iraqi First Program

As the large U.S. contractors have departed, Iraqi
firms have frequently taken over the programs.
Since July 2006, the United States has supported
the award of contracts to Iragis via JCC-I/A’s
Iraqi First Program, which aims to develop

the performance capacity of Iraqi companies to
fulfill coalition reconstruction project require-
ments.””! As of December 26, 2007, at least 3,673
Iraqi firms were registered under the program,
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Figure 2.21

AWARDED DOLLAR AMOUNTS TO IRAQI FIRST VENDORS
$ Millions
Source: JCC-I/A, Response to SIGIR Data Call (1/4/2008)
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Notes:

1. Numbers are affected by rounding.

2. Numbers in this figure vary with the contract dollars awarded to Iraqi firms reported by SIGIR last quarter. This quarter, SIGIR received direct
reporting on these figures from JCC-I/A, the agency executing the Iraqi First Program.

and contracts have been awarded to about 83% the October 2007 MNF-I Quarterly Contractor
of these registered vendors."* Census indicated that just more than 53% of the
With reconstruction transitioning to an Iragi-  contracted workforce is Iragi.'*
led endeavor, more and more U.S. contract dol- In Irag, JCC-I/A has Regional Contracting
lars are being awarded to Iraqi firms to trainand ~ Centers that execute contracting activities. As of
build contracting and procurement capabilities ~ December 31, 2007, more than 61% of the total
in the country. Figure 2.21 shows the monthly number of contracting actions for these centers
totals for contract dollars awarded to Iraqi firms  was awarded to Iraqis. The total value of Iraqi
since October 2006. The amount awarded to contracts represents more than 47% of the total
Iraqi First vendors increased by nearly $306 mil-  value of all contracting actions for these centers.
lion over the quarter, raising the cumulative total ~ Figure 2.22 summarizes the activities of these
awarded to Iraqis to nearly $2.459 billion from centers under the Iraqi First Program.
October 2006 to the end of 2007.! Moreover,
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Figure 2.22

IRAQI FIRST PROGRAM AWARDS AS OF DECEMBER 31, 2007
Source: JCC-1/A, Response to SIGIR Data Call (1/4/2008)
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Notes:
1. Numbers are affected by rounding.
2. Theater-wide Requirements Division provides Irag-wide contracting support of supplies, services, construction, and administration.
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ON THE BATTLEFIELD

Several reports published this quarter highlight
the need for significant improvement in the U.S.
military’s contract management capabilities.

The Gansler Report

The Commission on Army Acquisition and
Program Management in Expeditionary Opera-
tions—led by former Under Secretary of Defense
for Acquisition, Technology, and Logistics Dr.
Jacques Gansler—issued the Gansler Report in
November 2007. SIGIR met with Dr. Gansler in
September to provide insight on lessons learned
in contracting.

The Gansler Report pointed to the role of the
sizable contractor force currently working in the
Kuwait/Irag/Afghanistan Theater—a workforce
now almost as large as that of the entire U.S. mil-
itary mission in the region. Notwithstanding the
substantial number of contractors present, the
report found that the Army “does not yet recog-
nize the impact of contracting and contractors
in expeditionary operations and on mission suc-
cess.”™® The Gansler Report also concluded that
“Army contracting personnel face an increase
of over 600% in workload. . .yet the number of
Army civilian and military in the contracting
workforce is stagnant or declining.”'*

The Commission suggested several changes
to improve Army acquisition and program
management. Table 2.20 summarizes several of
the report’s observations and recommendations.
The report noted long-term problems in the
contracting structure that support findings pre-
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viously identified in SIGIR’s oversight products.
For example, the report cited the need for more
trained and experienced contracting personnel,
echoing SIGIR’s findings in reports on DoD-
managed projects. SIGIR found that more exper-
tise has been needed in property accountability,
contract administration processes, financial
record keeping, ensuring proper cost controls,
establishing adequate quality control programs,
and other areas.

Conversion Scales in the Award-Fee Process
The CPA formed the Program Management
Oftice (PMO) in 2003 to oversee the large recon-
struction contracts in Iraq. The PMO contracted
support from seven contractors for program
management services. The United States spent
almost $452 million on PMO-support contracts
and authorized about $42 million in award fees
as of June 2007."” These costs and fees were asso-
ciated with the cost-plus award-fee contracts:'*®
o Contractor costs were reimbursed.
» Contractors received a base fee of 3% of
budgeted costs, with a possible award fee of
up to 12%.
o The contractor in the electricity sector was
eligible for award fees that ranged from 9%
to 13%.

This quarter, SIGIR issued a report that
reviewed the extent to which these seven
cost-plus award-fee contracts followed the U.S.
Army’s recommended best practices in using
conversion scales in the award-fee process. The
audit, which followed up on SIGIR’s previous
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award-fee audit from 2006, found that the type tracts are used, government agencies can provide
of conversion scale used to calculate award fees contractors greater incentives to achieve superior
under these contracts was not the one recom- results by adopting an appropriate conversion
mended by the U.S. Army because it did not scale and writing it into the award-fee plan.?*
provide proper incentives for contractors to

strive for better-than-expected performance. Comparison of USACE-GRD and

Accordingly, it was possible for a contractor AFCEE Services and Fees

whose performance was barely above a min- GRD and AFCEE are now the primary orga-

imum threshold to receive a disproportionately =~ nizations providing project management and
large share of the potential award fee."” SIGIR contract administration services.*”"
concluded that when cost-plus award-fee con-

GANSLER REPORT OBSERVATIONS AND RECOMMENDATIONS

ISSUE OBSERVATIONS RECOMMENDATIONS
Army Organizational Contracting is not valued as a discipline and is treated Authorize additional officers for contracting positions.
Structure and as an operational and institutional side issue.

Ensure that Army contracting personnel start their
Multiple commands have responsibility for contracting, contracting careers earlier.

but none have the responsibility to synchronize all
contracting activities.

Responsibility

Fund career planning, training, and educational programs
to assist in building an expert workforce.

Contracting activities in theater are not fully integrated. . .
Establish an Army Contracting Command.

Create an Integrated Expeditionary Command in theater
that would be the single contracting and contract
management authority.

Contracting Personnel There is a lack of trained and experienced military Increase the number of military and civilian contracting
officers and non-commissioned officers in contracting. ~ workforce by 25%.
Only 3% of Army contracting personnel are serving Provide deploying personnel with tools to help them in
on active military duty. theater.
Although the number of contracting personnel has Provide training before contracting personnel arrive in
declined, workload has increased by as much as 600%. theater.
The Army’s acquisition workforce is not adequately Establish an Expeditionary Contracting Command that
staffed and trained. would be responsible for providing skilled, trained

- . personnel to support expeditionary forces.
Only 56% of the military officers and 53% of the

civilians in the contracting career field are certified
for their positions.

Expeditionary contracting is more complicated and
requires more experienced personnel.

Source: Commission on Army Acquisition and Program Management in Expeditionary Operations, “Urgent Reform Required: Army
Expeditionary Contracting,” November 2007.

TABLE 2.20
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This quarter, SIGIR issued a report that
describes differences in services and fees for
management and administration of reconstruc-
tion contracts by GRD and AFCEE. Both pro-
vide construction services that included project
management and design, contract administra-
tion, fiscal and administrative management, and
quality assurance. In a gross comparison, GRD’s
fees for its services appeared much higher than
AFCEE’s fees.

The audit concluded that there is “little com-
parability and transparency of the fees charged
and services provided by the two organiza-
tions.”* Table 2.21 summarizes the differences
noted in SIGIR’s audit.

During the audit, SIGIR learned that the
organizational approaches to managing and
administering projects shared similar character-
istics:

o Both charged fees intended to recover costs.

« Both recognized that costs will be higher

than the fees on some projects and lower on
others, with total fees adjusted to recover
costs.

o Neither recorded actual costs on individual
projects.

o Neither recovered security and life-support
costs in its fees.

SIGIR recommended that the Secretary
of Defense undertake a thorough compara-
tive analysis of the services provided and fees
charged by these organizations. SIGIR concluded
that DoD should ensure that each organization
is charging fees that are appropriate for the ser-
vices provided and for recovering all costs that
are appropriately included in fees. This analysis
could also consider the benefits of a managed
degree of competition between the organiza-
tions to spur more rigorous cost management, as
well as the benefits of shared best practices and
models.

SEVERAL DIFFERENCES IN PROJECT MANAGEMENT AND ADMINISTRATION

BY USACE-GRD AND AFCEE
GRD

AFCEE

Project Planning and Design

Initial work involved design-build contracts
that required more involvement in the design
and construction phases, but subsequently
moved to smaller shorter-term projects.

Detailed design services not provided
for its projects. Assisted customers with
project planning and requirements
definitions, but accomplished
construction without detailed design
packages.

Quality Assurance

Relied primarily on its military and civilian
employees for quality assurance efforts.

Used contractors for quality assurance
services.

Fees Charged

administrative services.

Fees ranged from 4% to 9.2%, but GRD
charged 6.5% for full contract supervision and

Initial fee for comparable services was
1.5% of project cost, but AFCEE’s fee
in the past year has increased to just
over 3%.

Source: SIGIR Audit-08-005, “Differences in Services and Fees for Management and Administration of Iraq Reconstruction

Contracts,” January 2008.

TABLE 2.21
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Army Operational Plans for Contractor

Support on the Battlefield

The U.S. Army Audit Agency also noted

improvements needed in Army contract man-

agement. These are the observations noted in its

November 28, 2007 audit on contractor support

on the battlefield:**

o Improvement is needed to ensure adequate
incorporation of contractor integration
issues and the known contractor staffing
requirements into planning documents.

o Most operational planning documents did
not include contractor integration plans.

o There is no comprehensive information
source for planners and contracting person-
nel that addresses contractor integration
Army-wide.

o Contracts must include the appropriate
clauses or language to prevent the discon-
tinuation of essential services during mis-
sion operations, uncertainty about the roles
and responsibilities of the contractor and
government personnel, and other serious
risks.

For a list of reports published by other over-
sight agencies this quarter, see Section 4 of this
Report.

Management and Coordination
of Activities

SIGIR and other agency audits have identified

a lack of coordination of activities in managing
and administering reconstruction projects in
Iraq.

RECONSTRUCTION MANAGEMENT

STRATEGIC PLANNING

GAO released an audit this quarter on the
civilian capacity to manage stabilization and
reconstruction operations. GAO found that the
office of the Coordinator for Reconstruction
and Stabilization is developing a planning and
coordination framework for reconstruction
operations. According to the report, DoS is in
the process of developing three civilian corps
that can respond quickly to international crises;
however, “key details for establishing and main-
taining these units remain unsolved.”**

PROVINCIAL RECONSTRUCTION
TEAMS

SIGIR’s audits of the PRT program in October
2006, July 2007, and October 2007 found no
coordinated strategic plan for PRT activities.
Although the audits noted progress in some
PRTs, they highlighted the critical need to
identify each province’s resource requirements
and to assign appropriately trained personnel to
address those requirements.

This quarter, the Embassy reported that the
“recently formed Joint PRT Steering Group in
Baghdad will provide more timely and reactive
strategic guidance to the PRTs/ePRTs/ PSTs.”2%
The group has been formed to provide oversight
for the development of a joint PRT strategy.
Moreover, the Embassy’s Planning/Assessment
cell—in coordination with MNF-I, PRTs, and
other Mission organizations—has developed an
assessment handbook with a set of metrics and
PRT performance measures that are tied to the
Joint Campaign Plan and Mission Strategic Plan,
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as reported by the Embassy.?*® For more infor-
mation, see the discussion of Provincial Recon-
struction Teams later in this section.

CONSTRUCTION OVERSIGHT

SIGIR released an audit this quarter on Parsons

and the work of its subcontractors on the facility

construction and repair work at the Taji Mili-

tary Base and the renovation of the Baghdad

Recruiting Center. The audit found that the work

was generally completed to the government’s

satisfaction but made these observations:*”

o There were significant limitations to full-
and-open competition in awarding subcon-
tracts, which comprise almost 75% of the
cost of reconstruction.

o At the time of construction, Parsons had
weaknesses in its contract-billing system
that increased the risk of erroneous billings.
These weaknesses have since been cor-
rected.

o Although construction work has been com-
pleted, the task order remains open because
of inventory discrepancies.

SIGIR has made several observations about
large construction projects in Iraq. For a sum-
mary of SIGIR audits released this quarter, see
Section 3 of this Report.

ASSET TRANSFER

The handover of completed U.S.-funded projects
to appropriate Iraqi authorities has been slowed
by the absence of a clearly defined asset transfer
process. Past SIGIR products have identified
weaknesses in transferring completed projects
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on the part of both U.S. government agencies
and the GOL. The Iraqi Board of Supreme Audit
(BSA) also recently voiced concern over the
transfer of completed projects.

A formal asset transfer process is important
because the GOI needs to plan for and fund
infrastructure and sustainment of completed
projects nationwide. This requires a comprehen-
sive knowledge by all appropriate ministries of
assets being transferred to GOI control.

Transferring Projects at the Provincial Level
In 2006, the Embassy established an asset
transfer process with the Iraqi Ministry of
Finance and initially was successful in transfer-
ring projects. However, for unknown reasons,
the GOI halted transfers at the national level in
July 2006. In the absence of a comprehensive
national asset transfer process, U.S. agencies
have transferred projects at the provincial level,
directly to local ministry officials, or directly to
national government officials.

For example, 92.4% of MNSTC-T’s projects
transferred to Iraqi authorities occurred at the
local level. Moreover, no projects were trans-
ferred to national authorities in the past two
quarters. MNSTC-I noted these asset transfer
challenges:*

o the refusal of some GOI officials to sign
transfer documents because they do not
have the authority to sign or are not suf-
ficiently familiar with the projects

o the apparent lack of a central function
responsible for accepting the transfer of
facilities within an Iraqi Army installation,



making the identification of the appropriate
Iraqi Army units to sign for the facilities a
“serious challenge”

Table 2.22 shows the number of projects that
MNSTC-I has transferred to Iragi control.

GRD also has transferred most of their
projects to Iraqi officials at the local level. Table
2.23 shows that of the 3,429 projects transferred
by the GRD to Iraqi authorities, 77.3% have
been handed over to local officials and 22.7% to
national authorities. In the most recent quarter,
however, only 41 projects were transferred to
local officials, and no projects were transferred
to national authorities.?” USAID successfully
worked out a transfer agreement with the Iragi
Ministry of Communications for its commu-
nication projects but has not been successful

RECONSTRUCTION MANAGEMENT

in working out agreements with other Iragi

ministries.?'

Concern over the transfer of completed proj-
ects has also been voiced by Iraqi government
officials. This quarter, the BSA published a report
on the transfer of U.S. assets to the Iragi min-
istries. According to the report, BSA reviewed
approximately 17,000 U.S.-funded projects with
a total estimated value of about $13 billion. These
are key findings translated from the original
Arabic text:*!!

o The benefited entities confirmed the exis-
tence of the projects; however, they do not
have any information or documentation on
project cost, total disbursement, contractual
procedures, or project execution.

« Some benefited entities confirmed that they
do not have records of project ownership

NuMBER OF MNSTC-1 PROJECTS TRANSFERRED TO IRAQI CONTROL

LAST CALENDAR

ToTAL YEAR-TO-DATE LAST QUARTER THIS QUARTER
Local Level 1,179 542 34 405
National Level 97 2 0 0

Source: MNSTC-I, response to SIGIR data call, January 18, 2008.

TABLE 2.22

NuUMBER OF GRD PROJECTS TRANSFERRED TO IRAQI CONTROL

ToTAL YEAR-TO-DATE LAST QUARTER THIS QUARTER
Local Level 2,649 521 158 41
National Level 780 237 48 0

Source: GRD, response to SIGIR data call, January 4, 2008.

TABLE 2.23
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and have no information on the entity that
initiated the project request. They also con-
firmed that they do not have these projects
on their financial and accounting records.

o The appropriate ministries and the Min-
istry of Planning were not notified of the

executed projects.

SIGIR previously reported concerns about the
challenges of transferring assets to the Iragi min-
istries. Table 2.24 provides a summary of these

audit findings. SIGIR is planning a review of the
asset transfer process for next quarter.

ITAO reported that it has drafted a bilateral
agreement between the U.S. government and the
GOI on the transfer of capital assets. The draft
agreement was sent to the GOI in November
2007 but has not yet been adopted.*'*

ANTICORRUPTION ACTIVITIES

SIGIR has published several reports on the coor-
dination of the GOI and U.S. agencies to develop

SIGIR AuDIT FINDINGS ON PLANNING AND COORDINATION OF ACTIVITIES—ASSET TRANSFER

AupIT

SUMMARY OF FINDINGS

SIGIR Audit 07-004, “Transferring Iraq
Relief and Reconstruction Fund Capital
Projects to the Government of Iraq,”
7/25/2007

IRMO (now ITAO) and its implementing partners—USAID, MNSTC-1, and GRD—worked hard to put
a capital asset transfer process in place but were stymied by the GOI’s unanticipated reluctance to
accept project responsibility and ownership.

The agencies were initially successful in transferring projects: between April 23 and June 30, 2006,
MNSTC-1 and GRD transferred 435 completed IRRF-funded projects to the GOI through the Ministry
of Finance.

Conditions changed in May 2006, according to IRMO (now ITAO), when a new Minister of Finance
was appointed, effectively halting transfers at the national level in July 2006.

At the time of the audit’s publication, IRMO (now ITAO) and its implementing U.S. partners were
developing alternatives to achieve the objective of capital asset transfer to the GOI.

SIGIR Audit 06-007, “U.S. Agency for
International Development Management
of the Transfer of Iraq Relief and
Reconstruction Fund Projects to the Iraqi
Government,” 4/29/2006

Neither USAID nor the former IRMO established a requirement to report completed projects to the
Ministry of Finance and Ministry of Planning.

USAID policies did not require the provision for the notification and sufficient information to
the appropriate Iragi ministries to enable adequate long-term, nationwide planning for the
integration and sustainability of construction project assets.

National Security Presidential Directive No. 36 gives the U.S. Ambassador the authority to direct
how the turnover of completed projects will occur; a process is being put in place (as of April
2006).

SIGIR Audit 06-006, “Multi-National
Security Transition Command-Iraq
Management of the Transfer of Iraq
Relief and Reconstruction Fund Projects
to the Iraqi Government,” 4/26/2006

MNSTC-1 has developed an excellent process for transferring defense-related assets to the Ministry
of Defense, but a lack of capability in the Ministry of Interior impeded the transfer of police-
related assets.

MNSTC-1 developed a timeline in November 2005 for the Ministry of Interior to organize both
national and provincial infrastructure planning for projects; however, a complicated process
contributed to the failure to meet the organizational milestones.

The breakdown in planning for operating and maintenance and sustainment of project assets had
created a very high risk for the timely transition of those responsibilities from the U.S. government
to the GOI.

TABLE 2.24
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a strong anticorruption campaign in Iraq. Table
2.25 summarizes their key points.

This quarter, a new SIGIR review found prog-
ress in the planning and coordination of U.S.-led
anticorruption activities. The report noted that
the U.S. Ambassador has directed actions to
improve the oversight and coordination of anti-
corruption programs, calling for a senior official
to report directly to the Deputy Chief of Mission
and for the reorganization of key anticorruption
personnel.

Moreover, the U.S. Embassy recognized the
need to design and implement a comprehensive,
integrated anticorruption strategy to better assist
Iraqis in combating corruption. On December 7,
2007, the Ambassador requested more support to
better coordinate all U.S. anticorruption policy

and programs in Iraq."?

CAPACITY DEVELOPMENT ACTIVITIES
SIGIR Audit 06-045 noted a lack of an
overarching U.S. capacity development program
with specific roles and objectives. Individual
agencies conducted capacity-building activities,
and “no one office or person is clearly in charge
of the overall U.S. government capacity-develop-
ment effort.”"

GAO published an audit in October 2007
that reiterated SIGIR’s findings on the U.S.
capacity development program. GAO’s report
found that “U.S. efforts lack an overall strategy,
no lead agency provides overall direction, and
U.S. priorities have been subject to numerous
changes.”>

For more details on audits on this topic, see
Capacity Development later in this section.

SIGIR AuDIT FINDINGS ON PLANNING AND COORDINATION OF ANTICORRUPTION ACTIVITIES

AuDIT SUMMARY OF FINDINGS

SIGIR Audit 07-007, “Status of U.S.
Government Anticorruption Efforts in
Iraq,” 6/24/2007

The absence of a program manager with the authority and support to provide the necessary
leadership and coordination of the overall anticorruption effort impeded the implementation of
a coherent anticorruption program.

There is no comprehensive, integrated plan with metrics that tie the programs of several
organizations to an overall U.S. Mission-Iraq strategy or that provide a baseline to measure
progress.

The absence of an overall strategy makes it difficult to assess the adequacy of funding to meet
the desired end state.

SIGIR Audit 06-021, “Joint Survey of
the U.S. Embassy-Iraq’s Anticorruption
Program,” 7/28/2006

Total funding for ongoing and planned anticorruption activities through June 15, 2006, was
approximately $65 million—less than 0.003% of the total IRRF funding at that time.

In late 2005, the U.S. Embassy-Iraq reconstituted its Anticorruption Working Group and in
December 2005 released its strategic plan for reducing corruption.

Notwithstanding the strategic plan and other efforts, no single office had the authority or
responsibility for the oversight and coordination of anticorruption efforts.

TABLE 2.25
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PROVINCIAL RECONSTRUCTION TEAMS

To lead the decentralizing of U.S. reconstruction
and capacity-building efforts, DoS established
the Provincial Reconstruction Team (PRT)
program in November 2005. PRTs draw on
U.S. interagency expertise to focus on building
capacity in Iraq’s local governments. Of the ten
original PRTs in Iraq, three are led by Coalition
partners. There are also seven Provincial Sup-
port Teams (PSTs) in Irag. PSTs are colocated
with the PRTs and travel to provinces to engage
local officials and conduct capacity-building
activities.

In January 2007, in coordination with the
military surge, the United States added 15 new
PRTs to the 10 already established throughout
Iraq. The primary mission of these 15 new PRTs
(called ePRTs) difters from that of the original
10 PRTs in a number of ways. The ePRTs are
embedded with a military brigade combat team
(BCT). The ePRTs are active primarily in pro-
grams that aim to win the loyalties of the local
population.

