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MESSAGE FROM THE SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

The Office of the Special Inspector General for Iraq Reconstruction (SIGIR) provides oversight of all appro-
priations, obligations, and expenditures associated with relief, reconstruction, and rehabilitation activities in
Iraq. Since 2004, SIGIR has produced 20 Quarterly Reports to the Congress (including this one), 135 audits,
141 inspections, and 4 lessons-learned reports. SIGIR’s oversight work has saved or recovered more than
$81 million in U.S. taxpayer funds and has put $224 million to better use.

This 20th Quarterly Report appears virtually upon the anniversary of my appointment as Inspector General
five years ago and precedes by two days the release of Hard Lessons: The Iraq Reconstruction Experience, which
completes SIGIRs Lessons Learned Initiative. Taken together, these two new reports provide a comprehensive
and coherent picture of both the course and the current state of Iraq reconstruction. The full text of Hard
Lessons will be available on SIGIR's website, www.sigir.mil.

As Section 1 of this Report observes, Iraq is entering a new era, embodied by a number of important changes:

« new elections—local, provincial, and national—that will change the face of Iraq’s government

o new leadership for the U.S. reconstruction program, with the approaching appointment of a new
U.S. Ambassador to Iraq

o anew level of sovereignty for the Iraqi government effected by the new U.S.-Iraq Security Agreement

o anew Administration in Washington, bringing new policies that will shape the continuing U.S.
commitment to Iraq

Section 1 also applies recommendations from SIGIR's Hard Lessons report to the current reconstruction
program and provides important insights on Iraq reconstruction in 2009 through interviews with Ambassador
Ryan Crocker, General Raymond Odierno, and Minister of Planning Ali Baban.

In November 2008, I made my 21st trip to Iraq, and it proved, in many respects, to be the best to date.
Traveling with a SIGIR inspection team to see the new Anbar Rule of Law Complex in Ramadi, I was pleased
to find a good project nearing completion. Part 4 of this Report contains a detailed summary of SIGIR’s
assessment of this justice center. Also notable during our visit was the absence of any violence, a salutary sign
in a place formerly plagued by lethal insurgent activity. A visit to the provincial reconstruction team in Hilla,
about a 40-minute helicopter flight southwest of Baghdad, revealed progress exemplifying the positive findings
contained in a new SIGIR audit of the Provincial Reconstruction Team (PRT) program. The Hilla PRT—like
each of the PRTs that SIGIR auditors visited this quarter—has achieved demonstrable progress in its many
capacity-building initiatives. Finally, our SIGIR Baghdad team journeyed just west of the capital to an open-
air market in Abu Ghraib to review the effects of Commander’s Emergency Response Program (CERP) grants
on local commerce. Traveling with Brigadier General Robin Swan, Deputy Commander of the Multi-National
Division-Baghdad, we found the Jameela Market bustling with many new businesses freshly painted and
refurbished by CERP grants.
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SIGIR’ audits and inspections this quarter provide continuing insight into the latest developments of the

U.S. program in Irag, including:

» afocused contract review of the KBR oil contract for work in southern Iraq, finding that poor
government oversight and high contractor overhead costs led to significant waste of taxpayer
dollars

 an audit of the State Departments Quick Response Fund, underscoring the need to develop better
metrics for measuring outcomes of QRF-supported programs and projects

 are-inspection of the Baghdad Police College, finding that maintenance problems and vandalism
continue to burden the project

+ an inspection assessment of two completed Primary Healthcare Centers, reporting a number of
construction deficiencies, although both clinics were serving patients

Ambassador Crocker recently requested that SIGIR provide four more investigators in country—a request
with which SIGIR is pleased to comply; that new contingent will arrive in Iraq this quarter to supplement
the six investigative staff already there. In addition, SIGIR will produce reports this quarter on, among other
things, the Basrah Childrens Hospital and the U.S.-Iraqi asset-transfer process. I look forward to departing
soon for Iraq to continue SIGIR's oversight work alongside the 35 auditors, inspectors, and investigators now
carrying out our mission to protect taxpayer dollars in Baghdad and beyond.

Yo Gomesent

Stuart W. Bowen, Jr.
Special Inspector General for Iraq Reconstruction



SIGIR SUMMARY OF PERFORMANCE

AS OF JANUARY 30, 2009

AupITS

Reports Issued 135
Recommendations Issued 358
Dollars Saved and Recovered $81,600,000
Dollars Put to Better Use $224,720,000
Challenged Payments $14,930,000
INSPECTIONS

Project Assessments Issued 141
Limited On-site Assessments Issued 96
Aerial Assessments 695
INVESTIGATIONS

Investigations Initiated 394
Investigations Closed or Referred 322
Open Investigations 72
Arrests 20
Indictments 19
Convictions 14
Court-ordered Restitution/Forfeiture $17,414,000
HOTLINE CONTACTS AS OF DECEMBER 31, 2008

Fax 18
Telephone 75
Walk-in 110
E-mail 335
Referrals 26
Mail 28
SIGIR Website 107
Total Hotline Contacts 699
NON-AuDIT PRODUCTS

Congressional Testimony 26
Lessons Learned Reports Issued 3
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SIGIR OBSERVATIONS

IRAQ RECONSTRUCTION 2009:

A NEW ERA BEGINS

This year will bring change in Iraq that will
fundamentally affect every aspect of the recon-
struction program. This change began on
January 1 when the Security Agreement and
the Strategic Framework Agreement became
effective, redefining the bilateral relationship
between Iraq and the United States. The turn-
of-the-year transfer of the International Zone to
Government of Iraq (GOI) control symbolized
the new era that has begun to unfold in U.S.-
Iraqi relations. As this new era begins, several
salient challenges confront the reconstruction
program.
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This section provides insight into these
challenges. It begins by applying some of the
hard lessons learned from the Iraq recon-
struction experience to the evolving U.S. aid
program of 2009. Then follow three interviews
with top reconstruction leaders—Ambassador
Ryan Crocker, General Raymond Odierno,
and Minister of Planning Ali Ghalib Baban—
shedding light on the way forward. The section
also provides an update on the political and
economic situations in Iraq, the status of ongoing
U.S. reconstruction efforts, and a summary of
SIGIR audits, inspections, and investigations
accomplished this quarter.
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APPLYING HARD LESSONS TO
IRAQ RECONSTRUCTION IN 2009

On February 2, 2009, SIGIR will release the
capping report of its Lessons Learned Initiative
before the Commission on Wartime Contracting
in Iraq and Afghanistan. Hard Lessons: The Iraq
Reconstruction Experience reviews in detail the
U.S. reconstruction program in Iraq as it evolved
since 2003, providing 13 lessons for current and
future contingency relief and reconstruction
operations.

Five specific insights from Hard Lessons apply
to the U.S. reconstruction mission in Iraq today:
o Re-evaluating Personnel and Policy. In

February 2009, Ambassador Ryan Crocker
will conclude his two-year tour as the U.S.
Ambassador to Iraq. The new Administration
will be called on to articulate firmly Iraq
reconstruction policy for 2009 and thereby
avert any gaps in program direction. Promptly
appointing a new Ambassador who expresses
the Administration’s Iraq reconstruction poli-
cies and budgetary priorities—and providing
that new Ambassador with a strong and expe-
rienced staff—will foster the continuation of
the progress achieved by Ambassador Crocker.
o Shaping a New Reconstruction Management
Structure. With the emergence of a new
normalcy in Iraq, the time has come for
the United States to cease managing recon-
struction efforts through ad hoc bureau-
cracies staffed by temporary workers. The
Departments of State and Defense (DoS and

DoD) should re-evaluate reconstruction needs
regarding personnel and resources through a
new joint strategic plan, eliminating excesses
and redundancies, and integrating opera-
tions to achieve unity of effort. New staffing
and funding levels should reflect the growing
reality that the GOI bears responsibility for
virtually all new “brick and mortar” recon-
struction projects. This new evolution in
structure will require personnel with skill sets
differing from those that were needed for the
hard construction phase of the Iraq program.
Continuing Improvement of Civil-Military
Integration. SIGIR’ oversight reports
underscore the need for closer coordination
among the U.S. agencies involved in Iraq
reconstruction, especially DoS, DoD, and the
U.S. Agency for International Development
(USAID). The program made significant
progress on this front over the past two years
by moving the mission toward an important
operational goal: a fully integrated civil-mil-
itary management structure for contingency
relief and reconstruction operations.

The “soft power” side of the reconstruction
program now predominates, and the United
States will administer such soft programs in
Iraq for years to come, with USAID spear-
heading these efforts. Despite the prevailing
soft program emphasis, the Commander’s
Emergency Response Program (CERP) still
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provides funding for “hard” construction
efforts in Iraq; U.S. Army brigades oversee
the execution of these projects to meet
immediate needs in their areas of operation.
Better integration of CERP hard projects with
USAID soft programs requires a management
innovation that goes beyond good rela-

tions between the Multi-National Force-Iraq
(MNF-I) Commanding General and the U.S.
Ambassador.

Strengthening Security Management. To
conduct reconstruction operations in a diffi-
cult security environment, civilian specialists
must be able to move about freely. The 2007
surge brought many much-needed improve-
ments in security across Iraq, enabling more
freedom of movement. In 2009, as the U.S.
military continues to draw down in Iraq, the
task of ensuring the safety of those carrying
out development programs will increasingly
fall to private security contractors. The new
U.S.-Iraq Security Agreement (SA) limits the
capacities of these contractors to operate by
waiving immunity for these (and all other)
contractors in Iraq. The new Ambassador
must work with the USAID Mission Director
and the MNF-I Commander to assess how
the SA will affect the scope of reconstruction
operations across Iraq in 2009, particularly
with respect to security. Achieving an optimal
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reconstruction tempo will require innovative
integration among agencies and between the
government and contractors.

o Completing the Handoff. The Government
of Iraq is fully sovereign and increasingly
capable of effectively exercising its governance
powers—politically, militarily, and economi-
cally. Despite these functional improvements,
Iraq’s security forces still substantially rely
on the United States to assist them in a wide
array of activities, including logistics, border
security, equipping, and training. But this
continuing assistance will rapidly draw down
in 2009 as the Iraq Security Forces Fund
(ISFF)—the largest U.S. account still operative
in Irag—is expended. As the United States
hands over these functions, in part through
the Provincial Iraqi Control process, the GOI
must ensure that it is ready to fully bear its new
security responsibilities and does not tacitly
view the U.S. strategic overwatch posture as a
safety net—militarily or economically.

2009 presents new opportunities for the
United States to build on the incremental recon-
struction progress achieved in Iraq over the past
two years. Sustaining this progress—especially
in the security sector—is a prerequisite for Iraq
to move from its new normalcy to a reasonably
settled state of affairs.
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LEADERSHIP LOOK-AHEAD:

THREE VIEWS

AMBASSADOR CROCKER

Ambassador Ryan
Crocker has led the U.S.
Mission in Iraq since
March 2007, including
oversight of all U.S.-
funded reconstruction
and development efforts
across the country. He
concludes two years of

U.S. Ambassador to Iraq Ryan Crocker, Iragi President Jalal
Talabani, and Deputy Secretary of State John D. Negroponte at
the dedication ceremony of the new U.S. Embassy in