Figure 2.23 shows a map of PRTs, ePRTs, and
PSTs in Iraq.

PRT Footprint

As of December 2007, 25 PRTs are operating in
Irag—10 at the provincial level and another 15
ePRTs in U.S. BCTs across Iraq. The ePRTs are
concentrated in the Anbar, Diyala, Baghdad, and
Wassit provinces.?'¢ They facilitate support for
moderate elements that seek peaceful ways in
which to resolve political differences.>”

The 25 PRTs are staffed by a pool of civilian,
military, and contractor personnel from DoS,
USAID, Do], the Department of Agriculture,
GRD, Coalition military forces, and the U.S.
Embassy. These teams serve as an interface
between U.S. and Coalition partners and provin-
cial and local governments throughout Iraq.

PRT Funding

To support the program’s expansion, $475 mil-
lion from the Economic Support Fund (ESF)
was allocated to the PRT/Provincial Reconstruc-
tion Development Council (PRDC) program
for FY 2007. This was an increase of nearly 51%
from the $315 million allocated in FY 2006.

In addition to operational funding, two other
ESF programs—USAID’s Local Governance
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Figure 2.23

PROVINCIAL RECONSTRUCTION TEAM PROGRAM IN IRAQ
Source: SIGIR Audit 07-015, “Review of the Effectiveness of the Provincial Reconstruction Team Program in Irag” (October 2007)
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Program (LGP) and the Quick Response Fund
(QRF)—directly support PRT activities. For the
status of PRT funding, see Table 2.26.

PRT Core Functions
The U.S. reconstruction strategy relies on the
ability of PRTs to provide a balance of diplo-
matic, military, and development capabilities
to bolster the efforts of local governments and
spur economic development. The ultimate aim
of the PRT program is to build the capacity of
local governments to provide for the needs of the
population.

PRT goals include achieving effective gover-
nance, establishing the rule of law, promoting

U.S. PRT PROGRAM (5 miLLions)

economic development, reconstructing basic

infrastructure, and realizing political reconcilia-

tion. Meeting these goals is a critical step toward

establishing a level of stability in the area cov-

ered by each PRT so that the U.S. military can

transfer security responsibility to the GOL
SIGIR’s October 2007 PRT audit identified

five specific core functions and performance

measures of the PRTs in Iraq:

o rule of law

« economic development

o governance

e reconstruction

o political reconciliation

FY 2006 SUPPLEMENTAL

FY 2007 SUPPLEMENTAL

PRT FUNDING CATEGORY ENACTED ENACTED ToTAL
Program Funding from ESF
PRT/PRDC Projects $315 $475 $790
PRT Local Governance Program 155 90 245
Quick Response Fund 125 125
ESF Total $470 $690 $1,160
Operational Funding $2302 $414 $644
Grand Total $700 $1,104 $1,804

Source: DoS, reported in SIGIR Audit 07-015, “Review of the Effectiveness of the Provincial Reconstruction Team Program in

Iraq,” October 18, 2007; ITAO, response to SIGIR data call, October 18, 2007.

Notes:

aNone of the operating funds from FY 2006 were obligated or expended in FY 2006; they were carried forward into FY 2007.

TABLE 2.26
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RULE OF LAW
PRTs work with local officials to increase the
confidence of local communities in the rule
of law. This quarter, PRT leaders continue to
describe security conditions in many towns
and villages as “uneven across the board.” The
uneven security situation impacts the estab-
lishment of the rule of law in the provinces.*"®
Embedded PRT leaders report that, when they
travel to meetings outside the ePRT base of
operations, they continue to use full armored
convoys. In Salah al-Din, however, the PRT
leader noted that authorities can operate fairly
easily with a minimum amount of security in
some towns, although just a few towns over,
travel and activities necessary to perform rule-
of-law functions are much more difficult.”*
During this quarter, PRTs supported rule-of-
law programs, including:
o distributing laptop computers to judges in
each of the south central provinces
o establishing an ombudsman program for
detainees in Adhmudiyah®*

ECONOMIC DEVELOPMENT

ESF and CERP funds are the major U.S.-funding
sources for economic development programs

at the PRT level. The PRT program, however,

is not intended to take the place of more estab-
lished development agencies. If the PRT operates
as designed, the program should phase out as
stabilization and reconstruction programs shift
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to longer-term development programs.
Another mechanism for boosting economic

development at the local level is the QRF. The

QREF is intended to be a CERP-like funding

source to execute high value, quick-turnaround

projects. According to DoS, QRF has four

vehicles of delivery:*

« micro-purchases: up to $25,000

« small grants (submitted by PRT, approved
by the U.S. Embassy interagency, and
implemented by PRT): up to $50,000

o large grants (submitted by PRT, approved
by the U.S. Embassy interagency and NEA
in Washington, D.C.; implemented by a
USAID partner): up to $200,000

« direct procurements: up to $200,000

The use of QRF micro-grants is under con-
sideration. This tool will be used by PRTs to sup-
port small businesses with grants up to $5,000
without the approval of the U.S. Embassy.

GOVERNANCE

The USAID representatives in PRTs oversee the
Local Governance Program (LGP). Most LGP
employees work on-site with the PRTs on issues
related to governance, public finance, and city
planning. The PRT-based advisors help deliver
LGP’s national programs in budget execution
and identification of provincial development

strategies, among others.**



This quarter, LGP personnel developed a
handbook called The Republic of Iraq District
Government Field Manual. The handbook is
designed to help Iraqi citizens, Coalition military
officials, and others who support reconstruction
in Iraq to gain a better understanding of how the
government operates.

In addition, PRTs have noted these
accomplishments:**

o Progress re-establishing local govern-
ments where needed. As of November
2007, PRTs have helped establish or rebuild
16 governorate councils, 96 district coun-
cils, 195 city or sub-district councils, and
437 neighborhood councils, as well as
elections for governors, mayors, and local
councils.

o More capable existing governments.

The program has trained 2,000 members,

28 governors, 42 deputy governors, 420

directors general, and key staft in 380 Iraqi

ministries and departments to increase
capacity to manage and execute budgets in

a transparent and sustainable manner.

o Improved transparency. The Ninewa PRT,
for example, has assisted the provincial
government with executing its $241 million
of Iraq reconstruction and infrastructure
improvement funds.

RECONSTRUCTION

As of November 21, 2007, more than $220 mil-
lion in PRT/PRDC projects have been completed
in Baghdad since 2005. Approximately 80% of
the projects in Baghdad are aimed at improving
municipal water services and reconstruction and
modification of schools. These projects include
building new sewer lines, repairing water treat-
ment plants, and constructing new elementary
schools.”*

The PRTs play a coordinating role between
the Gulf Region Division (GRD) and the local
Iraqi officials who make up the PRDC in each
province. Operated by Iraqi officials and advised
by PRT members, PRDCs help local govern-
ments to achieve key reconstruction objec-
tives. Provincial and local Iraqi PRDC officials,
assisted by PRTSs, select and prioritize projects,
which are then approved at the national level.
GRD facilitates PRDC project requests with U.S.
funding sources. For the status of ESF funds
used for PRDC projects, see the discussion of
the Economic Support Fund in Section 2a of this
Report.

As an example, this quarter, the Baghdad
PRDC has focused on the improvement of essen-
tial services (awarding 42 construction projects).
Major Baghdad PRDC projects include renova-
tion of the Baghdad City water network and
school construction (the Al Manama Elementary
School was built for $796,000). PRT/PRDC proj-
ects are also underway in Iraq’s other provinces.
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Table 2.27 shows the major PRT/PRDC proj-
ects across Iraq. As the table shows, the largest
projects target electricity, water and sanitation,
and health care needs.

POLITICAL RECONCILIATION

The salutary effects of local reconciliation efforts
have been widely reported. In the provinces,
PRTs, working with associated military com-

manders, have reinforced the “Awakening
Movement” and the Concerned Local Citizen
(CLC) groups. The advance in this relationship
has improved security conditions in certain
provinces.

One of the immediate results of increased
stability has been progress toward reconnecting
provincial governments to their populations.”

PRT/PRDC PROJECTS WITH HIGHEST TOTAL COST BY PROVINCE (S miLions)

PROJECT PROVINCE TotAL CosT
Provide and Install 132-kV Power Cable Feeder Phase 1 Basrah $16.0
Musayib Maternity Hospital Babylon $8.9
Ba‘'quba Landfill Diyala $8.2
Missan Surgical Hospital, Phase 1 Missan $6.5
Renovate Haditha General Hospital Anbar $5.2
Kirkuk Master Plan Tameem $5.2
Sommer 33/11 Substation and 33-kV Underground Feeder Ninewa $4.2
Reconstruction of Zharawa Bridge (flood) Erbil $4.1
Al-Sarray Electrical Network Qadissiya $4.1
Water Network Rehabilitation Kerbala $3.1
Maintain Road Wassit $3.1
Equipment for Primary Healthcare Clinics Baghdad $2.5
Infrastructure for Najaf International Airport Phase 1 Najaf $2.3
Muthanna 33-kV Underground Cable Muthanna $2.2
Malta and Zerka 100-meter Road Dahuk $1.5
Tuz Power Network Refurbishment Phase 1 Salah al-Din $1.5
Nassriya 33-kV Power Line Thi-Qar $1.4
Construction of Water Network, Said Sadq Sulaymaniyah $1.2

Source: ITAO, Essential Indicators Report, December 4, 2007 and January 8, 2008.

Note: Numbers are affected by rounding.

TABLE 2.27
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Economic development across Iraq is pro-
gressing, albeit slowly. The International Mon-
etary Fund (IMF) recently reported that, despite
progress from the surge, the security situation
continues to hamper economic recovery.?°

The consistent delivery of essential services to
residential and commercial consumers is critical
to revitalizing the Iraqi economy, and the GOI
thus has prioritized improving essential services
in 2008.

U.S. programs to support Iraq’s economic
development are funded by the IRRF, ESF,
CERP, and Iraq Freedom Fund (IFF). As of
January 3, 2008, DoS reports that 111,992 Iraqis
are employed through these programs. These
funds have supported efforts to strengthen Iraq’s
Figure 2.24
EXCHANGE RATE AND OVERALL INFLATION RATE
Source: Central Bank of Iraq, “Key Financial Indicators” (1/2/2008)

1,500

energy-related economic sectors, deliver essen-
tial services, and promote economic growth by
stimulating the manufacturing, agriculture, and
banking industries. CERP funds also have sup-
ported small business development and micro-
finance projects at the local level.

Economic Indicators

Iraq’s fiscal outlook received a boost this quarter
from higher crude oil prices and record high oil
production.

The relative control of inflation is a promising
economic indicator, stemming from the suc-
cessful appreciation of the dinar by the Central
Bank of Iraq (CBI), backed by higher interest
rates.””” Figure 2.24 shows the movement of the
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CONSUMER PRICE INDEX (% chance)

Foop ToBAcco & HOUSEHOLD FUEL & TRANSPORTATION & &MNTEEI)?IC':\E MISCELLANEOUS

ITEMS DRINKS  CLOTHING Goops ELECTRICITY COMMUNICATIONS SERVICES  GOODS & SERVICES RENT
Dec 2004 2.1% -17.4% -8.9% -6.5% 11.3% 17.7% 9.7% 14.5% 90.7%
Dec 2005 25.8% 12.8% 19.1% 14.8% 38.6% 69.7% 16.1% 325%  32.6%
Dec 2006 36.2% 18.7% 17% 14.9% 262.0% 73.7% 22% 332% 31.5%
Jun 2007 14.5% 0.08% 11.6% 8% 188.5% 31% 16.7% 274%  22.4%

Source: IMF: Statistical Appendix, August 2007, p. 7.

TABLE 2.28

exchange rate and year-on-year inflation (mea-
sured by the change in consumer price index) as
measured by the CBL

Pricing of essential consumer goods has
varied widely since 2004, although the costs of
fuel and electricity continue to climb steadily.
Table 2.28 tracks the changing cost of key con-
sumer goods from December 2004 to June 2007.

The GOI progressed in managing its debt
this quarter, completing the early repayment of
its entire remaining debt to the IMF—$470.5
million.”® The IMF approved a successor Stand-
by Arrangement (SBA) of approximately $744
million to support Iraq’s economic program
through March 2009.%

The main objective of the new SBA is to
maintain macroeconomic stability, facilitate
higher investment in the oil sector, and continue
the key economic reforms the GOI initiated
under the previous SBA. Necessary reforms
include:*°
o strengthening public financial management

and the accounting framework at the CBI
o restructuring of the Rafidain and Rasheed

banks
 achieving an equitable distribution of rev-
enues from the oil sector through passage
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of pending hydrocarbon legislation

GDP growth will increase from higher oil
production and prices. Increased revenues will
permit private and public-sector investment to
grow in less volatile regions. The CBI stated that
the most important factors in raising Iraq’s stan-
dard of living are increasing oil production and
raising exports to 3.5 million barrrels per day
(MBPD)*! (a level well above the current average
of 1.941 MBPD).22

Iraq’s primary economic indicators show that:

o Unemployment is reported at 17% and
underemployment 38%.7** The Ministry of
Labor and Social Affairs estimates that the
number of unemployed Iragis is now at 1.2
million, but other estimates are twice that
number.”*

o The consumer price inflation rate (year-on-
year) decreased from 34% in September
2007 to 15% in November 2007, its lowest
rate since hitting a high of 76% in August
0f 2006.* The CBI has instituted several
interest rate increases that have helped
control price growth, leading to the recent
stabilization of inflation.

o Asof January 3, 2008, the exchange rate
was 1,215 dinars to the dollar, up margin-



ally from last quarter.”** The CBI intends

to maintain its present exchange rate and
monetary policy stance as a means of
encouraging Iraqis to use dinars rather than
U.S. dollars and to further stabilize core

inflation.?””

U.S.-funded Economic Capacity
Development in Iraq

The United States funds economic capacity-
building programs related to the banking and
finance sectors in Iraq. This quarter SIGIR
highlights two of these programs: the electronic
funds transfer (EFT) system and U.S. advisory
support provided to the Iraq Stock Exchange.

ELECTRONIC FUNDS TRANSFER

SIGIR noted last quarter that Iraq finally acti-
vated an electronic funds transfer (EFT) system.
The United States continues to fund efforts

to boost Iraq’s EFT capabilities in an effort to
strengthen Iraq’s banking system. Current policy
mandates that vendors with contracts valued at
greater than $50,000 in the Baghdad area must
receive payment via EFT.

This quarter, EFT payments represent
approximately 25% of the total payment for
contracts awarded in the Baghdad area.”® As of
December 26, 2007, 18 banks were connected to
the EFT system, and 9 more are preparing for
connection. The long-term goal is to bring 39
banks online over the next 18 months.

ECONOMIC DEVELOPMENT

IRAQ STOCK EXCHANGE

The automation of the Iraq Stock Exchange

is estimated to be ready by the end of the first
quarter in 2008. Domestic and foreign equity
transactions will be conducted via the new
electronic trading system.” The Iraq Securities
Commission is functioning and providing over-
sight of the Iraq Stock Exchange. Further, the
rules and regulations that support the new draft
Iraq Securities Law are 80% complete and should
be finalized by the end of this quarter. The Iraq
Securities Law will be proposed in the Council of
Representatives during the first quarter of 2008.

Strengthening Industry in the
Non-energy Sectors

Iraq’s oil industry accounts for approximately
65% of the GDP and 84% of the national
budget.** But the GOI is working to improve the
economic impact of Iraq’s agriculture, manufac-
turing, and banking industries as well as trans-
portation and communications. In this section,
SIGIR updates the progress of U.S. programs
that support that development. For a discussion
of progress in the oil sector, see the discussion in
Services later in this Report.

AGRICULTURE

Agriculture contributes about 10% of Iraq’s GDP
and employs about 25% of Iraq’s workforce.?*!
Through 2006, USAID programs funded by the
IRRF supported the Agriculture Reconstruc-

tion and Development for Iraq (ARDI) program,
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which was completed in December 2006. The
Inma Agribusiness Program provides U.S. sup-
port to the GOI in developing provincial-level
agronomic systems to promote agribusiness and
the processing of agricultural products. Inma

is funded from ESF dollars and focuses specifi-
cally on boosting Iraq’s tree crop, horticulture,
and livestock industries.?** Additionally, Inma
provides short-term, quick impact projects to
support PRT activities.

The Provincial Economic Growth (PEG) pro-
gram is a follow-on effort to the Izdihar private-
development project, funded originally from
the IRRF and now through the ESF. The Izdihar
program focused on private-sector development
through investment promotion, trade policy,
business management services, and enterprise
development.

U.S.-funded programs in the agriculture
sector are shifting from short-term to long-term
development programs. U.S. agricultural advi-
sors are part of the PRTs working across Iraq.
One agriculture project in the Al-Taji Nahia area,
17 miles northwest of Baghdad, is helping Iraq’s
farmers to plant their first crop in four years.
PRT officials are also working with local farmers
to establish markets, rebuild livestock feed mills,
construct slaughterhouses, plant crops, and train
veterinarians.

MANUFACTURING

Iraq’s manufacturing industry accounts for
approximately 2% of Iraq’s GDP.*** Last quarter,
SIGIR noted that 175 state-owned enterprises
(SOEs) are now operational—still beneath the
240 operating before the war. Of the SOEs that
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are currently operational, the majority are oper-
ating at less than 30% of capacity.***
Since July 2007, the Task Force to Improve
Business and Stability Operations (TF-BSO)
has been working to restart major industrial
operations at selected factories in Iraq. DoD’s
TF-BSO focuses on restarting idle public and
private industrial enterprises by developing these
market opportunities:**®
 Direct the contracting for portions of U.S.
and Coalition materials to Iragi-supplied
products.
o Reestablish intra-Iraqi and regional
demand.
o Reestablish global supply relationships with
U.S. and international industry.

TF-BSO was allocated $50 million from the
IFF. As of this quarter, TF-BSO had obligated
$37.8 million.?*® Since December 25, 2007, 17
factories have restarted production operations,
providing employment to approximately 5,000
Iraqis. TF-BSO estimates that an additional 30
factories will come online by March 2008.2
These factories produce clothing and trac-
tors and perform various types of mechanical
assembly.

TF-BSO is also assisting JCC-I/A with its
contracting and procurement systems, enabling
it to direct, on average, more than $200 million
per month of regional DoD spending to at least
5,000 Iraq businesses.?*® TE-BSO is also working
with the Iraqgis to develop a list of procurement
priorities for the ministries to execute.

The strategic plan for TF-BSO is being
implemented two phases. In the first, which



has recently been completed, the state of the
SOEs was evaluated. In Phase I, the TF-BSO is
developing business plans with the Iraqi entre-
preneurs.

BANKING

The CBI is operating an inter-bank market, has
introduced a basic lending rate and minimum
reserve requirements, and holds a daily currency
auction and a government securities market
to manage liquidity more effectively.?* Iraq
has 22 private banks and 7 state-owned banks.
State-owned banks account for 90% of the total
banking operations in Iraq.>

The U.S. Treasury provides banking advice
on the financial and operational re-structure
of the two major state-owned banks, Rafidain
and Rasheed, which hold approximately 70%
of the assets in Iraq’s banking sector. These
banks are operating under a Memorandum of
Understanding (MOU) between the Minister of
Finance and the CBI amid re-structuring that
has been directed by the World Bank and IME.
An Action Plan has been developed to support
the MOU, which mandates 46 activities.?”! The
IMF and World Bank have discussed the future
of the other state-owned banks as well—specifi-
cally the agriculture, real estate, and industrial
bank.

TRANSPORTATION AND
COMMUNICATIONS

Development and refurbishment of Iraq’s
transportation and communication systems are
important elements in the country’s economic

ECONOMIC DEVELOPMENT

progress. GRD’s Transportation and Commu-
nication program includes 35 ongoing projects.
CERP funds also support road and bridge con-
struction in Iraq.”?

Aviation

The number of non-military takeoffs and land-
ings at Irag’s airports rose to 2,486 for the week
of January 6-12, 2008.>* Construction and
renovation work continues on the Basrah Inter-
national Airport (BIA), where 6 of 11 original
projects are complete. Iraqs civil aviation is also
poised to dramatically increase commercial
flight traffic with new and renovated airports
underway in Erbil, Mosul, Sulaymaniyah, and
Najaf.

Railways
U.S.-funded projects have focused on increasing
the capacity of the Iraqi Republic Railway
(IRR) by providing tools, spare parts, and track
maintenance, and installing the Communica-
tions-based Train Control System (CBTC) and
the Digital Microwave Radio Communication
Network (DMRCN). Last quarter, SIGIR noted
that security issues have continued to hamper
operations of the IRR, particularly on the route
from Falluja to Ramadi, where repair crews and
train movements have been interrupted. In addi-
tion, Iraq continues to investigate rail transpor-
tation as a mechanism for transporting fuel to
regional power plants.

This quarter, the Baghdad-Basrah rail line
operated commercial traffic for the first time
in the post-war period. This important rail link
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connects Irag’s two largest cities as well as pro-
vides Baghdad an efficient land transportation
mode to port access at Umm Qasr, in nearby
Basrah.

Roads and Bridges

Since 2003, the U.S. reconstruction effort has
funded repairs of more than 1,000 roads and
bridges in Iraq. GRD reports this quarter that it
has completed 1,047 village road projects, and an
additional 88 village road projects are ongoing.
In Diwaniya, GRD began the process of turning
over the main roads to the GOI by forwarding a
letter to the Ministry of Housing and Construc-
tion for signature.

Prior to 2007, the IRRF funded a majority of
the road and bridge projects in Iraq. Many of
the ongoing road and bridge projects are now
proposed at the local level through PRDCs and
PRTs and are funded by the CERP. As of this
quarter, CERP funds have supported 686 road
and 91 bridge projects, obligating $90 million for
roads and $6 million for bridges.”**

Shipping and Ports

The Nelcon Crane Project is the last major
project associated with the refurbishment at the
Port of Umm Qasr. GRD reports that the project
is 98% complete.”
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Economic and job development in Iraq is progressing with significant U.S. support for small
business programs and local micro-finance projects.

Communications

Approximately 10 million people in Iraq have
access to cellular phone service. In addition, 22
GOI ministries have wireless broadband access.
ITAQ reported that Irag’s telecom industry

was entering “a period of instability” because
Orascom Telecom, of Egypt, announced that
its joint venture with an Iragi Kurdish mobile
operator had been dissolved. Orascom sold its
mobile network in Iraq to Zain Group of Kuwait
for $1.2 billion. This merger makes Zain Group
Iraqs largest mobile operator, with approxi-
mately 7 million subscribers.?*

The Ministry of Communications has not yet
accepted transfer of the Wireless Broadband
Network, part of the Iraqi Telecommunications
System project, which is now complete.” The
Minister of Communications effectively resigned
his position in November 2007. Since then,
the ministry has been managed by an acting
minister who performs only basic administra-
tive functions, which has further delayed the
network’s transfer.>® A number of companies
have expressed interest in running the network.
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REFUGEES, IDPs, AND HUMAN RIGHTS

The International Organization for Migration
(IOM) has found that although violence and the
rate of Iraqi displacement have decreased, Iraq
continues to face a humanitarian crisis.”® More
than 4.6 million Iragis have been displaced,
according to the United Nations High Commis-
sioner for Refugees (UNHCR).%®

More than 2.2 million Iraqis have become
refugees. An additional 2.4 million have become
internally displaced persons (IDPs), forced to
leave their homes but remaining within Iraqg—an
increase of 200,000 people since last quarter.'
Table 2.29 shows the increase of displaced Iraqis
since the invasion in 2003. In response to the
increasing number of displaced Iraqis, UNHCR

NUMBER OF IRAQIS DISPLACED—
REFUGEES AND IDPs

2003-
BEFORE 2003 NOVEMBER 2007
Displaced Iragis 1.2 million 3.4 million

Source: UNHCR, “Iraq: UNHCR Cautious about Returns,”
November 23, 2007.

TABLE 2.29

has issued an appeal for $261 million to provide
protection and assistance to Iraqi refugees, IDPs,
returnees (Iraqi refugees returning to Iraq), and
refugees from other countries who are living in
Iraq.** For more information about the UNHCR
appeal, see the discussion of International Sup-
port for Iraq Reconstruction in Section 2d.

Refugee Update

Jordan and Syria have the largest populations of
Iraqi refugees. Syria reports sheltering 1.5 mil-
lion Iragis,?” and Jordan, 500,000-750,000.%
The influx of Iraqi refugees has put substantial
strain on the infrastructures and economies of
both nations, especially in education, housing,
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Figure 2.25

MOVEMENT OF IRAQI REFUGEES
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a. UNHCR, "Iraqi Refugees: Fresh Research Studies," December 14, 2007.

b. UNHCR, "Global Appeal 2008-2009," December 1, 2007.

c. UNHCR, "Iraq: UNHCR Cautious About Returns,” November 23, 2007.

d. CIA, The World Factbook, Iraq population estimate: 27,499,638 as of July 2007.

Data changes may be indicative of Iraqi returnees, but are also compiled from several new sources.
All numbers are estimates.
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and health care. Both Syria and Jordan have
recently implemented visa restrictions for Iraqis.
This quarter also saw an increase in refugees in
Iran (up from 57,000 to 99,000) and Lebanon (up
from 40,000 to 50,000).%° Figure 2.25 shows the
number of refugees currently living in neigh-
boring countries.

RETURNEES AND REFUGEE
RESETTLEMENT

UNHCR has stated that it does not encourage
Iraqi refugees to return to their country at this
time because of the current lack of general neces-
sities, including drinking water, food, shelter,
health services, education, access to land, and
employment.**¢ Although UNHCR does not
promote returns, both UNHCR*” and IOM
report that some refugees have begun to return
to their homes.

Reports on the number of Iraqi refugees in
Turkey and Egypt have dropped significantly in
the past quarter. The number of Iraqi refugees in
Turkey has dropped to 4,000*® from 10,000;>%°
Egypt, from 80,000 to almost 20,000.*"*
Nevertheless, UNHCR has not yet been able
to determine exactly how many refugees have
returned to Iraq. Reports of the number of refu-
gees returning range from 25,000 (according to
Iragi Red Crescent Society) to 97,000 (according
to Iraqi border authorities).””

Although the return of Iraqis can be credited
to improved security in provinces like Anbar,
refugees are also returning for a number of other
reasons:*”

o They cannot obtain health care, education,
and other services in other nations.

<

o They lack the financial resources to remain
abroad.

o Neighboring countries have imposed
restrictive visa requirements that prevent
them from staying.

On December 4, 2007, the UN Assistance
Mission for Iraq (UNAMI)—in association with
the Iraqi Ministry of Displacement and Migra-
tion (MoDM)—Ilaunched a Rapid Response Plan.
The plan is currently funded by a UN contri-
bution of $11 million. UNAMI has stated that
although the UN does not encourage Iraqis to
return home, it will aid the GOI in meeting the
needs of Iraqi returnees. The plan will provide
approximately 30,000 Iraqis with an “immediate
relief package.”

In 2007, UNHCR sent 20,472 Iraqi refugee
referrals to 16 countries, exceeding its goal by
472 referrals. However, as of December 1, 2007,
only 4,575 Iraqis have actually been resettled,
shown by country in Table 2.30.2”

IRAQI REFUGEE RESETTLEMENT COUNTRIES

Country RESETTI\:.EQA IBRE:QCI)SF
United States 2,376
Canada 747
Sweden 745
Australia 456
The Netherlands 122
Other 129
Total 4,575

Source: UNHCR, “UNHCR Meets 2007 Resettlement
Referral Target for Iragi Refugees,” December 12, 2007.

TABLE 2.30
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2

According to the U.S. Bureau of Population,
Refugees, and Migration, the United States has
no quota limiting the number of Iraqis who can
be resettled in the United States as refugees.””
However, of the 10,000 cases that UNHCR has
referred to the United States,”” only 2,376 have
been resettled. UNHCR estimates that 80,000-
100,000 vulnerable Iraqi refugees should still be
referred for resettlement. UNHCR plans to refer
25,000 Iragis refugees for resettlement in 2008.2

SERVICES FOR REFUGEES

On December 16, 2007, UNHCR began to issue
ATM cards to 7,000 Iragi refugee families,
delivering financial assistance of $100-$200 per
month, per family. UNHCR reports that it will
give the ATM cards to the “most needy and

vulnerable?” Iraqi refugee families.”2*

Internally Displaced Persons
At the end of November 2007, more than 2.4
million Iragis were displaced within their own
country. Almost half of these people have been
displaced since February 2006 when the first
major bombing in Samarra took place.*®

Better access to registration facilities for IDPs
is one of the reasons for the higher reported
displacement, according to UNHCR. Another
reason is the recent closing of the Syrian border
to refugees, which has forced more Iraqis to
move within the country. UNHCR also reports
that a growing number of Iraqis are experiencing
a second displacement because 11 of 18 prov-
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inces have placed IDP restrictions on their bor-
ders. These limitations are enforced to address
security concerns, political considerations, and
capacity of sustainable populations.?

Nearly 70% of displaced Iragis list Baghdad as

283

their place of origin,* and they have been dis-

placed mainly within the Baghdad province.?*

SERVICES FOR DISPLACED IRAQIS
According to IOM, 93% of IDPs in Baghdad
currently receive water from underground
municipal pipes, and 86% had regular access to
water.?®> Table 2.31 provides an update on condi-
tions for IDPs in each province.

IDP ACCESS TO PUBLIC
DISTRIBUTION SYSTEM FOOD
RATIONS
Food rations for Iraqis are available only in
areas that have a functioning public distribution
system (PDS). Some IDPs in both the northern
and southern provinces of Iraq were not per-
mitted to register for public food distributions,
and some registered IDPs have reportedly failed
to receive rations because of delays in transfer-
ring PDS ration cards.?® Northern provinces
report the highest percentages of IDPs with
limited or no access to PDS food rations due, in
part, to security conditions on roads used for
transporting the food.?

Further compounding the shortfall of the
PDS ration program, the Trade Minister plans to
reduce the quantities of some items provided in
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IDP ACCESS TO SERVICES

PROVINCE

HIGHLIGHTS

ANBAR

* Anbar has no official IDP restrictions.
e The largest number of Sunni IDPs reside in Anbar.
® The majority (64%) of IDPs in Anbar came from Baghdad.

BABYLON

¢ IDP entry into Babylon was restricted until September 2007, but restrictions have been lifted on the
recommendation of the Prime Minister.
¢ IOM reports high unemployment and a heavily damaged economy in Babylon.

BAGHDAD

* The majority (80%) of IDPs in Baghdad came from within the province.
¢ IDP movement is limited.
* Baghdad reports the highest number of post-February 2006 IDPs.

BASRAH

e Over 87% of IDPs in Basrah intend to stay there.
e Almost all (97%) IDPs in Basrah report access to medicine.
¢ IDP children are permitted to enroll in school for 2007-2008.

DAHUK

¢ IDPs must be “sponsored” in order to enter Dahuk and are not permitted to bring furniture into the
province.
¢ |OM reports rent increases across Dahuk due to the stable security conditions.

DIYALA

® The majority (79%) of IDPs in Diyala came from within the province.
¢ |OM lists Diyala as “the most dangerous and violent governorate.”
e School attendance has been disrupted by security conditions.

ERBIL

¢ IOM reports an increased frequency of forced prostitution among IDPs in Erbil City.
e Almost 90% of IDPs in Erbil intend to return to their place of origin.

KERBALA

* Movement and entry into Kerbala are heavily restricted, especially within Kerbala City.
e A large number of IDPs in Kerbala were displaced prior to 2003.

MISSAN

* IDP students are permitted to register for school in Missan—more than 4,000 have reportedly regis-
tered with the Education Directorate.
* IOM reports that Missan is considered one of the poorest provinces in Iraq.

MUTHANNA

¢ Nearly one-third of assessed IDPs in Muthanna reportedly drink non-potable water from rivers, streams,
or lakes.
¢ |OM reports that Muthanna is a rural province with limited economic growth potential.

NAJAF

e Entry into Najaf is heavily restricted.
® 95% of IDPs in Najaf intend to return to their place of origin.
* 88% of IDPs in Najaf are from Baghdad; 6% from Diyala.

NINEWA

* Almost 70% of IDPs in Ninewa have not participated in a vaccination campaign.
e Almost 75% of IDPs currently in Ninewa plan to return to their place of origin.

QADISSIYA

e Entry into this province is restricted, but some IDPs have been permitted to enter, starting in November
2007.
¢ Qadissiya is considered a desirable IDP location due to relative stability.

SALAH AL-DIN

* IDPs in Salah al-Din are permitted to register in schools, but overcrowding, shortage of supplies, and
closures limit educational facilities.

SULAYMANIYAH

® 64% of IDPs in Sulaymaniyah come from Diyala; 28% from Baghdad.
* An estimated 600,000 IDPs entered Sulaymaniyah prior to 2006.

TAMEEM/KIRKUK

¢ IDP entry and registration are heavily restricted in Tameem/Kirkuk.
* Almost 80% of IDPs in this province intend to return to their place of origin.

e Except for Nassriya City, all districts rely on agriculture, but because the marshes were drained by the

THI-QAR former regime, economic growth is limited.
¢ Thi-Qar is one of four provinces with almost complete IDP access to health care.
o . . .
WASSIT ® Only 22% of IDPs in Wassit report access to medication.

* IOM assessments found Wassit and Missan had the most infectious diseases of all provinces.

Source: IOM, /IOM Governorate Profiles, December 2007.

TABLE 2.31
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2

the PDS benefits basket, such as wheat, rice, tea,
and dried milk. Rising commodities and ship-
ping prices have significantly increased the costs
of the PDS: wheat prices, for example, nearly
doubled between December 2006 and December
2007. Despite the increased costs of products,
the current draft budget assumes that 2008 PDS
funding will be the same as 2007.%® According
to UNAMI and the World Food Programme
(WFP), more than eight million Iraqis depend
on PDS food rations.*

On January 3, 2008, the WFP announced an
emergency operation that will provide $126 mil-
lion in food packages. The program will benefit
750,000 Iraqis displaced within Iraq, many of
whom are unable to access monthly PDS food
rations. The WFP operation will also provide
food to 150,000 Iragis in Syria, and it has set a
goal to reach 360,000 Iraqi refugees by the end of
2008.%°
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Human Rights

According to DoS, $14.9 million has been
obligated for Human Rights.”" This includes an
increase of $625,000, which was reprogrammed
from potable water projects. This money will
be used for the Iraq History Project, organized
by the International Human Rights Law Insti-
tute.”? The Iraq History Project aims to collect
and analyze the personal narratives of victims
of human rights violations. Between 2,000 and
3,000 narratives will be collected.””

DoS also reports working with the Iraqi
Ministry of Human Rights to develop a project
proposal for work with the Iraqi Regime Crime
Liaison Office, featuring programs on:**

o public awareness

o family outreach

o surviving family member blood collection
« bone sample profiling



SERVICES

Iraq achieved a record high output in oil produc-
tion this quarter. Electricity production was
down from last quarter due to maintenance
issues. And there was progress toward meeting
output goals in the water sector.

As of January 2, 2008, the United States has
completed projects in the oil, electricity, water,
health care, and education sectors valued at
more than $8.6 billion. For an overview of U.S.
projects, including the average project cost for
each sector, see Figure 2.26.

Electricity
The United States has obligated $4.878 billion
and expended $4.275 billion in this sector.?

PRODUCTION

Electricity production declined this quarter from
the record levels reached in September and early
October 2007.

The MOE conducted scheduled seasonal
maintenance, resulting in a reduction in
megawatts (MW) available on the grid.**

From October through December 2007, actual
production averaged 4,380 MW per day.” This
figure includes imported electricity numbers
that averaged 259 MW daily for this period.?*®
Average production level was below last quarter’s
daily average of 4,550 MW?* but above the

SERVICES

‘%ﬁa@

quarterly average of 3,746 MW for the same
period in 2006.* DoD attributed the increase
in electricity production from the same quarter

in 2006 to several factors, including 21 new and

Figure 2.26

COMPLETED PROJECTS IN SERVICES SECTORS
$ Millions, Number of Projects

Source: IRMS, ITAO Rollup (1/2/2008);

USAID, Activities Report (1/11/2008)
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rehabilitated power generation projects—with

the potential to add about 3,300 MW of capacity

upon completion in two years.*”!

Figure 2.27 shows the average production,
demand, and pre-war production level for Iraq’s
electricity sector. This quarter’s average Iraqi
production, excluding imports, is above the
average pre-war production level.**?

Megawatt-hours (MWh),*® which measure
electricity output over time, also decreased
from last quarter’s record output levels, but the
level remains above the average from the same
time last year. Average daily load served for this
quarter was 105,120 MWh,*** compared to last
year’s first quarterly average of 90,614 MWh.**®
Production this quarter approached the U.S. goal
of 110,000 MWh.*¢

Figure 2.28 compares this quarter’s metrics
for electricity with the same quarter last year.
Reasons for increased electricity production over
the past few quarters include:*””

« U.S.-funded and managed O&M programs
are yielding an additional 20% of output
through operational efficiencies.

o Overhauled Iraqi generation and U.S.-fund-
ed rehabilitated units have come online,
including Doura Units 5 & 6 (180 MW),
inspected by SIGIR in summer 2007.
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ELECTRICITY

o The military surge has suppressed attacks
on infrastructure and repair teams.

Supplying Electricity Outside the Grid

This quarter, estimated demand levels continued
to exceed electricity supply. Between 30,000 to
50,000 private generators in Iraq, providing from
2,000 to 4,500 MW of power outside the grid,
help meet excess demand.*”® The MOE’s Master
Plan estimates that supply will eventually match
demand for electricity by 2009.%%

The expanded use of private generation
capacity is discouraged because the large MOE-
operated generation units have better efficiency
than smaller, private units.*' In addition, these
smaller units tend to reduce the amount of avail-
able fuel for the MOE’s power stations. The Iraqi
national grid supplies roughly 50% of the esti-
mated demand in Baghdad and 67% of demand
in the outlying areas.’" Recent photos of Bagh-
dad at night support the estimate that about 25%
of demand is supplied by private generators and
non-grid neighborhood power supplied by local
entrepreneurs.®? U.S.-funded PRTs and PRDC
programs, as well as CERP projects, have also
increased private power generation.*?



ELECTRICITY

Figure 2.27

IRAQ ELECTRICITY — AVERAGE MONTHLY PRODUCTION

Megawatts
Sources: IMF, “Iraq: Statistical Appendix” August 2007; ITAO, IRMO Electric Daily Units Performance Report (1/1/2007 — 9/30/2007);

ITAO, Essential Indicators Report (10/1/2007 — 12/11/2007)
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1.The pre-war level (4,075 MW) is an average of monthly IMF data on Iraq’s electricity production for March 2002 through March 2003.

2.The IMF Statistical Appendix reported average monthly production through 2006; 2007 data points were compiled from the ITAO, IRMO Electric
Daily Units Performance Report.

3. Data in this graphic excludes imports.

Figure 2.28

KEY METRICS FOR IRAQ’S ELECTRICITY SECTOR
COMPARISON OF 4TH QUARTER AVERAGES 2006 — 2007 (vesawarrs)

METRIC STATUS HIGHLIGHTS

10,000 —

The average daily feasible capacity
this quarter was nearly 9,530 MW, an
11% increase compared to the same
Oct - Dec Oct - Dec quarter last year.

2006 2007

AVERAGE OF STATION
CAPACITY 0

300
Iraq imported an average of 259 MW
per day this quarter, an 8% decrease
compared to the same quarter last
Oct - Dec Oct - Dec year.

2006 2007

AVERAGE IMPORTED
ELECTRICITY PER DAY 0

5,000 —
The average daily Iragi production of
electricity this quarter was 4,121 MW,
a 19% increase compared to the same
Oct - Dec Oct - Dec quarter last year.

2006 2007

AVERAGE ACTUAL IRAQI
PRODUCTION PER DAY

Sources: ITAO, IRMO Electric Daily Units Performance Report (10/1/2006 — 12/31/2006,
10/1/2007 - 12/31/2007).
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GENERATION CAPACITY

As facilities shut down for seasonal maintenance,
the levels of production will inevitably vary.*
Figure 2.29 demonstrates the general difference
between capacity and actual production; this
figure provides a snapshot for the last day of this
quarter, December 31, 2007.

Since 2004, the United States “has installed
or rehabilitated nearly 2,500 MW?'* of ‘new’
power.”*'¢ This number was measured by
adding all the feasible capacity numbers asso-
ciated with the units installed or rehabilitated
by the United States.

GENERATION FACILITIES

Construction of new generation facilities con-
tinues to add to the total MW capacity of power
for the system. This quarter, work resumed on

a $750 million contract for the construction of
a large thermal power generating station (1,320
MW) in southern Iraq.*” This project was
originally initiated before the onset of hostilities
in 2003. The plant is expected to take more than

five years to complete.*®

TRANSMISSION NETWORKS
Transmission networks carry the generated
power throughout the country. The U.S. goal was
to complete 43 substations (132-kV and 400-kV)
under the IRRF 2 program.* This goal has not
been reached; as of December 1, 2007, 26 substa-
tions have been completed.*?

In southern Iraq, ten 132-kV substations have
been completed and transferred to the GOL**!
Five additional 132-kV substations were to be
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completed by the end of the year, and three more
are expected for next summer. The total cost of
these eight ongoing projects is $84 million.*?

The Dahuk-Aqra 132-kV Overhead Line
project was completed on November 7, 2007.
This electricity project provides power to
approximately 25,000 people in more than 100
Kurdish villages in and around Agra by con-
necting the new Aqra substation with the Dahuk
power grid.*® The Dahuk power grid had previ-
ously been relying on an older 33-kV line as its
only source of power.

As IRRF funding winds down, ESF and
CERP funds are supporting ongoing transmis-
sion projects. This quarter, three ESF transmis-
sion projects valued at nearly $4 million and
three CERP transmission projects valued at

virtually $1 million were completed.***

Figure 2.29

SNAPSHOT OF ELECTRICITY GENERATION PERFORMANCE
Megawatts (MW)
Source: ITAO, IRMO Electric Daily Units Performance Report (12/31/2007)
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DISTRIBUTION NETWORKS

Distribution networks deliver transmitted power
to local areas, buildings, and homes. The U.S.
goal was to complete 89 substations (33/11-kV)
under the IRRF 2 program.*”® As of December

1, 2007, 74 substations had been completed.**
These substations are part of the plan devised by
GRD and the MOE to modernize Iraqg’s electrical
infrastructure.’”’

In southern Iraq, 22 of these power sub-
stations, totaling $55 million, were recently
completed. All 22 of these completed 33/11-kV
substations have been transferred to the GOL**

ONGOING CHALLENGES IN IRAQ’S ELECTRICITY SECTOR

CHALLENGE

ELECTRICITY

A distribution electricity project, 33-kV
feeders at Qaim, was completed on December
10, 2007.%* GRD selected substation sites based
on discussions with Iraqis who identified where
the infrastructure was the most vulnerable.

ESF and CERP projects also support dis-
tribution networks. Security improvements
at a substation in Kirkuk were completed this
quarter. This small ESF project (valued at nearly
$235,000) is part of the fund’s Infrastructure
Security Protection Program.* Additionally,
the CERP program completed six distribution
projects this quarter. These projects are valued at
more than $800,000.*!

UPDATE THIS QUARTER

Continued Sabotage of Electricity Infrastructure

Despite recent improvements, security remains a challenge in Iraq’s

The surge has enhanced MNF-I's capability to safely transport gas turbines,

generators, and transformers to power plants—but there are still

considerable security issues in attempts to repair overheard power lines

throughout the country.

electricity sector. An example of a recent security incident is the December 8, 2007 sabotage
of three towers and subsequent non-servicing of 400-kV lines from Baiji to

Baghdad.

Lack of Coordination between the MOE and MOO NEA-I reported that there is no technical obstacle to supplying new genera-
tion units with fuel; however, the responsibility for delivering the fuel rests
with the MOO. Despite continuing efforts to secure the ministry’s coopera-

tion, effective coordination is still lacking.

The MOE cites a lack of fuel to run power plants, and the MOO
notes a lack of electricity to power oil refineries.

ITAO reported that although natural gas is the optimal fuel for these
generators, they are designed to run on fuel other than gas. The

Many generators installed by the United States remain idle because ~ consequence is that the units do not run as efficiently and incur increased
no suitable fuel is available. Some generators are operating with less O&M costs.

than optimal fuel, minimizing production output and causing long-  NEA-I reported this quarter that more than 400 MW of generating capacity
term damage to the generator. currently are idle due to the lack of fuel.

In early December 2007, ITAO estimated that Baghdad, Erbil, and
Sulaymaniyah were the only provinces that continued to consume less
than their allocation of power from the national grid. All other provinces
consumed more than 100% of their power allocations, and even those
provinces consuming more than their allocations received less power than
was necessary to meet demand.

Fuel Shortages

Reluctance of Provinces To Share Electricity

Provinces producing more electricity than can be consumed are
reluctant to share electricity with other regions on the grid.

Sources: ITAO, IRMO Electric Daily Units Performance Report, December 8, 2007; GRD, response to SIGIR data call, January 4, 2008; NEA-I,
response to SIGIR data call, January 11, 2008; ITAO, response to SIGIR data call, January 4, 2008; ITAO, Essential Indicators Report, December 11,
2007; SIGIR, Quarterly Report to the United States Congress, October 30, 2007.

TABLE 2.32
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CHALLENGES IN THE

ELECTRICITY SECTOR

Notwithstanding improvements in security
noted this quarter, attacks on Iraqs critical
essential services infrastructure remain an
ongoing challenge. Table 2.32 summarizes
several ongoing challenges impeding production
and repair efforts in Iraq’s electricity sector.

Focus on Improving Operations and

Maintenance (O&M)

The sustainment of U.S. projects by the MOE

continues to present challenges in the electricity

sector. The five biggest challenges to sustaining

U.S. projects are:**

o MOE implementation of a Maintenance
Management Program

o MOE adherence to outage planning and
scheduling to assure proper maintenance

o transition of acquisition of parts and mate-
rials to MOE

o transition to MOE responsibility for perfor-
mance of outage work

o MOE appropriation of funds to support
performance of work and acquisition of
parts and materials
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ELECTRICITY

O&M sustainment in the electricity sector
“has improved steadily with MOE personnel
assuming more responsibility in the perfor-
mance of inspections and repairs of equipment
previously included in USG subcontractor
SOWs.”3

Higher output levels in 2007 are “the most
telling indicator” that O&M sustainment has
improved.®* The reduction in instances of
unplanned MW outage in 2007 compared to
2006 also tends to indicate that there have been
improvements in the O&M program. This trend
in both production and unplanned outage shows
that the plants are running more efficiently, at
higher output levels and increased availability.”
Figure 2.30 compares the unplanned outages for

Figure 2.30

UNPLANNED OUTAGE COMPARISON

Megawatts (MW)

Sources: ITAO, IRMO Electric Daily Units Performance Report
(10/1/2006 — 12/31/2006, 10/1/2007 - 12/31/2007)
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OIL AND GAS

o=

Figure 2.31

CRUDE OIL PRODUCTION BY REGION
Millions of Barrels per Day (MBPD)
Source: ITAO, Monthly Import, Production and Export (January 2008)
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Note: In January 2007, the Ministry of Oil changed its goal from 2.5 MBPD to 2.1 MBPD because the Al Basrah Oil Terminal was shut down for maintenance and upgrading
the meters. The 2.1 MBPD number is the GOI's annual average worked out with the IMF. The 2.5 MBPD goal was established in 2004 after conversations between GRD and
the Ministry of Oil. (NEA-I, responses to SIGIR data calls, October 22, 2007, and January 7, 2008.)

this region reached its highest level since the
start of the war, averaging 0.492 MBPD (up over
123% from the same period in 2006). Figure 2.32
provides an update of metrics for Iraq’s oil sector.

the fourth quarter of 2006 and 2007.

Oil and Gas

Through the IRRF 1, IRRF 2, ESF, and CERP,
the United States obligated $1.808 billion and

expended $1.739 billion in this sector.**

EXPORTS

Exports averaged 1.941 MBPD this quarter,
virtually matching last quarter’s post-war high,
and 31% higher than the quarterly average for
the same time in 2006.7*

PRODUCTION

Iraqi oil production hit a post-war record this

past quarter, averaging 2.383 MBPD.**” Figure
2.31 shows oil production output versus goals

since the start of the war.
This record production was tied to increases
in output in northern Iraq. Production from

Iraqi exports through the Ceyhan pipeline,
averaging 0.360 MBPD,** were the highest for
any quarter in the post-war period.** Increased
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Figure 2.32

OIL AND GAS

O1L AND GAS METRIC UPDATES
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OIL PRODUCTION - 2.54 MBPD. The overall trend in production during 2007 is up, except for periodic
- setbacks, mainly caused by attacks on oil installations.
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Ef:ls'&o FuEL: - At this time last year, refined fuel production was the lowest of any winter since the U.S.-
0 led invasion in 2003. This quarter, refined fuel levels improved slightly from that low.
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The daily averages for the last week of this quarter (December 24-31, 2007) showed that
Irag’s production of diesel met only 36% of the targeted levels; kerosene, 34%; gasoline,
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Sources: ITAO, Monthly Import, Production, and Export Spreadsheet, December 31, 2007; ITAO, Essential Indicators Report, December 11, 2007; DoS, Iraq
Weekly Status, January 3, 2008, p.17; SIGIR, Quarterly and Semiannual Report to the United States Congress, January 30, 2007, p. 46.

Notes:

1. SPLY denotes Same Period Last Year. MBPD denotes Million Barrels per Day. ML denotes Million Liters. MT denotes Metric Tons.
2. Numbers are affected by rounding.
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Exports through the Al Basrah Oil Terminal remained relatively steady in 2007.

security, more effective repair efforts, and added
redundancy have increased export capabilities
from the northern pipeline system.**! Figure 2.33
shows the exports through the Ceyhan pipeline
for 2006 and 2007.

Exports from the Al Basrah Oil Terminal
(ABOT) in southern Iraq remained relatively
steady last year, with the 2007 average increasing
by 3% from 2006.**2 Figure 2.34 shows the
export levels for the ABOT for 2006 and 2007.

Price for Crude Oil

Due to sustained high oil prices and record oil
production and exports, annual revenue from
exports exceeded government targets for 2007.>**
Crude oil prices (OPEC countries spot price)
rose from just under $77 per barrel at the end of
September to around $93 per barrel in the begin-
ning of the new year.>** Figure 2.35 compares
Iraq’s production, export levels, and average
world market crude oil prices since June 2003.

REFINING

Iraq lacks the domestic refining infrastructure
to supply its population with refined fuels such
as gasoline, kerosene, and diesel. Moreover,
current storage levels of refined fuels are insuf-
ficient to meet the estimated winter demand.**
The United States and the GOI have thus taken

OIL AND GAS
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some steps to increase supply, planning to install
two 70,000-barrel/day refining units at the
Doura Refinery.** This multi-year project could
increase daily refinery production by 156%.%*

U.S. SUPPORT TO PROTECT IRAQ’S
OIL INFRASTRUCTURE

The ESF-funded Infrastructure Security Pro-
tection (ISP) Program provided $110 million
for oil pipeline exclusion zones (PEZ) to prevent
the illegal tapping and attacks on pipelines.**®
Oil interdictions are down since the PEZ project
began.

Oil PEZ projects are underway from Baiji
to Kirkuk, Baghdad to Kerbala, and Baiji to
Baghdad.** When completed next spring, the
80-kilometer PEZ from Kirkuk to the Baiji oil
refinery will potentially save the GOI more than
$30 million per day and ensure the delivery of
700,000 barrels/day to the market.** This PEZ
project, which was started in mid-July 2007,
appears to be facilitating the consistent export of
oil through Turkey.*

The reduction in interdictions has helped
contribute to the rise in exported oil; similar
results are expected when the Baghdad to Baiji
PEZ is completed in the fall of 2008.%

Protecting Iraq’s Infrastructure in

Historical Context

Past strategies to protect Iraqs strategic infra-
structure have met with mixed success. Training
Iraqi guards for an Oil Protection Force was an
early effort to minimize pipeline interdictions
that later expanded to include the Electrical
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Figure 2.33

CEYHAN OIL TERMINAL EXPORTS (IRAQ-TURKEY PIPELINE) — 2006 AND 2007
Millions of Barrels per Day (MBPD)
Source: ITAO, Monthly Import, Production and Export Spreadsheet (January 2008)
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Figure 2.34
AL BASRAH OIL TERMINAL EXPORTS — 2006 AND 2007

Millions of Barrels per Day (MBPD)
Source: ITAO, Response to SIGIR Data Call (1/4/2008)
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Note: Figure includes data from January 1 to December 21 for 2006 and 2007.
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Figure 2.35

IRAQ'S PRODUCTION AND EXPORT OF CRUDE OIL VS MARKET PRICE FOR OIL
Millions of Barrels per Day (MBPD), Dollars per Barrel

Source: ITAO Monthly Import, Production, and Export Spreadsheet (January 2008);

U.S. Energy Information Administration, “World Crude Oil Prices: OPEC Average,” (1/4/2008)
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Power Security Service program. Approxi-
mately $147 million from the DFI and IRRF was
expended between August 2003 and September
2005 on this program.”* A SIGIR audit released
in April 2006 determined that these efforts “to
improve the capacity of the Iraqgi government

to protect its oil and electrical infrastructure
ultimately proved to be unsuccessful.”*>*

In early 2005 the Iraqi Army authorized the
creation of four Strategic Infrastructure Battal-
ions (SIBs) to supplement the work of security
forces at the Ministries of Oil and Electricity.
Funding, training, and mission-essential equip-

ment were provided to SIBs by MNSTC-1.%%

A SIGIR audit in late 2006 noted that the
United States had invested about $320.3 million
to improve Iraq’s capabilities to protect its oil
and electricity infrastructure. The report identi-
fied SIBs as one of the forces protecting essential
infrastructure from attacks and noted that “the
current capabilities of forces vary.”>¢ SIBs were
later integrated into the Iraqi Army as Army
Infrastructure Battalions and are currently being
retrained and equipped as regular Iraqi Army
battalions.*”
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Natural gas flares at an oil field in southern Iraq.

HYDROCARBON LEGISLATION

The GOI has yet to implement hydrocarbon
legislation, which, among other things, would
define rules for oil revenue distribution and
foreign investment. The legislation was originally
slated for adoption in 2006, but the legislative
timetable has repeatedly slipped since then.

The framework law is currently with the CoR,
but no action had occurred as of the end of 2007,
and the three supporting laws have yet to be
submitted for parliamentary approval.*>
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The Kurdistan Regional Government (KRG)
passed its own law in August 2007, which the
GOI declared illegal, stating that companies
conducting business with the KRG may face
legal action once national hydrocarbon legisla-
tion passes.” In late December 2007, the GOI
stated that companies signing agreements with
the KRG before passage of a new national oil law
may face “blacklisting” and “exclusion of future
cooperation” with the MOQ.*°



Figure 2.36

STATUS OF U.S. WATER PROJECTS

METRIC TRENDS
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Sources: ITAO, response to SIGIR data call, January 4, 2008;
DoS, response to SIGIR data call, October 18, 2007; ITAO,
response to SIGIR data call, January 20, 2008.

Note: The data reported are theoretical values; they do not
reflect actual production levels by the treatment plants or
actual number of persons served.

Water
In October 2003, the UN/World Bank Iraqi
Needs Assessment predicted that rebuilding
Iraq’s water and sewerage system would cost
$14.4 billion overall—$6.8 billion in the short-
term (2004-2007).*! Through the IRRF 2, ESF,
and CERP, the United States has obligated $2.616
billion and expended $2.180 billion in this
sector.>®

This quarter, SIGIR inspectors issued three
assessments of water projects funded by the
CERP, which are discussed in Section 2a and
Section 3 of this Report.

WATER

\/‘

METRICS

This quarter, there was progress toward U.S.
goals in both the output of potable water projects
and the number of people served by these proj-
ects.’” In addition, the goal for total output of
U.S. sewerage projects moved from 1.22 million
cubic meters per day to 1.20.*** See Figure 2.36
for the status of U.S. water projects.

PROJECTS

In September 2007, the Nassriya Water Supply
project, valued at $276.1 million, was completed
and transitioned to the Ministry of Municipali-
ties and Public Works (MMPW), according to
DoS.** However, as of January 4, 2008, the plant
was operating at 20% capacity due to repeated
power shortages. Contractors provided technical
guidance until December 10, 2007, and training
to MMPW personnel until December 20, 2007,
but there are O&M problems at the plant.*
SIGIR inspectors will be evaluating this project
next quarter.

The cost of completing the Sadr City R3
Water Treatment Plant has risen from $17.4
million to an estimated $18.5 million.*” In
October, the estimated completion date for the
project was January 2008. As of January 4, 2008,
the project is 94% complete, and the estimated
completion date for the project has been pushed
to February 23, 2008.%

The Sinjar Water Supply project has met with
substantial delays. In August 2007, construction
work was suspended because of local bomb-
ings. The Sinjar project was 80% complete at the
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end of October 2007,** and the project was still
scheduled for completion on January 22, 2008.°

Seven water projects were scheduled for
completion this quarter. As of January 4, 2008,
one of these projects was 100% complete. Two
projects had closed out their contracts although
the actual projects were not completed.””! Table
2.33 shows the status of water projects scheduled
for completion this quarter.

Other Select Facilities

U.S.-funded reconstruction of health care and
educational facilities has reached approximately
$2 billion. In the health care sector, the United
States has funded 3,151 projects, valued at $1.5
billion.”?

Supplying potable water remains a significant U.S. goal.

The United States has also supported at least
4,765 projects with approximately $680 million
across the entire education sector. This includes
approximately $400 million for more than
2,600 projects aimed at reconstructing and

refurbishing schools in Iraq.’”

STATUS OF WATER PROJECTS SCHEDULED FOR COMPLETION BY JANUARY 30, 2008

PERCENT
OF PROJECT
ToTAL CosT ORIGINAL PROJECT ACTUALLY
PROJECT TITLE ($ MILLIONS) COMPLETION DATE CONTRACT STATUS COMPLETE
Fallujah Sewerage: Closed
Wastewater Laydown Yard $0.7 November 15, 2007 80%
Phase Il November 15, 2007
Baladrooz Water Supply Closed o
Project: Phase 2 $61.2 December 7, 2007 November 5, 2007 100%
Fallujah Sewerage: Closed o
Trunk Mains $33 December 15, 2007 August 8, 2007 2%
Fallujah Sewerage: . o
Collection System $4.5 January 3, 2008 Ongoing 46%
Eas".em Euphrates Drain: $3.0 January 10, 2008 Not Started 0%
quipment
Kirkuk Potable Water ) o
Project: PRDC Construct $7.6 January 15, 2008 Ongoing 82%
Sinjar Water Supply: $17.9 January 22, 2008 Ongoing 90%

Construct

Source: ITAO, response to SIGIR data call, January 4, 2008.

Note: Two of these projects indicate that more work is needed, despite contract completion.

TABLE 2.33
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Health care for children is a critical focus of U.S. reconstruction efforts in Iraq.

HEALTH CARE

Major U.S.-funded projects still underway in this
sector include the Basrah Children’s Hospital
and Primary Healthcare Centers (PHCs), both
of which have experienced notable challenges in
project management oversight and contractor
performance. A recent SIGIR audit followed up
on the original task order for the PHCs, finding
problems in both areas. Further, there appears to
be a lack of effective action to resolve the myriad
problems encountered.’”

The Basrah Children’s Hospital was initially
slated for completion in December 2005, but
work continues under the program manage-
ment of GRD, which expects the hospital to
be completed in June 2009. Current partners
engaged in the project include Iraq’s Ministry of
Health, ITAO, GRD, Project HOPE, and UNDP.
An Executive Steering Committee is ensuring
follow-through on the problems identified.

U.S. funding is supporting the completion
of 91 of 142 PHC:s. Originally, there were 150
planned PHCs.*” As of January 17, 2008, 74 of
the 91 completed PHCs have been transferred

HEALTH CARE

K

to the GOI—39 are open to the public while

33 have not been opened by the Ministry of
Health.”¢ Construction on the remaining 39
PHCs continued this quarter with an additional
17 in a “post construction phase.” One PHC was
attacked this quarter, and construction at five
other sites has been terminated because funds
were reprogrammed or shut down due to secu-
rity problems. The PHC program is expected to
be complete by May 2008.3”

ESF is funding a PRDC-selected hospital
project, a new surgical hospital in Amara, the
capital of Missan Province, at a cost of $12.7 mil-
lion.*” The contract was awarded in September
2007, and work is estimated to be completed in
2009.%7

The Ministry of Health reports that more
than 50% of its medical staft has fled Iraq in
recent years, and current facilities are operating
well below capacity.’® Among the reasons some
PHCs have not opened to the public is a shortage
of trained medical staff and sectarian political
problems within the Ministry of Health.
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A $60 million initiative is rehabilitating 134 schools across Iraq.

EDUCATION
All major projects in this sector have been com-
pleted and closed out. As of December 31, 2007,
810 IRRF-funded schools have been completed,
providing classrooms for more than 323,000
students.’® CERP and ESF funds also contribute
to school reconstruction and refurbishments
throughout Iraq. The CERP has funded $258
million for education projects in Iraq, including
approximately $65 million for projects benefiting
1,176 schools.38?

This quarter SIGIR inspectors assessed Al
Escanddrona School in Baghdad province
and reported no negative findings. The assess-
ment team relied solely on photo and contract
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documents to complete the assessment. Private
contractors and Army officials denied SIGIR’s
request for military escorts to visit the site
because of increased insurgent activity in the
Karadah district of Baghdad.

The Emergency School Construction and
Rehabilitation Project funded the construction
of two new schools that were opened this quarter
in Anbar province. The schools were constructed
using local contractors and were managed by the
Ministry of Education. This project is a $60 mil-
lion initiative that finances the major rehabilita-
tion of 134 schools and the construction of 56
new schools across all 18 provinces in Iraq.



CAPACITY DEVELOPMENT

Since 2003, U.S. agencies and departments have
undertaken a number of initiatives to build the
management and governance capacity of Irag’s
government. To foster sustainable governance
processes, the United States provides training
for a range of government operations across the
GO, including budget execution, procurement,
project management, and technology.

U.S.-funded capacity development programs
operate in a number of offices—the Prime
Minister’s Office, the Council of Ministers Sec-
retariat, and approximately a dozen ministries.
The U.S. Agency for International Development
(USAID), the Iraq Transition Assistance Office
(ITAO), and the Multi-National Security Transi-
tion Command-Iraq (MNSTC-I) lead these U.S.
support efforts.

At the executive and ministerial levels,
USAID and ITAO offer guidance and coordina-
tion. Both organizations work with the GOI to
improve budget formulation and execution, pro-
curement systems, delivery of services, and other
government processes. MNSTC-I operates only
at the ministerial level with the Iraqi Ministries
of Defense and Interior.

section

CAPACITY

DEVELOPMENT

MINISTERIAL LEVEL

ITAO supports several types of ministerial
capacity-building efforts, including water,
electricity, oil, economic development, political
development, and public affairs.’®

USAID’s National Capacity Development
program operates a $209 million three-year
project,®® known as Tatweer. The program
began in August 2006 and continues to operate
in ten ministries. It focuses on capacity building
in finance, procurement, leadership, various
management specialties, and strategic plan-
ning.**

Approximately two to three Tatweer advisors
operate within each ministry or government
body. Tatweer offices are located in Erbil, Basrah,
Mosul, and two Baghdad sites.*

MNSTC-I operates capacity development
programs with the Ministry of Interior (MOI)
and Ministry of Defense (MOD), providing
training, guidance, and advice. FY 2007 ISFF
obligations include $47.7 million for capacity
development programs at the ministries—$18.4
million for work with the MOI and $29.3 million
for the MOD.**” The MOI “shows steady, but

uneven progress”>* in improving its capabili-
ties. The MOD’s development is “slow but steady,

showing incremental progress.”®
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USAID TRAINING INITIATIVES

USAID conducts training programs at Iraq’s

National Center for Consultancy and Manage-

ment Development (NCCMD). As of November

30, 2007, 4,413 government officials and civil

servants had been trained at NCCMD. ** Last

quarter, USAID reported 1,758 participants.®"

Training sessions include courses on:*>

» management (financial, human resources,
information technology, project, and con-
tract)

e anticorruption

o leadership and communication

USAID plans to provide training for
employees of five ministry inspectors gen-
eral (IGs). Courses will include management
training in finance, personnel, and procure-
ment. The IG employees will undergo hands-
on training in forensic accounting, auditing

processes, and fraud prevention.**

MNSTC-1 TRAINING INITIATIVES
Progress in the MOI has been hindered by the
existence of sectarianism and corruption, as well
as the operational challenges of developing logis-
tics capabilities. However, according to DoD,

the MOI has conducted investigations that have
resulted in the reduction of corrupt or sectarian

influences.>*
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The ministry’s logistics, acquisitions, and
force-management capability continue to be
the focus of improving the professionalism and
sustainability of MOI operations. Of the total
FY 2007 obligations for ISFF capacity develop-
ment, $15.2 million was dedicated to the MOI
for training.*®

The MOD has been facing the challenges of

396 and

a shortage of professional civil servants
inadequate field logistics capacity.”” Notwith-
standing these deficiencies, capacity develop-
ment programs continue to show promise. The
MOD is somewhat effective in budgeting for and
development of personnel, sustainment, and
procurement activities.*®

Of the total FY 2007 obligations for ISFF
capacity development, $9.94 million was dedi-

cated to MOD under the training sub-activity.

Oversight

In January 2008, SIGIR released its audit,
“Efforts To Implement a Financial Manage-
ment Information System (IFMIS) in Iraq.™”
The IFMIS was intended to streamline Iraq’s
financial systems by improving transparency,
accountability, and fiscal analysis. The audit is a
follow-up to an October 2007 interim report on
the implementation of the IFMIS system.**® The
original report found that the project did not
have a firm development plan, did not have Iraqi



CAPACITY DEVELOPMENT
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buy-in, and was suspended in June 2007. This o USAID issued a broad scope and offered
quarter, SIGIR auditors completed the IFMIS broad guidance, which is not advantageous
review and found: and not the best contracting method for the
o The project remains suspended. project.
 Iraqi needs were not considered when o ITAO had sufficient documentation to dif-
the system was being developed and the ferentiate between funds that were allocated
project, therefore, did not have full GOI and expended.
support.

o USAID had insufficient documentation to
differentiate funds earmarked for IFMIS.
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IRAQ’S GOVERNANCE ACTIVITIES

In 2008, the Year of Transfer in Iraq, a number

of important changes are anticipated, including

the transfer to Iraqi control of provincial security

responsibilities, management of key reconstruc-

tion activities, and U.S.-funded projects.

The sections that follow highlight those areas

where the Iragis are assuming greater control of

governance activities and managing the recon-

struction effort:

Iraqi Budget: With revenues increasing
because of higher oil prices, the Govern-
ment of Iraq (GOI) will have more funds to
support reconstruction activities. This sec-
tion provides an overview of the GOT’s 2006
and 2007 expenditures and 2008 budget.
Also, SIGIR provides an update on
Procurement Assistance Centers (PACs),
which are intended to assist the GOI in
improving the efficiency of contracting

and procurement.*’!

Provincial Iraqi Control (PIC): This
quarter, the security responsibilities for two
more provinces were transitioned to Iraq;
half still await PIC designation. This section
provides an overview of the PIC process
and the transfer of security responsibilities
in the country.

Democracy and Civil Society: Since the
termination of the CPA, the GOI has made
limited progress on key pieces of legislation
that have been identified as critical to the
resolution of outstanding issues facing Iraq.
This section provides an update on the Iraqi
government’s progress on these legislative
actions, as well as information about pro-
vincial and local elections and the U.S.-Iraq
declaration of friendship.
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IRAQI BUDGET

Iraq’s 2008 budget—the largest since the 2003
invasion—totals $48.6 billion. Although the

budget was to be finalized in December 2007, the

revised forecast calls for passage and signa-
ture by the Presidential Council before March
2008.42

The GOI has budgeted $35.2 billion (72%)
for operational expenses,*® including salaries,
grants, subsidies, social benefits, and other
expenditures.*** An additional $13.4 billion is
budgeted for capital expenses—approximately
28% of the budget.*®

In 2007, central government ministries were
allocated 76% of the overall federal budget.**®
Of these, the Ministry of Finance continues to
receive the largest part of the budget. In 2008, it
is projected to receive $16.7 billion—just more
than 34% of the total budget.*””

Provincial government officials have been
requesting additional funding from Baghdad
in an effort to decentralize the process and gain
more responsibility and authority for meeting
the needs of their provinces. In October 2007,
the Governorates Administrations sent a letter
to Iraq’s Prime Minister asking that the prov-
inces receive increased funding, improved
mechanisms for coordination with ministries,
and additional trained staft for 2008.*® The
letter outlined 13 reasons justifying the request,
including these critical factors:

« Rising inflation rates raised project costs,
placing a greater strain on provincial

budgets.
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Higher expenditure rates in the provinces
than in the ministries, justifying the release
of more funds to the provincial level.
 Provincial councils are more capable than
ministries in “defining the priorities to
implement projects.”*”
o Experience has grown at the provincial
level in planning and managing the con-
struction of major projects.

The 2008 draft federal budget provides $3.47
billion to the provinces (excluding Kurdish
regions). More than $3 billion of that funding
(96%) is for reconstruction/capital expenses.

Higher Oil Prices Will Provide
Additional Revenue

The GOI factors the price of oil and anticipated
oil production into its budget forecast. In 2007,
oil accounted for 93% of national revenues in
Iraq. The U.S. Department of Treasury (Trea-
sury) estimated that oil production in 2008 will
generate $35.4 billion, accounting for 84% of
national revenues.

Iraq’s 2008 budget was calculated using $57
per barrel as the base price.*'® However, Iraq’s
oil production achieved a post-war record this
quarter, and, with higher oil prices, the potential
for a “budget windfall” this year is great.*!



Overall 2006 and 2007
Budgets Not Fully Expended
Iraq continues to grapple with the challenges

of fully executing its budgets. Although GOI
budget allocation increased approximately 52%
between 2004 and 2006, the relative percentage
of total allocations spent has not risen to keep
pace, falling from 94% to 66%.*"> The budget for
2007 and that proposed for 2008 are even higher,
and with potential surplus from record-high
prices for oil, Iraq’s budget execution could be
more challenging.

The GOI failed to spend a substantial portion
of the 2006 budget and rolled it over into 2007
(Treasury reported that the GOI spent only 78%
of its $34 billion 2006 budget).** Thus, the 2006
budget was still being spent in 2007, slowing
the expenditure of 2007 funds. By the end of
September 2007, $18.4 billion (44.7%) of the 2007
budget had been expended.

As SIGIR has noted in the past, the GOI has
successfully expended its budgets for salaries,
which includes wages, bonuses, and other contri-
butions.*** In 2006, the entire $5.4 billion budget
for these expenses had been executed.*® By the
end of September 2007, at least 81% of the $8.6
billion 2007 budget for employee compensation
had been expended.*¢

Although the GOl is able to spend its admin-
istration budget effectively, executing the capital
budget has been problematic. The GOI spent
only 23% of the $6.2 billion capital budget for
2006.7 In 2007, the annual capital budget grew
to $10.1 billion,*® or approximately 25% of Iraq’s

IRAQI BUDGET
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total budget. Allocations from the capital budget
were apportioned as follows:

o $6.4 billion for the ministries*"

o $2.1 billion for Irag’s provinces*
o $1.6 billion for the Kurdistan Regional

Government (KRG)**!

Treasury reports that, as of August 31, 2007,
only $1.5 billion of the FY 2007 capital budget
had been expended. For a comparison of expen-
diture data between 2006 and 2007, see Figure
2.37. SIGIR continues to break out the salary and
capital budget expenditure data as key indicators
of Iraq’s spending progress.

Figure 2.37

BUDGET EXPENDITURE COMPARISON FOR 2006 AND 2007
$ Billions
Source: Treasury, Response to SIGIR Data Call (1/4/2008)

$41.1
$40
$34.0
$30 $265 $224
$20 $22.4 B $18.4
$19.7 586 $9.93
A e §
$54 $14 $6.97 $15
0
Total Total Total Total
Budgeted Spent Budgeted Spent
FY 2006 FY 2007
Other Budget Other Budget Spent
Salaries Budget Salaries Budget Spent

. Capital Budget

Notes:

1. Numbers are affected by rounding.

2.2007 expenditure data is reported for the period January through
September 2007.

. Capital Budget Spent
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U.S. government agencies charged with the
responsibility of tracking Iragi budget expen-
ditures at the national and provincial level have
experienced significant difficulties. For example,
three authoritative sources provided SIGIR these
figures on spending rates of the 2007 ministerial
capital budget:

o White House Benchmark Report: 24%**
o US. Department of Treasury: 15%**
o Government Accountability Office (GAO):

4.4%**

All three sources cited data provided by Iraq’s
Ministry of Finance."” The variance in this data
is indicative of the challenges associated with
reporting on budget execution performance.

Coordinated U.S. and Iraqi
Efforts To Improve Budget
Execution

This quarter, Treasury sponsored two different
training workshops on budget execution for
personnel from 13 provinces and 11 ministries.
Five Iraqi instructors conducted the training for
the 36 provincial participants and 30 ministerial
attendees.*
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IRAQI BUDGET

Also, members of Provincial Reconstruction
Teams receive training on budget execution
delivered by the DoS Foreign Service Institute
and Treasury in Baghdad.**’

Procurement Assistance

Centers

Iraqi-led Procurement Assistance Centers

(PACs) provide legal and technical advice to the

Office of Government Public Contracts Policy

at the Ministry of Planning and Development

Cooperation (MoPDC).**® PACs are focused on

assisting the GOI to execute its capital budget

more effectively.*” Long-term goals for the PAC

program include:

o increased levels of budget execution

o streamlined procurement processes that are
in keeping with international best practices

o improved GOI coordination

o creation of an Iragi-owned and operated
Procurement Assistance Consulting Center

Between March and December 2007, over
$2.1 million in ESF funds was obligated to sup-
port PACs.*®
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PROVINCIAL IRAQI CONTROL

The Coalition has focused its efforts on the
objective of achieving a level of security in the
provinces that would allow principal respon-
sibility to pass to Iraqi Security Forces, a status
that is known as Provincial Iragi Control (PIC).

Topic Highlights

Several considerations guide transition to Pro-
vincial Iragi Control, including the threat level,
the readiness of Iraqi Security Forces within the
province, and the capability of the provincial
government.*! Readiness evaluations are consol-
idated in monthly Provincial Security Transition
Assessments, which are then reviewed by Multi-
National Corps-Iraq (MNC-I) and the Joint
Committee to Transfer Security Responsibility
(JCTSR).**When conditions are met, JCTSR
recommends a province for PIC to the Com-
mander of Multi-National Corps-Iraq (MNE-I)
and the Iraqi Ministerial Council for National
Security, which is chaired by the Prime Minister.
The final decision is made by the Council **

Update on PIC Status

by Province

Between July 2006 and December 2007, 9 of
Iraq’s 18 provinces were successfully transferred
to Iraqi control. The three Kurdish provinces—
Erbil, Sulaymaniyah, and Dahuk—were officially

transitioned to Regional Iraqi Control in May
2007.** However, the Kurdistan Regional Gov-
ernment (KRG) effectively controlled the region
autonomously prior to the official transition.**®

This quarter, the Coalition turned over
security control of Kerbala and Basrah provinces
to the GOL. Figure 2.38 shows PIC status across
Iraq as of January 2008 and Figure 2.39 provides
a timeline of provincial transfer to PIC.

The Coalition retains primary responsibility
for security in nine provinces: Anbar, Babylon,
Baghdad, Diyala, Ninewa, Qadissiya, Salah al-
Din, Tameem, and Wassit. MNF-I reported that
no provinces are expected to transition to PIC in
either January or February 2008.4%¢

Since the initiation of the PIC process, the
target date for PIC in all provinces has shifted
several times. In 2005, control of all provinces
was expected to shift by June 2006, but the first
province (Muthanna) did not transition until
July 2006. In June 2007, DoD reported that Iraq
should be fully transitioned by March 2008.%%*

In September 2007, DoD announced that the
target had slipped to “as early as July 2008.™*
However, MNF-I reported that PIC is “condi-

2440

tions-based,™*° and there is “no set schedule for

%441

the completion of the PIC process.
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Figure 2.38

PROVINCES TRANSFERRED TO PROVINCIAL IRAQI CONTROL

Source: Multi-National Force-Iraq, Provincial Iragi Control,
www.mnf-irag.com (1/17/2008)

& Province Transferred to Provincial Iragi Control
Not Yet Transferred
Kurdish Region; Provinces have collectively been
returned to Regional Iragi Control (RIC)

DAHUK
May 2007

ERBIL
May 2007

SULAYMANIYAH

May 2007

MiSSAN

April 2007

KERBALA

October 2007

THI-QAR
September 2006

NAJAF
December 2006

BASRAH
December 2007

MUTHANNA
July 2006

PICin 2008

The lack of trained ISF remains a key obstacle
for achieving PIC status. The lack of secu-
rity—caused by “mixed sectarian populations,
porous borders, and the presence of militia or
foreign fighters”—contributes to instability in
the remaining nine provinces.**

Iraq continues to develop ways to address

border tensions. In addition to communicating
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with neighboring countries, the GOI has been
working with the Coalition to augment “border
intelligence sharing, port of entry operations,
and border patrol operations. The priority of
efforts are on the Syrian and then the Iranian
borders.™*

The number and readiness of ISF units has
also affected the PIC process. The GOI has
authorized an increase in ISF personnel and
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Figure 2.39

TRANSITION TO PROVINCIAL IRAQI CONTROL
Sources: DoD, Measuring Security and Stability in Iraq, December 2006, March 2007, June 2007, September 2007, December 2007

Original target date of PIC transfer of security
control to Iragis set for June 2006
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ANTICIPATED PIC DATE This timeline illustrates DoD’s revision of target dates for
transition to Provincial Iragi Control. The original goal for
[ Original target date of PIC transfer of transition of all provinces was set for June 2006, and it has
security control to Iraqis set for June 2006 been revised five times. DoD sets the latest goal “as early
[ Extended per December 2006 9010 Report asJuly 2008.”

. Extended per March 2007 9010 Report

. Extended per June 2007 9010 Report
Extended per September 2007 9010 Report
Extended per December 2007 9010 Report

. Achieved PIC Status
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TRANSFER OF FORWARD OPERATING BASES

DATE FOBs # TRANSFERRED % TRANSFERRED
October 2006 110 52 47.3%
November 2007 125 61 48.8%

Source: DoD, Measuring Stability and Security in Iraq, October 2006 and December 2007.

TABLE 2.34

has established operational command centers
to consolidate ISF functions.*** The government
has made a special effort to increase the number
of police, but this step has created a challenge for
the GOI and MNF-I: recruiting police dimin-
ishes the pool of available manpower from which
to draw Iraqi Army soldiers. At present, the GOI
must rely heavily on the Iraqi Army to provide
security until the police force is able to assume
responsibility.***

Achieving PIC does not mean that security in
a province can be guaranteed by ISF alone. U.S.
and Coalition forces are expected to maintain
strategic overwatch presence in the transitioned
areas, primarily performing several missions
as advisors, providing logistical support, and
serving as in-extremis, quick-reaction forces.**¢

Another activity related to PIC is the
handover of Forward Operating Bases (FOBs)
from U.S. to Iraqi control. This process was
interrupted as the surge in U.S. military forces
increased the requirement for basing throughout
the country. The number of FOBs increased as
surge deployments began. While the surge of
U.S. forces runs its course, MNF-I is planning to
“synchronize basing requirements with Coali-
tion force requirements and the projected com-
mand-and-control structure™* to ensure that
the transfer of FOBs continues as quickly and
smoothly as possible. Over the last year, however,
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the percentage of FOBs maintained and trans-
ferred to Iraqi authority has changed little.

The transfer of FOBs to Iragi authorities is
anticipated to pick up in early 2008.8 For a
comparison of the FOBs in October 2006 and
November 2007, see Table 2.34.

The effect of economic development on secu-
rity is also considered in the PIC process. The
ability to sustain market growth contributes to
employment and general level of satisfaction of
the population in a province, and in turn, to the
security situation. Coalition forces and the U.S.
Embassy employ various measures to contribute
to local development, “particularly in the trans-
ferred provinces and those provinces soon to
transfer to Iraqi control.™*

Provincial Reconstruction Teams (PRTs) will
be increasingly affected by the PIC process. PRTs
rely on security and life support provided by
Coalition forces. After a province transitions, the
Coalition is faced with a choice: to move outside
the province or retain sufficient force structure
to maintain life support and security.**° Suc-
cessful PRT activities were observed this quarter
in Thi-Qar, where the PRT actually remained in
the province after PIC.**! MNF-I reported even
as Coalition forces are reduced, in most cases,
both DoS and DoD plan for the PRTs to con-
tinue their work.*?
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The following key legislative measures will help
Iraq move more quickly toward national recon-
ciliation:

» enforcement of Article 140 of the Iraq
Constitution

« implementation of provincial and local
elections*?

« enforcement of the recently passed De-
Baathification Law (Justice and Account-
ability Law)**

« implementation of the regions law**®

Article 140

On December 17, 2007, the GOI extended by

six months the deadline to prepare for a refer-
endum on Article 140 of the Iraq Constitution.
By the new deadline of June 30, 2008, the GOI is
expected to complete the normalization process
in Kirkuk and other disputed territories, conduct
a census to determine the ethnic breakdown

in disputed territories, and hold a referendum
to determine the will of citizens in those areas.
Primarily, this referendum will address whether
the oil-rich city of Kirkuk will join the Kurdish
region. The UN reports that it will provide
technical assistance to help the GOI implement
Article 140.%¢

Article 140 extends the requirements made
under Article 58 of the Transitional Administra-
tive Law, which sought to reverse the alteration
of the demographic composition of the region
imposed by the Saddam Hussein regime, which
had:*”

o deported and expelled citizens

« forced migration in and out of regions
o settled individuals alien to the region
o deprived inhabitants of work
 corrected nationalities

 changed boundaries of regions

Article 58 tasked the Iraqi Transitional Gov-
ernment with repealing all former regime laws
associated with national identity. The Article
also required the restoration of homes and
property to those who were forced to leave their
regions, along with state compensation to ensure
that individuals may resettle as desired. Finally,
Article 58 required a fair and transparent census
and the ratification of a permanent constitu-
tion.**® A fair and transparent census and rep-
resentative referendum are critical to ensuring
that both the letter and spirit of Article 140 are
observed.

DoS reports that the Kurdistan National
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Assembly has consented to the extension of the
deadline. However, lawmakers have expressed

459

displeasure at the delay.

Provincial and Local Elections
Conducting fair and representative provincial
and local elections is a key step toward national
reconciliation. Elections are also expected to
affect the under-representation of Sunnis on four
provincial councils.*®
The U.S. Embassy reports that the Prime
Minister’s office has developed a draft provincial
election law. This draft is expected to set a date
for elections. However, there is no expected date
for the Prime Minister to sign this draft, and
concerns have been raised about its content. No
member of the Council of Representatives (CoR)
has proposed a separate draft for review.*!
Four prerequisites must be carried out for
provincial elections to occur:
o The CoR must nominate candidates for 20
provincial chief electoral officer positions.
o The GOI and the CoR must pass a provin-
cial elections law.
o The GOI must set a date for provincial elec-
tions.
o The CoR must provide appropriate budgets
for voter registration and provincial elec-
tions.
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As of January 4, 2008, the CoR had nomi-
nated candidates for 12 of the 20 chief electoral
officer positions. However, the Council remains
deadlocked over the eight remaining positions:
Basrah, Najaf, Kerbala, Wassit, Ninewa, Diyala,
and Baghdad (where there are two positions
available).*%?

As of December 31, 2007, USAID had obli-
gated $27.45 million in FY 2007 Supplemental
Funds (P.L. 110-28) and $2.55 billion in ESF
Continuing Resolution Funds to support the
elections process in Iraq. The funds have been
used to support the Independent High Elec-
toral Commission, an institution that provides
elections support to the GOI. The funds have
also been used to develop plans for sustainable
permanent voter registry maintenance.**®

De-Ba’athification Law

The CoR passed the Justice and Accountability
Act on January 12, 2008, meeting a White House
benchmark and taking an important step toward
promoting broader reconciliation in Iraq.*s*

The law reformed a de-Ba’athification process
that many regarded as a “roadblock to recon-
ciliation,™® according to the U.S. Ambassador

to Iraq. The Justice and Accountability Act is
expected to provide a means for former mem-
bers of the Ba’ath party to return to public life
within Iraq.



A statement issued by the U.S. Embassy
emphasized the importance of implementing
the legislation to demonstrate to Iraqis that GOI
leaders are working for national reconciliation.**

The Regions Law

The regions law is scheduled to come into effect
on April 12, 2008. The CoR passed this law

in October 2006, but suspended implementa-
tion for 18 months. The law has the potential to
significantly alter the governance structure and
the balance of power in Iraq by moving decision-
making authority from the central government
to the regions.

The purpose of the regions law is to create the
process through which an official Iraqi region
can be formed and establishes the means by
which a territory may join an existing region.**”
The law defines a region as a “legal entity that
consists of one province or more.”*® The pro-
visional powers defined in the law include the
ability to hold elections for the provisional legis-
lative council. Seats for the provisional legislative
council are based on the population of a region.
One of the responsibilities of the provisional
legislative council will be to draft a permanent
constitution for the region.

<4

Declaration of Principles for
Friendship and Cooperation
On November 26, 2007, the United States and
Iraq issued a shared Declaration of Principles for
Friendship and Cooperation. The Declaration
contains a security clause that will commit the
United States to the training and equipping of
Iraqi Security Forces, GOI antiterrorism initia-
tives, and preservation of Iraqs territory.**
The Declaration is the first of three steps that
will “normalize” U.S.-Iraqi relations:*”
1. Sign a Declaration of Principles for Friend-
ship and Cooperation.
2. Renew the MNF-I Chapter VII United
Nations mandate for another year.
3. Negotiate new policies when the MNF-I
mandate expires next year.

On December 18, 2007, the CoR approved
arequest from the Prime Minister of Iraq to
extend the MNF-I mandate,*" which will now
expire on December 31, 2008.*> The mandate
grants permission for the Multi-National Force-
Iraq (MNF-I) to provide support for security
efforts in Iraq.*”?
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Overview

Under its mandate, SIGIR reports on the relief
and reconstruction activities supported by

the international community. However, it has
become increasingly difficult to obtain accurate
data on this essential component of the recon-
struction program, particularly as donor nations
move toward bilateral relationships with the
Iraqi government. Because Iraq has management
control over these donor relationships, SIGIR has
decreasing visibility into the status and total of
donor pledges and other aid.

As aresult, this quarter, SIGIR revised its
methodology for reporting donor pledge figures.
For this Report and going forward, SIGIR will
report international pledges based on data from
an official U.S. government source, NEA-L. As
of December 31, 2007, NEA-I reports a total of
nearly $15.826 billion in international pledge

funding for Iraq reconstruction (excluding

the United States).*”* This large change from
the figure reported in SIGIR’s October 2007
Quarterly Report (approximately $18 billion) is
attributable to this new reporting methodology
and not driven by any specific change in total
pledge figures. Of the total pledges of grants and
loans from the international community, $4.56
billion has been committed, and $2.49 billion
had been disbursed, according to the Develop-
ment Assistance Database (DAD).*”

This quarter, three countries and the Euro-
pean Commission (EC) promised additional
funding to support reconstruction efforts in Iraq
through grants and loans. Also, $6 billion in new
debt relief agreements were reached this quarter.
Table 2.35 and Table 2.36 highlight the details of
this new financial support.

GRANTS AND LOANS ANNOUNCED SINCE OCTOBER 2007 ($ mittions)

TYPE OF
DoNOR ASSISTANCE AMOUNT  DATE DESCRIPTION
Italy2 Soft Loan $144.00 N/A Cooperation agreement was signed between the GOl and Italy. Exact date
of the agreement is unknown; announcement occurred during this quarter.
European Commission? Grant $73.38  12/12/2007 Assistance is aimed at expanding health and education services for Iraqi
refugees in Syria and Jordan.
Kuwait? Grant $60.00 11/18/2007 Memorandum of Understanding was signed. Grant is specified for

humanitarian assistance.

European Commission¢ Grant

$29.00 12/13/2007 Funding will be channeled through the World Bank Iraq Trust Fund for

projects assisting Public Finance Management Reform.

Japand

Grant $5.18

11/5/2007 Purpose of the grant is to improve the living conditions for Internally

Displaced Persons and refugees.

Notes:
a

NEA-I, response to SIGIR data call, January 4, 2008.

b European Union, “News Release No. 126/07: European Union Provides 50 Million Euros To Help Iraqgi Refugees in Syria and Jordan,” Decem-
ber 12, 2007. Note: funding is €50 million; exchange rate from IMF on December 12, 2007, of 1.4675 used to determine the amount in U.S.
dollars (USD).

¢ IRFFI, IRFFI Latest News, December 13, 2007, www.irffi.org. Note: funding is €20 million; exchange rate from IMF on December 13, 2007, of
1.4683 used to determine USD amount.

d The Ministry of Foreign Affairs of Japan, Emergency Grant Aid to Internally Displaced Persons in Iraq and Iragi Refugees in Neighboring
Countries, Syria and Jordan, for Humanitarian Assistance, November 6, 2007.

TABLE 2.35
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DEBT RELIEF AGREEMENTS ANNOUNCED SINCE OCTOBER 2007 ($ miLtions)

TYPE OF
DoNoOR ASSISTANCE AMOUNT DATE DESCRIPTION
Bulgaria? Debt Relief $3,500.00 November Bulgaria will provide debt forgiveness of $3.5 billion to
Agreement 2007 Iraq in exchange for an immediate cash payment of $360
million.
Bosnia, Serbia, and Debt Relief $2,500.00 January Bosnia, Serbia, and Slovenia will provide debt forgiveness
Slovenia® Agreement 2008 of $2.5 billion to Iragq—external debt owed to the former
Yugoslavia—in exchange for a payment of $254 million.
Notes:

2 NEA-I, response to SIGIR data call, January 4, 2008.
®NEA-I, response to SIGIR data call, January 11, 2008.

TABLE 2.36

Irag’s External Debt

Iraq was left with significant debt after the fall
of the Saddam regime. Debt restructuring has
been the subject of frequent discussions among
bilateral, multilateral, and commercial creditors.
These discussions have resulted in some debt
relief agreements, but much debt remains.

DEBT RELIEF

As of spring 2003, Irag’s external debt was
estimated to be about $125 billion. The actual
foreign debt owed is unknown because of dis-
crepancies in how the amount owed has been
reported and how interest is calculated on this
debt. Iraq’s external debt comprises Paris Club
bilateral debt, non-Paris Club bilateral debt,
commercial debt, and multilateral debt.** Table
2.37 provides estimates of the debt Iraq inherited
from the Saddam era.

Paris Club Bilateral Creditors
During November 2004, the Paris Club agreed
on a restructuring package for Iraq based on a
three-phased approach to debt reduction equal
to 80% of Iraq’s external debt.*”” For details of
the agreement and current status, see Table 2.38.
On December 17, 2004, the United States for-
gave 100% of the debt Iraq owed to it—approxi-
mately $4.1 billion. Other Paris Club members
have followed the three-phase debt agreement,
signing bilateral debt agreements with the GOL
The only exception is Russia. It has not yet
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followed the Paris Club agreement*’® but has
pledged to grant debt relief of $6 billion.*”” Both
governments expected that a debt relief resolu-
tion would be implemented by the end of 2007,*%
but as of December 31, 2007, no debt relief agree-
ment has been officially announced. According
to the NEA-I, Russia has indicated that it may be
ready to sign an official debt agreement later this
year.*®!

The third and final stage of Paris Club debt
reduction is expected to be achieved by the end
of 2008, contingent upon successful perfor-
mance on the successor Stand-By Arrangement
between the International Monetary Fund (IMF)
and Iraq.*®

Non-Paris Club Bilateral Creditors

The Paris Club debt relief agreement created a
precedent for other creditors to follow. Approxi-
mately two-thirds of Iraq’s external debt is owed
to non-Paris Club countries, including neigh-
boring countries. Although these neighbors
were not included in Paris Club negotiations, the
agreement requires Iraq to request restructuring
terms with them in a comparable amount. Iraq
may have difficulty reaching agreements with
similar terms for non-Paris Club creditors,
raising the concern that these countries may
attempt to attach conditions to the debt relief,
such as preferential rights to Iragi oil or other
business ventures.*s’

As of October 2007, Iraq had settled a portion
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IRAQ’S EXTERNAL DEBT FROM THE SADDAM ERA (5 eiLLions)

ESTIMATED

COMPONENT AMOUNT¢ DESCRIPTION

Paris Club Bilateral Creditors $37.2 Paris Club is an informal group of creditor governments that
provides a forum for countries to negotiate a coordinated solution
to restructure debt with other countries that are having payment
difficulties.2

Non-Paris Club Bilateral Creditors $67.4 Debt owed to a non-Paris Club member country. Saudi Arabia and
Kuwait are the largest debtor countries in this category.

Commercial Creditors $20.0 Commercial creditors are geographically spread out, and most
claims are moderately small. Approximately 36% of claims were less
than $1 million, and approximately 37% were filed for $1 million
- $10 million.P

Multilateral Creditors $0.5 Debt owed to international organizations, such as World Bank and
the IMF.

Total $125.1

Source: CRS Report for Congress, “Iraq’s Debt Relief: Procedure and Potential Implications for International Debt Relief,”
Updated October 10, 2007.

Notes:

aSource: Paris Club, Description of the Paris Club, www.clubdeparis.org. The Paris Club has 19 permanent members: Austria,
Australia, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, Netherlands, Norway, Russia, Spain,
Sweden, Switzerland, United Kingdom, and the United States. Other official creditors can also participate on a case-by-case
basis in the restructuring of a country’s debt.

b Breakdown of creditor’s claims by monetary value is as of April 15, 2005, the date of the most recent public report.

¢ Numbers are affected by rounding.

TABLE 2.37

PARIS CLUB DEBT AGREEMENT

PHASE DESCRIPTION DATE OF REALIZATION STATUS
First Cancel 30% of debt at the signing January 2005 Paris Club agreement was signed on
of Paris Club agreement. November 21, 2004; 30% of debt was
canceled effective January 1, 2005.
Second Cancel additional 30% of debt December 2005 Stand-By Arrangement between the IMF
after IMF program for economic and Iraq was approved on December 23,
reform is approved. 2005; additional 30% of debt cancellation

became effective on this date.

Third and Cancel the final 20% at completion Expected to be realized  First Stand-By Arrangement between the

Final of the last IMF Executive Board during December 2008  IMF and Iraq was set to expire on December
review following three years 28, 2007.2 The IMF Executive Board
of continuous, satisfactory approved a successor Stand-By Arrangement
performance on the IMF program. on December 19, 2007; the successor

arrangement will be effective through
March 2009. Therefore, the final stage of
debt relief has not yet been realized.P It is
expected to be realized during December
2008, contingent on the successful
completion of the final review under the
IMF program.

Source: The Paris Club, Irag Debt Treatment, November 21, 2004, www.clubdeparis.org.

Notes:

aSource: IMF, “IMF Executive Board Completes Fifth Review and Review of Financing Assurances under Iraq’s Stand-By
Arrangement and Approves Three-Month Extension of the Arrangement to December 2007,” August 2, 2007.
bSource: IMF, “IMF Executive Board Approves US $744 Million Stand-By Arrangement for Irag,” December 20, 2007.

TABLE 2.38
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of its smaller debts with non-Paris Club credi-
tors. This includes six agreements at Paris Club
terms (Czech Republic, Hungary, Indonesia,
Malaysia, Romania, and South Africa) and three
agreements at 100% debt relief®* (Slovakia,
Cyprus, and Malta).*®

During November 2007, Bulgaria announced
a bilateral debt agreement with Iraq to forgive
$3.5 billion in debt owed to the GOI in exchange
for a cash payment of $360 million**¢ (10.25% of
the original debt).*®” Additionally, on January
10, 2008, the GOI reported that it had settled
$2.5 billion of former regime debt owed to the
former Yugoslavia—agreement was reached
with Bosnia, Serbia, and Slovenia. The GOI
agreed to pay a total of $254 million to the three
countries in exchange for debt forgiveness of the
total amount owed—approximately $0.10 on the
dollar.*® This puts the total of non-Paris Club
debt forgiveness at $8.7 billion.*®

Saudi Arabia is the largest non-Paris Club
creditor nation, holding approximately 37%
of the total debt compiled for that category.*”
During April 2007, Saudi Arabia was reported to
have acknowledged that it would provide a debt
relief grant to Iraq of 80% in accordance with
Paris Club terms.*! According to the NEA-I,
Saudi Arabia also indicated at the launching of
the International Compact with Iraq (Compact)
on May 3, 2007, that it was prepared to work
toward forgiving GOI debts.**? The last round of
talks between Saudi Arabia and Iraq occurred
in September 2007—the scheduling of another
round of talks is still uncertain.*®

This quarter, China and Iraq signed a Memo-
randum of Understanding that commits China
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IRAQ’S OUTSTANDING NON-PARIS CLUB
CREDITORS

Brazil Pakistan
China Poland
Egypt Qatar
Greece Saudi Arabia
Jordan Turkey
Kuwait UAE

Source: U.S. Department of the Treasury,
response to SIGIR data call, January 4, 2008.

Note: Bosnia, Serbia, and Slovenia were removed from list
of outstanding creditors due to agreement announced on
January 10, 2008.

TABLE 2.39

to sign a bilateral debt agreement with Iraq in
the near future.** According to preliminary
information, China is set to forgive debt esti-
mated at more than $6 billion,**> but a formal
agreement has not yet been signed.**®

Table 2.39 shows Iraq’s outstanding non-
Paris Club creditors, as of December 31, 2007.
Morocco, Algeria, Tunisia, and Sudan may also
be creditors, but they have yet to submit claims
against Iraq. Iraqs legal and technical advisors
have been involved in active negotiations with
many of these creditors.*”

According to the Joint Update on the Com-
pact issued by the GOI and United Nations
(UN), based on their September 2007 meeting,
the GOI has developed a new strategy to obtain
debt relief with non-Paris Club creditors. The
GOI emphasized that demonstrated progress
in meeting the Compact goals continues to be
a pre-condition for obtaining debt relief from
these countries.*®

To make substantial progress on non-Paris
Club debts, negotiations for agreements must
move forward with neighboring countries.

Commercial Creditors

The commercial debt represented outstanding
claims against the GOI that were incurred before
the August 1990 United Nations sanctions.”” By
July 2006, Iraq had finished its commercial debt
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IRAQ’S ESTIMATED EXTERNAL DEBT, AS OF JANUARY 15, 2008 ($siLLions)

COMPONENT SUMMARY OF DEBT RELIEF EFFORTS ESTIMATED DEBT
Paris Club Majority of Paris Club creditors have followed three $11.42
Bilateral phase debt relief agreement for total of 80% debt
Creditors forgiveness. The United States has provided 100%

debt forgiveness. Russia is the only Paris Club creditor

that has yet to sign a debt relief agreement with Iraq.
Non-Paris Non-Paris Club creditors have agreed to a total debt $58.7
Club Bilateral ~ forgiveness so far of $8.7 billion.
Creditors
Commercial Commercial creditors have accepted debt relief $4
Creditors agreements for a reduction of $16 billion.
Multilateral Cannot determine progress; external debt is assumed $0.5
Creditors to remain at $0.5 billion.
Total $74.6

aEstimated debt calculated by:

1. Estimated amount as of spring 2003 of $37.15 billion less 100% debt forgiveness of $4.1
billion by United States equal to $33.05 billion.

2. $33.05 billion less estimated $6 billion debt owed to Russia that has not been forgiven
equals $27.05 billion.

3. $27.05 billion multiplied by 80% represents $21.64 billion expected to be forgiven at end
of three-phase agreement (this provides for full 80% Paris Club debt relief). This debt
relief will not be fully realized until the successful completion of the final review under
the IMF program. This leaves $5.41 billion (20%) still owed.

4. $5.41 billion still owed from three-phase agreement plus $6 billion estimated to be owed
to Russia equals remaining debt of $11.41 billion.

TABLE 2.40

Figure 2.40

IRAQ'S ESTIMATED EXTERNAL DEBT

$ Billions

Sources: CRS Report for Congress, “Iraq’s Debt Relief: Procedure
and Potential Implications for International Debt Relief,” Updated
October 10, 2007; SIGIR Analysis as Detailed in the Table:

“Iraq’s Estimated External Debt, as of January 15, 2008”

Total Debt
$125.1
T e
00 —
Total Debt
80 $746 55
$67.4 _7540
60
$58.7
40

Estimated External
Debt as of 1/15/2008

Estimated External
Debt as of Spring 2003

Multilateral Creditors
. Commercial Creditors

Non-Paris Club Bilateral Creditors
. Paris Club Bilateral Creditors

Notes:

1. Numbers are affected by rounding.

2.There is no public source available for the current estimate of Iraq’s
external debt. SIGIR estimated the current debt outstanding using
various sources as described in the table “Iraq’s Estimated External Debt,
as of January 15,2008

3.The outstanding debt owed to Paris Club creditors, as of January 15,
2008, is based on the assumption that the remaining 20% debt
cancellation is reached at the successful completion of the IMF program.

settlement process, and the majority of com-
mercial debt claims were resolved** on terms
comparable to the Paris Club agreement.*®! For
smaller creditors, Iraq paid cash for the debt
reduction instead of new lower debt.”** In total,
commercial debt has been reduced by approxi-
mately 80%—from $16 billion to around $4
billion.>*

ESTIMATED CURRENT EXTERNAL DEBT
There is no public source available to estimate
Iraq’s current external debt; the last public report
was issued by the Government Accountability
Office (GAO), estimating Iraq’s external debt to
be approximately $89 billion, as of December
2006."* SIGIR requested a breakdown, by
creditor, of the remaining external debt, but this
information is not public.”” SIGIR estimates
that Iraq’s external debt is approximately $74.6
billion, as of January 15, 2008. This is almost
60% of the original estimate of Iraq’s external
debt—the GOI has reached agreements settling
more than one-third of its original debt. Table
2.40 and Figure 2.40 provide a breakdown of the
estimated debt and summarizes the debt relief
efforts and assumptions detailed above.

DEBT REPAYMENT

During September 2004, the IMF loaned Iraq
approximately $470.5 million as part of the
Emergency Post Conflict Assistance arrange-
ment.** On December 12, 2007, Iraq fulfilled
early repayment of its entire outstanding debt to
the IMF. Under the original payment schedule,
Iraq was due to repay the final amount to the
IMF during 2009.>
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Status of the International
Compact with Iraq

Addressing Iraq’s external debt and establishing
a framework for additional international engage-
ment in the provision of grants, loans, technical
assistance, and capacity-building support serve
as the impetus behind the country’s commit-
ment in the Compact. Adopted under the aegis
of the UN, the Compact is a conditions-based
roadmap that allows the international com-
munity to support Iraq’s normalized political,
economic, and social development.*®

According to the UN, “[t]ogether, national
reconciliation, improved security, better gov-
ernance, and continued economic and social
reforms will help unlock Irag’s own development
potential. Iraq’s international partners will pro-
vide financial, technical, and political support to
help meet these challenges on the basis of mutual
commitments.”"

A series of reforms in Iraq is defined by the
Compact’s view that the “resolution of security
and political challenges, good governance, and
the provision of basic services are pre-requi-
sites for progress in all other areas, including
economic revival.”>'® The GOIs responsive-
ness to reforms identified in the Compact and
its annexes is expected to occur in concert
with international partner actions. Processes
have been established for implementation,
monitoring, and performance measurement
to provide for transparency in planning and
coordination of Iraqgi and international partner
cooperation.”

On December 10, 2007, the Iraqi Prime
Minister and UN Special Representative of
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the Secretary General co-chaired a meeting to
discuss the progress of the Compact. The GOI
reported that steps have been taken toward set-
ting up the Compact Secretariat. The Secretariat
will be responsible for providing support for the
implementation of the Compact benchmarks
and managing the donor support. The Working
Groups, which are responsible for identifying
projects to be supported by international
donors, have been established and have begun to
operate.'?

Support from International
Organizations

UNITED NATIONS

During 2007, the UN extended and expanded its
mission in Iraq. After the 2003 bombing of the
UN headquarters in Baghdad, UN staff relocated
out of Iraq, but since 2004, UN staft have been
slowly returning under increased security. UN
Security Council Resolution 1770, approved in
August 2007, extended the UN Assistance Mis-
sion for Iraq (UNAMI) for another 12 months
and expanded the role of UNAMTI’s work.*"?

The UN currently has approximately 800°* staff
working in Baghdad and Erbil; more than half of
the staff is Iragi.””

United Nations Support

The UN Country Team in Iraq comprises 16

UN agencies and programs that are coordinated

by UNAMIL.>¢ On December 1, 2007, the UN

Country Team implemented a new coordination

structure, which modifies its focus in Iraq.>"
The revised coordination structure is led by a
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Figure 2.41

UN COUNTRY TEAM IRAQ COORDINATION STRUCTURE
Source: IRFF, UNDG Iraq Trust Fund Newsletter, November 2007

SECTOR OUTCOME
TEAMS: UN AGENCIES
AND NGO PARTNERS

EDUCATION
UNICEF, UNESCO*

UN COUNTRY TEAMS POLICY GROUP WATSAN
UNICEF, UN-HABITAT*

HEALTH & NUTRITION
WHO, UNICEF*
HOUSING & SHELTER

UN-HABITAT, UNHCR*
ESSENTIAL

AGRICULTURE
Gol SOCIAL SERVICES FO%DCSECURIT/Y
MINISTRY OF PLANNING FAO, WFP*
AND
DEVELOPMENT
COOPERATION PROTECTION
) PROTECTION
COMPACT H COMPACT THEMATIC H
SECRETARIAT WORKING GROUPS
GOVERNANCE SUPPORT
GOVERNANCE & DEMOCRATIC PROCESSES
IRAQ STRATEGIC NATIONAL RECONCILIATION
REVIEW BOARD
RULE OF LAw
ER— PUBLIC SERVICE REFORMS
DEVELOPMENT CULTURAL HERITAGE
PRESERVATION

UNDP, UNOPS*

EcoNoMIC
DIVERSIFICATION &
INFRASTRUCTURE

SUPPORT
UNDP, ILO*

BAGHDAD-BASED AMI'VIAN-.BASED
To be reviewed in 6 months

*Represents UN sector lead and deputy lead agencies.

Notes:

1. Participation of various UNAMI offices and cross-cutting agencies implied thoughout the structure.

2. The entire structure is to be reviewed by year-end 2008.

3. Compact Thematic Working Groups address each primary area under the Compact: Governance, Economic Reform, Security,
and Energy and Social Services. Within each thematic sector, sub-working groups will be established, as necessary, to focus
on specific issues by importance.

Policy Group based in Baghdad, which focuses Under the Policy Group, Sector Outcome

on aligning UN Country Team initiatives to Teams have been developed to carry out the ini-
Compact priorities and the UN’s Millennium tiatives under each priority sector. These teams
Development Goals. The UN has identified these ~ comprise both UN agencies and GOI partners.**
priority sectors:"® Figure 2.41 illustrates the new structure.

» Essential Social Services UNAMT’s work focuses on the areas identi-

o Protection fied by the GOI as most important. During

o Governance December 2007, the return of refugees was the

o Economic Development primary concern of the GOI, followed closely by
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OBJECTIVES OF THE UNHCR APPEAL

Aid with improving the protection and availability of essential services for refugees and IDPs.

Enhance education opportunities for refugee children by providing financial and technical assistance to neighboring countries to
aid with strengthening the country’s national education system.

Expand availability of health services for refugees.

Endorse resettlement and processing of departures for vulnerable refugees to third countries.

Execute the UNHCR Rapid Response Plan, aimed to assist with the re-integration of 15,000 returnee families.

Expand UNHCR's response capacity.

Increase international awareness of the humanitarian situation and relay support for displaced Iragis who need protection and
assistance.

Develop the ability of Iraqi institutions to gather and analyze data, evaluate IDP needs, and protect and assist IDPs as needed.

Organize projects with UN and other international partners.

Source: UNHCR, “2008 Iraq Situation Supplementary Appeal,” January 8, 2008.

TABLE 2.41

the work to achieve a national political dia-

logue.®®

United Nations Assistance for

Refugees and IDPs

The GOI's Ministry of Displacement and Migra-
tion (MoDM) requested the UN’s assistance to
improve its ability to determine the magnitude
and difficulty of the refugee and internally
displaced persons (IDP) situation. Based on the
request, the UN developed an assistance initia-
tive which includes: giving technical advice as
requested by the GO, creating monitoring and
data collecting tools, supporting the voluntary
and safe return of IDPs, and supplying capacity-
building support to the GOI's MoDM.**!

On January 8, 2008, the UN High Commis-
sioner for Refugees (UNHCR) issued an appeal
for more than $260 million in funding from
the international community to support Iraqi
refugees, IDPs, returnees, and refugees from
third countries hosted in Iraq. Table 2.41 lists the
main objectives of the appeal.**

Also, the Arab League, which comprises
22 member countries, launched an initiative
during January 2008 to increase public aware-
ness and raise funds to assist refugees and IDPs.
The UNHCR will assist with the project; the
campaign will be aired on various television
stations throughout the Arab community and
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will include feature stories, documentaries, and
interviews with refugees.’”
For more information on refugees and IDPs,

see Section 2b of this Report.

Local Area Development Programme

On December 5, 2007, the GOI and the UN offi-
cially commenced the Local Area Development
Programme (LADP).** The LADP is a joint
effort of the GOI and seven®®® UN agencies.**
The focus of the program is to increase the
capacities of local authorities in Sulaymaniyah,
Babylon, and the marshlands. The program will
plan and execute local development in coordina-
tion with private sector and community leaders
and is expected to accelerate economic develop-
ment and improve essential services at the local
level.*

The LADP is currently funded through a $30
million contribution from the EC, which was
deposited through the UN Development Group
Iraq Trust Fund (UNDG ITF). Additionally, the
Swedish International Development Agency has
contributed approximately $2.4 million, specifi-
cally for social and basic infrastructure projects
in the marshlands.”®

United Nations Outlook for 2008
The UN has identified six key issues for 2008:

529

o refugees and IDPs
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WoORLD BANK IDA LOANS TO IRAQ (5 miLLions)

PROJECT APPROVAL IMPLEMENTING
NAME AMOUNT DATE AGENCY DESCRIPTION STATUS
Finances the construction of
. . approximately 82 new primary and
Egggasingirggngt $100 g&\)lsember Eﬂﬂg{i’ézf secondary schools in 15 provinces. Became effective on October 15, 2007.
) The project will directly benefit about
57,000 students.
Will rehabilitate and reconstruct Bec_ame effective on October 15, 2007.
. - Project was re-launched, after delays, at
Emergency Road - highways and village access roads and R .
S Ministry of f . a workshop in Amman during December
Rehabilitation $135 June 2006 f replace approximately three floating o ]
. Construction ) . ; 2007. Civil works and consultant services
Project bridges with permanent structures in ]
contracts have begun for highway
central and southern Iraq. IR .
rehabilitation in Erbil.
Part of Iraq’s overall Electricity . .
Master Plan, providing electricity Main ;o_nst_:ltmg contract for the
Dokan and in the Kurdistan region and to rehabilitation needs assessment was
Darbandihkan . b gton . approved in July 2007. Work on the
Emergenc $40 December KRG Ministry of  the interconnected national grid. contract was delaved until September
gency 2006 Electricity The project will directly impact . ~1ay 11 >ep S
Hydropower approximately 490 000 households 2007; progress is now satisfactory. Bidding
Project pp h y y ; ] documents are being prepared by a
and provide benefits for industrial consultant for the urgent rehabilitation
consumers. 9 :
Became effective on December 17,
2007. Rehabilitation works contract is
Emergency Aims to restore the base-load currently under negotiation. Technical
Electricity $124 March 2007 Ministry of generation capacity of the Hartha proposals for construction supervision are
Reconstruction Electricity Power Station and to build capacity currently being reviewed by the Ministry
Project in the Ministry of Electricity. of Electricity; the proposals should be
submitted to the World Bank in January
2008.
Total $399

Source: IRFFI, World Bank Operations in Iraq Data Sheet, December 31, 2007.

Note: Data not formally reviewed, audited, or verified.

TABLE 2.42

focused on assisting the GOI to implement its

Article 140, on Kirkuk and disputed terri-

tories (The deadline of December 31, 2007,
was extended for six months.>*)

presidency powers>!

Article 115, on the regions law/Executive

Procedures Law®*

Article 41, on personal freedoms™*

oil and gas laws®*

The UN programs in Iraq for 2008 will be

Through its International Development Asso-
ciation (IDA), the World Bank supplies loans

to improve social services, including education,

electricity, transportation, and water supply.

As of December 31, 2007, the World Bank has

approved four projects for Iraq through the IDA

loans, totaling $399 million.**¢ The Emergency

Electricity Project—a loan valued at $124 million

and co-financed by a $6 million World Bank
Iraq Trust Fund (ITF) grant—became effective

democratic initiatives.

WORLD BANK

The World Bank’s program aims to support
these GOI reconstruction efforts:**

« reinstating basic services

o aiding private sector development

« improving social safety nets

« enhancing public sector governance

on December 17, 2007. As of December 31, 2007,
no funding has been disbursed for these proj-
ects.”” For the status of these projects, see Table
242.

The World Bank also provides aid through
the ITF. The majority of World Bank aid sup-
ports projects in the Water and Sanitation,
Education, and Electricity sectors.”*® For a break-
down of total World Bank lending, by sector
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Figure 2.42
ACTIVE WORLD BANK LENDING
Source: IRFFI, World Bank Operations in Iraq Data Sheet (11/30/2007)
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Notes:
and approved funding through the World Bank Iraq Trust Fund.

2. Other includes: Economic Management and Social Protection, Rural

1. Data is based on both International Development Association lending
Development, Capacity Building and Public Administration, and

Environment.
(including both IDA loans and World Bank ITF),
see Figure 2.42.

INTERNATIONAL MONETARY FUND
The purposes of the IMF are to promote global
monetary cooperation, aid the growth of
international trade, support exchange stability,
encourage the creation of a system of payments,
and lessen poverty through these primary

activities:**
o Surveillance: provide communication and

policy advice to members and perform
regular economic reviews of each member

country.
Technical Assistance: provide technical

aid and training to member countries on

cial system regulation, and statistics.
Lending: provide an economic reform

subjects such as fiscal policy, monetary and
exchange rate policies, banking and finan-

program for the country to offer financi

IMF Stand-By Arrangement
On December 19, 2007, the IMF’s Executive
Board approved a successor SBA for approxi-
mately $744 million. The current SBA, which
had been in effect since December 23, 2005, was

canceled before approving the successor SBA.>*
The GOI intends to treat the new arrangement as
precautionary and does not plan to borrow the

money.>*
Under the new arrangement, aid for Iraq’s

economic program will continue through March
542

2009 with these primary objectives:
retain macroeconomic stability
assist in increasing investment and produc-

tion in the oil sector
advance key economic reforms that began

under the initial SBA
The successor SBA focuses on the following

fundamental structural reforms:***
improve the public financial management

system and the Central Bank of Iraq’s

(CBT’s) accounting structure
assist with restructuring of the state-owned

ial

support.
In 2005, the IMF entered into an initial .
Stand-By Arrangement (SBA) with Iraq to assist banks
the advancement of economic and financial « enhance governance in the oil sector
sector reforms.

Table 2.43 provides the structural perfor-
mance criteria and structural benchmarks for
the new SBA.

ON
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STRUCTURAL PERFORMANCE CRITERIA AND STRUCTURAL BENCHMARKS FOR THE NEW SBA
CRITERIA/BENCHMARK EXPECTED DATE

Structural Performance Criteria

Prevent restrictions that limit participation or bids in the CBI's currency auctions, except to prevent

money laundering and to aid with counter-terrorism initiatives. Continuous
Pass amendment(s) to the pension law to ensure the law is fiscally sustainable. 12/31/2007
Complete an external audit of the CBI's net international reserves data, as of December 31, 2007. 3/31/2008
Audit should include a count of gold and foreign exchange holdings that are held at the CBI.
Complete an external audit of the CBI's 2007 financial statements; audit should be completed in

N - N 6/30/2008
accordance with International Standards of Accounting.
Structural Benchmarks
Implement a recurring reconciliation of the following CBI accounts: local banks’ current accounts,
i 3/31/2008
intra-branch accounts, and suspense accounts.
Establish reserves management guidelines by the CBI. 3/31/2008
Complete the operational and financial audits of the two largest state-owned banks, Rasheed and 5/31/2008

Rafidain, for 2006 financial statements.

Adopt new weighting for the Consumer Price Index based on the 2007 household expenditure survey. 5/31/2008

Submit to the Board of Supreme Audit the final accounts of the federal budget for 2007 year-end. 6/30/2008
Complete census of all public service employees, including central government and military. 6/30/2008
Develop and implement an action plan to improve the financial management system. 7/31/2008
Finalize a thorough set of regulations for commercial banks. 7/31/2008

Publish the audit reports required by the Committee of Financial Experts and present the first semi-
annual including recommendations to the Council of Ministers (first semi-annual will be for the period 9/15/2008
of January through June 2008).

Create a periodic adjustment mechanism for fuel prices; adjustments will be based on changes in 9/30/2008
domestic production costs and import costs.

Implement an operational restructuring program for Rafidain bank addressing the audit findings. 9/30/2008

Implement an operation and financial restructuring program for Rasheed bank addressing the audit 9/30/2008
findings.

Submit the publication of the audited accounts of the federal budget for the 2007 year-end to the

Council of Representatives, in accordance with the Financial Management Law of 2004. 11/15/2008

Source: IMF, “IMF, Iraq, Request for Stand-By Arrangement and Cancellation of Current Arrangement,” December 5, 2007,
p. 37.

TABLE 2.43
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Based on its assessment of progress to date,

the successor SBA expects that during 2008:5*

+ Opverall GDP growth could reach 7%.

o Annual consumer price inflation will fall
to 12%.

o Net international reserves of the CBI could
reach $34 billion.

The IMF will continue to sponsor technical
assistance missions to provide training to Iraqis
on economic matters such as: fiscal, monetary,
financial sector, debt management policy, and
statistical capacity development.>*

The Deputy Managing Director of the
IMF’s Executive Board noted that the GOI has
advanced its economic program during 2006
and 2007, despite the security and political situ-
ation, and noted these signs of progress during
the past year:>*

o appreciation of dinar

o tightening of monetary policy

o reduction in inflation

o elimination of direct budgetary fuel subsi-
dies (except on kerosene)

o loosening of regulation on private fuel
imports

 adoption of new chart of accounts and
budget classification

o updated payments system

For additional updates on Iraq’s economic

progress, see the discussion of Economic Devel-
opment in Section 2b of this Report.
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IMF Role in Foreign Direct Investment
Increased Foreign Direct Investment is an
important part of the successful implementation
of economic reform. The IMF has supported the
creation of a functioning investment commis-
sion and prompt passage of hydrocarbon legisla-
tion.>*

One of the key components of both the
previous and new SBA is that Iraq should not
initiate new foreign exchange restrictions by
regulating participation in the CBI currency
auctions; the only exceptions would include the
prevention of money laundering and assistance
with counter-terrorism initiatives. Going for-
ward, the IMF will continue to prevent foreign
exchange restrictions and to support the legisla-
tion and initiatives aimed at economic reform.>**

Update on Bank Restructuring Program
The two largest state-owned banks, Rafidain
and Rasheed, operate under a Memorandum
of Understanding (MOU) between the Min-
ister of Finance (MOF) and the CBI that guides
bank restructuring requirements. The bank
restructuring initiative aims to increase the role
of private banks in the financial and economic
sector.>®

The Rafidain and Rasheed banks represent
approximately 90% of the banking transactions
in Iraq, and restructuring is being led by the
World Bank and IMF. Discussions have been
held between the World Bank and IMF on the
remaining three state-owned banks—Agri-
culture Bank, Real Estate Bank, and Industrial
Bank, and a decision has not yet been made



on their future. An Action Plan was developed
to support the MOU, which includes specific
tasks to meet the 46 mandated items to be
addressed.>

This quarter, an external international audit
firm began to perform operational and financial
audits of both Rafidain and Rasheed. This is
considered a key step in the overall restructuring
process.>!

On December 6-9, 2007, the IMF hosted a
bank restructuring workshop to discuss the
financial and operating requirements remaining
to meet the bank restructuring benchmarks.
Attendees also considered how the external
audits of the banks will affect the bank restruc-
turing program. The workshop was attended
by individuals from the CBI, MOF, Board of
Supreme Audit, state-owned banks, IMF, World
Bank, and U.S. Department of the Treasury.>*

EUROPEAN COMMISSION

The EC provides support for Iraq reconstruction
both through bilateral projects and the Inter-
national Reconstruction Fund Facility for Iraq
(IRFFI). The EC currently has five staft working
in Irag—their work is primarily focused on
maintaining diplomatic relations with the GOI
and other key international players in Iraq.”

European Commission Support

On December 12, 2007, the EC announced a
$73.38 million grant. The assistance is aimed
at expanding health and education services for
Iraqi refugees in Syria and Jordan.>*

INTERNATIONAL SUPPORT FOR IRAQ RECONSTRUCTION

The EC has partnered with other organi-
zations to sponsor projects supporting Iraq’s
reconstruction, including:**®
o teamed with the International Organization

for Migration to provide assistance to the

GOI elections
o collaborated with the UN Office of Project

Services (UNOPS) to assist Iraqi NGOs that

are working on human rights and anti-tor-

ture initiatives

» worked with the International Management
Group to provide technical assistance to the
GOI

The EC’s Assistance Program for Iraq during
2007 included five new operations, totaling more
than $130 million, supporting:>*

« Electoral Process—$29.44 million

o Public Financial Management Reform—
$29.44 million

o Rule of Law and Justice—$20.61 million

o Refugees: Aid to Jordan’s Education System
to increase the educational opportunities
available for Iraqi refugees—$39.28 million

o Refugees: Assistance to Syria’s public health
facilities to increase availability of medical
assistance for Iraqi refugees—$13.25
million

Additionally, the EC has provided financial
assistance through the IRFFI—the EC is the top
donor in terms of deposits to IRFFI with $687.36
million in deposits to the two funds under
IRFFL>” On December 13, 2007, the EC signed
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an agreement to provide approximately $29
million of additional funding to the World Bank

ITF for Public Finance Management Reform.>*

Trade Progress

The EC and Iraq are actively working to devel-

oping a Trade and Cooperation Agreement

(TCA). The third round of negotiations took

place November 27-28, 2007,>° when the EC

reinforced these priorities for Iraq under the

TCA»>%

o Strengthen relations with the EC.

o Advance bilateral trade in agreement with
World Trade Organization principles.

o Bolster trade agreements with the EC.

o Continue assimilation into the world econ-
omy and return to normalized business
relations with the international community.

The fourth and fifth rounds of negotiations
are expected to occur during February and June
2008. Both the GOI and EC have expressed their
interest in completing the negotiations as soon as

561

possible.

Support from Donor Countries
As noted earlier in this Report, Iraq is returning
to normalized bilateral relations with the inter-
national community, giving the United States
less visibility into donor pledge funding. As a
result, this quarter, SIGIR revised its method-
ology for reporting donor pledge figures, using
the NEA-I figure of nearly $15.826 billion in
international pledge funding for Iraq reconstruc-
tion (excluding the United States).>*
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Based on data from the DAD, commitments
have increased by $759.46 million since last
quarter, resulting in a total of nearly $4.56 bil-
lion. Disbursements have remained virtually the
same at a total of approximately $2.49 billion.>*

Despite the difficulty in reporting on inter-
national support to date, SIGIR can report that
Japan and the United Kingdom have been two
of the major international donors to Irag; both
of these countries have supported reconstruc-
tion efforts across Iraq with projects in various
sectors.

JAPAN

After the United States, Japan has provided the
most financial assistance for Iraq reconstruction,
with a package totaling $5 billion. This includes
approximately $1.5 billion in grant aid to meet
immediate reconstruction needs and approxi-
mately $3.5 billion, mainly through Japanese
Official Development Assistance (ODA) Loans,
to assist with medium-term needs.>**

The Government of Japan has also pro-
vided humanitarian assistance in Iraq. During
November 2007, Japan granted emergency aid
of $5.18 million specifically aimed at improving
conditions for IDPs and refugees.**

As of August 2007, the $1.5 billion in grant
aid has already been obligated and disbursed for
projects across the sectors, although most has
funded Electricity (30%) and Health/Medical
Care (22%). For details on Japanese assistance by
province, see Figure 2.43.%

In July 2007, Japan signed ten exchange notes
for ODA loans that will finance projects up to
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Figure 2.43

JAPAN ASSISTANCE MAP

Source: Embassy of Japan in Irag, Response to SIGIR Data Call (12/3/2007)

NINEWA

Rehabilitation of Mosul Gas Turbine Power Station
Rehabilitation of Mosul Hydroelectric Power Station
Rehabilitaion of General Hospital in Mosul
Reactivation of Primary Education

Irag Reconstruction and Employment Program

KIRKUK
Rehabilitation of General Hospital
Community Rehabilitation Project

DAHUK

Rehabilitation of General Hospital

Conflict Victim Assistance

Strengthening Basic Health Services for Children and Women

ERBIL

Rehabilitation of General Hospital

Conflict Victim Assistance

Strengthening Basic Health Services for Children and Women

SULAYMANIYAH
Conflict Victim Assistance
Strengthening Basic Health Services for Children and Women

® BAGHDAD

SALAH AL-DIN

Rehabilitation of Tikrit Hospital

Rehabilitation of Taji Gas Turbine Power Station
|

° Provision of Water Purifiers

Provision of Armored Vehicles

ANBAR

Rehabilitation of Ramadi Hospital
|

WassIT

Rehabilitation of General Hospital
in Kut
\

QADISSIYA
Rehabilitation of General Hospital in Diwaniya
Iraq Reconstruction and Employment Program

Provision of Fire Trucks

Restoration of Elementary Schools and
Technical Schools

Provision of furniture and Play Equipment to a
Disabled Children Center

Provision of Medical Supplies to Health
Clinics

Improvements to Sewage and Drainage
Restoration of Elementary and Middle
Schools, Occupational Schools, and Teacher
Training Schools

Supply of Sports Equipment to the National
Olympic Committee of Iraq and Iraqi Judo
Federation

Project for Reactivation of Primary Education

NAJAF
Rehabilitation of General Hospital in Najaf
Reactivation of Primary Education

Iraq Reconstruction and Employment
Program

Emergency Rehabilitation of Al Kadhimiya
Teaching Hospital

MUTHANNA
Provision of Armored Vehicles
Provision of Fire Trucks

Rehabilitation and Provision of Equipment to Al
Samawa General Hospital

Provision of Equipment to Primary Health Centers in
Muthanna

Provision of Equipment for Solid Waste management
in Al Samawa

Construction of Diesel Power Station in Al Samawa
Program for the Police Training

Provision of Water Tank Trucks, Water Purifiers, and
Water Supply Tanks to the Water Department of
Muthanna

Establishment of 4 wells in Al Busayyah
Assistance for the Reconstruction of Roads
Provision of Equipment for Police in Al Samawa

Provision of Equipment for Muthanna Border Police
Station

Iraq Reconstruction and Employment Program

Community Rehabilitation Project

MissAN
Rehabilitation of General Hospital in Amara

Irag Reconstruction and Employment

NATIONWIDE Program
Provision of Mobile Substation
Provision of Equipment for Solid Waste and Sewage
Management
THI-QAR

Provision of Police Vehicles

Provision of Police Bus and Motorcycles

Provision of Ambulances

Improvement of Trunk Communication Network
Improvement of Transit Switches

Supply of Trucks for Reinforcement of the Transporta-
tion of the Iraqi Red Crescent Society

Emergency Humanitarian Assistance

Emergency Obstetric Care Programme Iraq Reconstruction and Employment Program
Emergency Assistance for Internally Displaced Capacity Building of Law Enforcement

Persons (IDPs) Capacity Building in Integrated Border Management at
Community Stabilization for IDPs and Host the Southern Borders of Iraq

Communities Provision of Vehicles and Medical Equipment, to
Mutual Aid Organizations

Dredging of the Umm Qasr Port

Rehabilitation of General Hospital in Nassriya
Iraq Reconstruction and Employment Program

BASRAH

Provision of Fire Trucks

Emergency Rehabilitation of the Hartha Power Plant
School Rehabilitation Project

Food Assistance to Vulnerable Groups
Program for Human Security and Stabilization
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$2.1 billion. The exchange notes provide loans at
an interest rate of 0.75% and a repayment period
of up to 40 years, including a 10-year grace
period.>® Details of the ten projects are high-
lighted in Table 2.44.

UNITED KINGDOM

The Department for International Development

(DFID) oversees the United Kingdom’s (UK)

assistance to poor countries. The UK’s primary

objective in Iraq is to build the capacity of the

GO, and in particular, to expand the GOI’s

capability to provide security and essential ser-

vices to the Iraqi people. The DFID has identified

these five key initiatives:*®

o providing expert assistance to key minis-
tries within the GOI

» working through the Provincial Recon-
struction Team in southern Iraq to support
provincial authorities to improve services at
the local level

o delivering improvements to power and
water supplies in southern Iraq

« supporting Iraqi civil society and the cre-
ation of an independent media

« funding humanitarian agencies working in
Iraq and the region to provide emergency
relief to IDPs and refugees

For examples of projects supported by the
UK, see Table 2.45.

150 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

INTERNATIONAL SUPPORT FOR IRAQ RECONSTRUCTION

International Reconstruction
Fund Facility for Iraq

The International Reconstruction Fund Facility
for Iraq (IRFFI) is one of the principal mecha-
nisms for international donor funding. This
donor fund was created by the UN and World
Bank for donor countries to channel funding for
a coordinated international assistance effort. On
October 29, 2007, at the 6" IRFFI Donor Com-
mittee meeting, the Donor Committee adopted
arevised Terms of Reference that strongly links
the IRFFI to the Compact.>® This reinforces the
role of the Compact as the primary mechanism
for international donor support.””® Additionally,
IRFFI's management structure will be aligned
with the Compact: the IRFFI Executive Com-
mittee’s primary responsibility will be to assist
in the coordination between the IRFFI and the
Compact.””!

Operations for the IRFFI were extended until
2010°7 signifying the importance of coordi-
nating donor support. The Donor Committee
noted in its “Review of the Terms of Refer-
ence” that there were various opinions of donor
country representatives on whether IRFFI would
be allocated additional funding or its role would
be focused on overseeing implementation of
donor projects.®”

At the most recent meeting, donors empha-
sized these priorities for the IRFFI:*"
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JAPANESE ODA LOAN PROJECTS ($ miLLions)

PROJECT AMOUNT LOCATION DESCRIPTION E/N SIGNED COR APPROVED PC APPROVED
Crude Oil Expert Facility Construction of an on-shore/off-shore
Rehabilitation Program $421 Fao pipeline to export _o_ll. Installation of off- 4/9/2007 7/29/2007 Not yet approved
shore loading facilities.
Basrah Water Supply Improve water supply facilities in Basrah
Improvement Project $361 Basrah City and surrounding areas. 7/31/2007 Not yet approved  Not yet approved
Al-Musayab Thermal Power Suburb of Rehabilitate existing units of thermal
Plant Rehabilitation Project $309 Baghdad power plants. 171072007 9/24/2007 117412007
Electricity Sector Supply machinery and materials to
¥ € . $274 Nationwide  stabilize the power supply. Project will ~ 4/9/2007 7/29/2007 Not yet approved
Reconstruction Project R L
target areas of high priority.
Renovate the Port of Umm-Qasr and
surrounding areas by dredging the
Port Sector Development $254 Basrah shipping lanes, eliminating wrecked 1/10/2007  9/24/2007 11/4/2007
ships, and rehabilitating the port
facilities. Provide equipment and
materials such as dredgers.
Khor Al-Zubair Fertilizer Supply machinery for Kohr Al-Zubair
Plant Rehabilitation Project $152 Basrah Fertilizer Plant. 4/9/2007 712512007 Not yet approved
. . Supply machinery and materials for
Electricity Sector Dahuk, Erbil, p I
Reconstruction Project $124 Sulaymaniyah power t_ransfor_matlon a_nd distribution ~ 7/31/2007 Not yet approved  Not yet approved
system in Kurdistan Region.
Provide irrigation drainage pumps,
Irrigation Sector Loan equipment, and materials for
Prog ram $80 Nationwide  maintaining the operation of irrigation ~ 1/10/2007 9/24/2007 11/4/2007
9 channels in areas where agriculture is of
central importance.
Construction and rebuilding of bridges
Samawa B_rldges _and Roads $28 Al-Samawa over the Eu_phrates R_|ver; construction 1/10/2007 9/24/2007 11/4/2007
Construction Project of connecting roads in Al-Samawa and
surrounding areas.
Engineering Services for Construction of a new plant to increase
Basrah Refinery Upgrading $17 Basrah the productivity of refining gasoline and 1/10/2007 9/24/2007 11/4/2007
Project other products in the existing refinery.
Total $2,020
Notes:
1. Source for project description: Japan Ministry of Foreign Affairs, Japan’s Assistance to Iraq Fact Sheet, August 2007.
2. Source for amount and dates: Japanese ODA Loan Progress Chart, Embassy of Japan in Iraq, response to SIGIR data call, December 3, 2007.
3. Source for location: Yen Loan Project Location Map, Embassy of Japan in Iraq, response to SIGIR data call, December 3, 2007.
4. E/N is abbreviation for Exchange Notes.
5. CoR is abbreviation for Council of Representatives.
6. PCis abbreviation for Presidency Council.

TABLE 2.44
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UNITED KINGDOM: SAMPLE PROJECTS

INITIATIVE

SELECTED ASSISTANCE ACTIVITIES

Providing expert assistance to key
ministries within the GOI

* The Ministry of Finance (MOF) — Project valued at £13 million to help develop and execute economic reform aimed
at the poorest population. The project is focused on: (1) improving the GOI's management of the economy, (2)
assisting the GOI with structural reforms, and (3) aiding the GOl with developing domestic investment.

¢ GO, including the Prime Minister’s Office — Team of five full-time individuals in the Prime Minister’s Office; this
team also helps the Council of Ministers Secretariat with the operating of the Cabinet committee.

e Southern Provinces — Support UK-led PRT team in Basrah.

¢ Provincial Government officials and local Iraqgi engineering firms in the South — Provide information to local
contractors and Provincial Government official on best practices for infrastructure delivery and project
management.

Working through the Provincial
Reconstruction Team in southern
Iraq to support provincial
authorities to improve services at
the local level

¢ PRT team in Basrah is led by UK.
e Assist with Basrah Provincial Council’s three-year development strategy to plan and execute essential repairs to
roads, water and sewage infrastructure, and power generation.

Delivering improvements to
power and water supplies in
southern Iraq

Projects completed:

* Water training center in Basrah to assist in training of Iragi engineers, center opened in March 2006
e Assisted Iragi Ministry of Electricity with repairs to a 90-meter chimney at Al-Hartha power station
* Replaced damaged turbines at a power plant in southern Iraq; completed in July 2006

Projects in process or planned:

e Construction of three new water towers in Basrah. Project is expected to provide 250,000 people with clean
drinking water.

e Construction of new gas pumping station; new station will increase the gas available to two power stations
currently in southern Iraqg. Project is estimated to provide Iragis an extra 20MW of power and secure an additional
30MW.

» Refurbish existing water pumping station and a reverse osmosis unit. This project will provide an estimated
250,000 Iraqis in the Basrah area with access to clean drinking water.

Supporting Iraqi civil society and
the creating of an independent
media

¢ Provided voter education seminars to over 300,000 Iraqis across Iraq to aid the January 2005 elections.

¢ Provided election coverage training for Iraqgi journalists and facilitated political awareness discussion groups for
women.

¢ Arranged constitutional awareness workshops for young female students.

e Facilitated several independent TV and radio stations.

Funding humanitarian agencies
working in Irag and the region
to provide emergency relief to
internally displaced people and
refugees

e Provided over £125 million in humanitarian relief to meet the urgent needs.

Source: United Kingdom, Department for International Development Country Profiles: Iraq, January 2, 2008.

TABLE 2.45

152 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION



PRIORITY INITIATIVES FOR IRFFI

INTERNATIONAL SUPPORT FOR IRAQ RECONSTRUCTION

-

economic growth.

Improve policies, strategies, and related institutional development that are sensitive to social inclusiveness and

2 Enhance key sectors of local economy in most-deprived areas.
3 Sustain agricultural development, food security, and natural resource development.
4 Strengthen electricity and transportation sectors for rapid economic growth.
5 Increase access to safe water, improved sanitation, sewage treatment, and solid waste collection/disposal.
6 Improve access, attendance, and completion of quality education at all levels, including vocational training.
7 Enhance access to quality health and nutritional services.
8 Improve delivery system for housing and shelter.
9 Strengthen human rights monitoring, reporting, and protection system and services.
10 Increase participation in free and fair elections.
11 Strengthen national dialogue for reconciliation.
12 Empower civil society, including media members.
13 Enhance rule-of-law framework in line with international standards.
14 Strengthen local governance for effective service delivery and sustainable livelihoods, improved security (mine

threats).

Source: UNAMI, Compact Priority Sectors for IRFFI Projects in 2008 — Working Document, received December 18, 2007.

TABLE 2.46

« support the GOI with the challenges of exe-
cuting the budget and using Iraq’s resources
to improve the delivery of essential services

o assist with increasing capacity development

o implement initiatives/projects in sectors
considered of high priority by donor coun-
tries and the GOI

Because the majority of its funds have already
been allocated, IRFFI’s efforts will focus on
implementing, monitoring, and evaluating
existing projects.””” Any new programs and proj-
ects sponsored by IRFFI will be selected under
the framework of Iraq’s National Development
Strategy (NDS) and the Compact.*”

On December 8, 2007, the IRFFI executive
committee set a priority list for programs linking
the UN Country Team outcomes, Compact
benchmarks, and Compact action items based
on priority sectors for 2008.%” Table 2.46 lists the
priority initiatives.

IRFFI guides donor funding and coordinates
monetary support for Iraq’s reconstruction and
development through two trust funds—the
World Bank ITF and the UNDG ITE.>"®

Twenty-five donors have committed $1.766

billion to the two IRFFI funds.””® The increase of
$15 million from last quarter is from additional
commitments made by South Korea—$5 million
to the World Bank ITF and an additional $10
million to the UNDG ITFE. Nearly 98% of IRFFI
commitments have been deposited.**

WORLD BANK IRAQ TRUST FUND

The World Bank ITF is one component of

the overall World Bank program in Iraq. As

of November 2007, 17 donors have deposited
$464.6 million in funding to the World Bank
ITF. Nearly all of the donor deposits ($436.7
million) have been approved for specific projects.
However, only $125.9 million of this funding has
been disbursed.”® See Figure 2.44 for the status
of funding.**

On December 13, 2007, the EC signed an
agreement with the World Bank to provide an
additional $29 million in funding for the World
Bank ITE. This funding is specified to support
Public Finance Management Reform.*** For
details of the top five donors to the World Bank
ITF, in terms of deposits, see Table 2.47.

The World Bank ITF currently has 14 active
projects, implemented mainly by the GOI. Two
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Figure 2.44

WORLD BANK IRAQ TRUST FUND — STATUS OF FUNDS
$ Billions, Total Committed $.467

Source: IRFFI, World Bank Operations in Iraq Data Sheet,
(11/30/2007)

j———— ToTAL DEPOSITED $.465 ——]

ToTAL CONTRACTED
$.237 —

TOTAL DISBURSED
$.126

Notes:

1. Numbers are affected by rounding.

2. Source for contracted amount: IMF, “IMF Staff Report for Request for
Stand-By Arrangement and Cancellation of Current Arrangement -
Informational Annex,” December 5, 2007, p. 7.

3. Commitment is a legally binding contribution to the fund; deposit is
actual cash received by the fund; contracted is amount under contract for
a project; disbursed is amount paid to a vendor or entity.

active projects are implemented directly by the
World Bank ITF. Additionally, two projects have
been completed.”*

Only one project was approved during
2007—Emergency Electricity Project, for $6
million, which was approved during March. This
project is being co-financed by an IDA credit.”®
On December 17, 2007, this project became
effective.”®

During December 2007, two new schools
were opened in Anbar that were financed by
the World Bank ITF—the Emergency School
Construction and Rehabilitation Project. More
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WoRLD BANK ITF: TOP FIVE DONORS (5 miLLions)

DONOR DEPOSIT AS OF NOVEMBER 2007
European Commission $150.0
Japan $130.6
UK $71.4
Canada $26.7
Spain $20.0

Source: IRFFI, World Bank Operations in Iraq Data Sheet,
November 30, 2007.

TABLE 2.47

than 800 students will attend these schools. The
construction was managed by the Ministry of
Education and used local contractors.>”

Seven of the active projects account for
approximately 81% of the total approved project
funding—see Table 2.48 for details of these
projects.

On October 23, 2007, the World Bank
completed a Country Portfolio Performance
Review (CPPR) for Iraq; the purpose of a CPPR
is to improve the implementation and impact of
projects financed by the World Bank. The review
covered 11 projects financed by the World Bank
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WORLD BANK IRAQ TRUST FUND: SNAPSHOT OF SELECTED PROJECTS

PROJECT APPROVAL |IMPLEMENTING
NAME AMOUNT DISBURSED DATE AGENCY DESCRIPTION STATUS
Finances water sgpply an_d . Rehabilitation work, valued at $71
sanitation rehabilitation in nine T n . .
o Lo million, is in progress. During this
Emergency Water cities, and urban reconstruction in uarter. the Ministry of Municipalities
Supply, Sanitation, Ministry of the poorest areas of three cities. a L Ty p
December IRt . ) and Public Works finished a
and Urban $110.0 $18.6 Municipalities and The project benefits more than . -
2004 K A o nationwide water and wastewater
Development Public Works two million people. Additionally, survey. A national water sector stud
Project the project offers capacity- Y- ay
- . was expected to be completed during
building support through training
: . December 2007.
and technical assistance.
Mayoralty of Baghdad contracted
Assists in restoring basic water consultants to develop tender
Emergenc supply and sanitation services in documents and designs for the
gency L Baghdad through reconstruction  construction phase. Contracts for
Baghdad Water December Municipality of R o L .
$65.0 $7.7 and rehabilitation of existing $6.3 million have been signed for
Supply and 2004 Baghdad -
o . priority networks and treatments  goods and works. The mayoralty also
Sanitation Project S S )
facilities, as well as providing has recruited a team to develop and
capacity building support. execute a city development plan for
Baghdad.
Major rehabilitation has been
completed for 133 schools. Project
Aims to improve learning has benefited 46,000 students
conditions in primary and so far. The rehabilitation portion
Emergency School secondary schools through the of the project was completed in
Construction and $60.0 $16.7 October Ministry of construction of 56 new schools 2005. The construction portion is in
Rehabilitation . 2004 Education and major rehabilitation of 133 progress but the scale of this portion
Project schools. Project is expected was reduced since the dinar has
to benefit more than 100,000 appreciated. As of November 2007,
families. there were 30 new schools under
construction. Two of these schools
opened during December 2007.
Assists with capacity building Work has begun on the installation
Ministry of aimed to increase growth of the telecommunications network.
First Private Sector N ) Planning and and |nv§_stment |r'11th_e prll\llat_e Cog;c_ra_cts P_\avt_a been awarded for
Development $55.0 4.4 November Development sector. Finances the installation public institution component,
g 2004 h of a high-capacity national competitive component, and
Project Cooperation and I IS K inf
ITPC telecommunications networ payment system infrastructure.
to improve the communications Approximately 95% of the project
infrastructure. amount has been committed.
Aids with the rehabilitation Completed rehabilitation of four
Emergency of emergency services in nine hospitals and work is in progress
Health Sector November .. . hospitals; project was scaled back  for three additional hospitals. The
Rehabilitation $25.0 $8.4 2004 Ministry of Health from initial target of 12 hospitals.  rehabilitation of the remaining two
Project Project also provides equipment hospitals was expected to begin
and essential drugs to 12 hospitals. during January 2008.
E Finances small-scale, labor- Completed 20 sub-projects, which
mergency : ive civil K h benefited imatel
Community o intensive civil works programs. ave benefited approximately
December Ministry of Water Project is expected to improve 121,500 farmers. There are two
Infrastructure $20.0 $16.0 . o A .

L 2004 Resources approximately 80,000 hectares of  remaining sub-projects which have
Rehabilitation or d land and benefi b initiated: th . d
Project irrigated land and benefit more een initiated; these are estimated to

than 130,000 farmers. be complete by February 2008.

Project will: (1) assist the creation

f)f national d|sab|l|_t|es policy; (2) The design and bid submissions for

improve the capacity of the GOI eight disability centers have begun
Emergency and other partners to meet the 9 . Y gun.
Disabilities $19.5 $1.5 November Ministry of Health needs of disabled individuals; This step is expected to b.e completed

: . 2005 Lo S by January 2008. The project had

Projects (3) provide improved equipment

and infrastructure for selected
rehabilitation and prosthetic
centers.

some delays in procuring goods but
now the project is progressing.

Source: IRFFI, World Bank Operations in Iraq Data Sheet, November 30, 2007.

TABLE 2.48
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COUNTRY PORTFOLIO PERFORMANCE REVIEW: PRIORITY ISSUES AND RECOMMENDATIONS

WORLD BANK ISSUE RECOMMENDATION

Lack of a central government counterpart that
oversees the World Bank’s portfolio and that
can work across ministries to address project
bottlenecks and troubleshoot as needed

¢ GOI to appoint a technical-level counterpart to help monitor project progress and address
implementation impediments. Through such a counterpart, the World Bank and the government
can seek to resolve various issues identified in the CPPR.

® Project teams to identify funding shortfalls and opportunities to restructure projects to maximize
impact of remaining funds and to reallocate to components that can be completed by the closing
Project financing shortfalls due to currency date.
fluctuation and price escalation ¢ Bank will provide GOI with a summary of project financing shortfalls for a decision on how to
address each shortfall (additional financing from the World Bank ITF, government co-financing,
project restructuring, etc.)

¢ World Bank to formally approve the use of Designated Accounts (revolving advance account from
the World Bank) for two projects on a pilot basis, to provide needed liquidity and reduce payment
delays.

e World Bank to hold high-level discussions with the Ministry of Finance to resolve all remaining
project account issues and to ensure adequate liquidity to Iraqi project accounts.

Delays in making payments to contractors

Source: World Bank, “Iraq Country Portfolio Performance Review,” October 23, 2007.

TABLE 2.49

UNDG ITF: ADDITIONAL DONOR DEPOSITS SINCE JULY 2007 ($ miLLions)

DoNoORrR ADDITIONAL GROSS DEPOSIT SINCE JULY 2007
Spain $30.54
South Korea 10.00
EC 8.55
Total $49.09

Source: IRFFI, UNDG Iraq Trust Fund Newsletter, November 2007.
Note: Change is based on difference between IRFFI, UNDG Iraq Trust Fund Newsletter,

November 2007 reported deposits and IRFFI, UNDG Iraq Trust Fund Newsletter, July 2007
reported deposits.

TABLE 2.50

UN DEVELOPMENT GROUP IRAQ
TRUST FUND

ITF and implemented by the GOL**
The CPPR identified three issues as priorities

for resolution and provided recommendations
on how to improve these matters.”® Table 2.49
provides details on the issues and recommenda-
tions.
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The UN Development Programme (UNDP)
manages the UNDG ITF. Twenty-five donors
have committed nearly $1.30 billion to the
UNDG ITF—an increase of $10 million above
last quarter.”®

Of the total commitments, nearly $1.27
billion has been deposited, as of November 30,
2007. Since last quarter, deposits have increased
by nearly $50 million.* Table 2.50 provides
details on the additional donor deposits that

have been made since July 2007.
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UNDG ITF: Topr FIVE DONORS s MILLIONS)

GROSS DEPOSIT
AS OF NOVEMBER

INCREASE FROM

DONOR 2007 JuLy 2007
European Commission $537.36 $8.55
Japan $360.95 $0
Spain $93.17 $30.54
Canada $63.79 $0
UK $55.54 $0

Source: IRFFI, UNDG Iraq Trust Fund Newsletter, November 2007.

Note: Change is based on data from IRFFI, UNDG Iraq Trust Fund Newsletter, July 2007.

TABLE 2.51

UNDG ITF: TOP FIVE IMPLEMENTING AGENCIES ($ MILLIONS)

APPROVED FUNDING CHANGE NUMBER OF CHANGE
AGENCY AS OF NOVEMBER 2007 FROM JULY 2007 PROJECTS FROM JULY 2007
UN Development Programme $301.91 $5.22 30 2
UN Office for Project Services $185.59 $8.42 27 2
UN Children’s Fund $153.15 $3.40 20 2
World Health Organization $105.57 ($5.14) 18 1
Food and Agriculture $87.45 $1.72 10 1

Organization of the UN

Source:
IRFFI, UNDG Iraq Trust Fund Newsletter, November 2007.

Note:
1. Top five is determined based on total approved funding.

2. Change is based on data from IRFFI, UNDG Iraq Trust Fund Newsletter, July 2007.

TABLE 2.52

Funding Details

Currently, 16 UN agencies are implementing 132
projects with more than $1.079 billion in fund-
ing.** Since July 2007, an additional 23 projects
have been closed for a total of 48 projects closed
since the UNDG ITF’s inception.** The top five
donors in terms of deposits and top five imple-
menting agencies are highlighted in Table 2.51
and Table 2.52.

Of the approved funding, $806 million (75%)
has been contracted, and $700 million (65%) has
been disbursed.”* See Figure 2.45 for the status
of UNDG ITF funding.

Infrastructure rehabilitation is the sector
supported with the most approved funding, fol-
lowed by education and culture, and support to

Figure 2.45

UN DEVELOPMENT GROUP IRAQ TRUST FUND

STATUS OF FUNDS

$ Billions, Total Committed $1.30

Source: IRFFI, UNDG Iraq Trust Fund Newsletter, November 2007

j———— TotAL DEPOSITED $1.27 —————]

TOTAL CONTRACTED

$.806
TOTAL DISBURSED
$.700
Notes:
1. Numbers are affected by rounding.
2. Commitment is a legally binding contribution to the fund; deposit is

actual cash received by the fund; contracted is amount under contract
for a project; disbursed is amount paid to a vendor or entity.

JANUARY 30, 2008 | REPORT TO CONGRESS | 157



INTERNATIONAL SUPPORT FOR IRAQ RECONSTRUCTION

Figure 2.46 Figure 2.47

UNDG ITF COMMITMENTS BY SECTOR

COMPARISON OF 2004 TO 2006 VERSUS 2007

$ Millions

Source: IRFFl, UNDG Iraq Trust Fund Newsletter, November 2007

UNDG ITF APPROVED FUNDING BY SECTOR
$ Millions
Source: IRFFI, UNDG Iraq Trust Fund Newsletter, November 2007

Total Commitments
$115.88

—1%

Total Commitments
$690.18
100% — 3%
—4%
13% 18%

75% 7-7 16%

50% ——
—2%

18% 18%
25% — —_— —
Number of
Approved Funding Projects
I 0
. Infrastructure Rehabilitation $254.43  24% 28 July 2004 to January 2007 to
. Education and Culture $191.25  18% 26 December 2006 November 2007
Support to Electoral Process $188.78 18% 1
Health and Nutrition $155.62 14% 21 Refugees, IDPs, and Durable Solutions
. Agriculture, Food Security, Environment Governance and Human Development
and Natural Resource Management $152.42 14% 22 Agriculture, Food Security, Environment
. Governance and Human Development $11233  10% 20 and Natural Resource Management
Refugees, IDPs, and Durable Solutions $23.76 2% 5 . Health and Nutrition
Pilgrim Stampede Micro-Grant $0.30 0% 1 Support to Electoral Process
Education and Culture
Note: Numbers are affected by rounding.
. Infrastructure Rehabilitation
Note: Numbers are affected by rounding.
the electoral process. For a breakdown of sector Project Updates

funding, see Figure 2.46.

Comparing the timeframe of 2004-2006 to
2007, commitments and disbursements have
generally declined. Overall, 86% of total com-
mitments were made during 2004-2006, and
84% of total disbursements were made during
2004-2006. At the sector level, funding focus
has shifted away from projects supporting the
electoral process; this sector represented 24% of
the total commitments made during 2004-2006,
but only represented 2% of the total commit-
ments made during 2007. During 2007, Gover-
nance and Human Development and Health and
Nutrition have become more prominent sectors
for international funding compared to 2004-
2006.%

Figure 2.47 shows a comparison of the sector
breakdown based on the total commitments
made from 2004-2006 versus 2007. This figure
illustrates the changes in sector focus over the
two time periods.
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From January 1 to September 30, 2007, 25 new
projects were financed with total approved
funding of $177.66 million. UN agencies have
recognized the need to develop partnerships
which should improve the coordination of
project development and implementation. There-
fore, the UN created 14 of the new projects as
joint initiatives with other organizations.”®

UN agencies have noted some challenges
in implementing projects—these agencies
estimated that 11-22% of their projects have
experienced severe implementation problems
and 55-80% of their projects have experienced
moderate problems. Project completion has also
experienced some difficulties. Overall, projects
have experienced delays of between 12 and
24 months compared to original estimates of
completion times.*’





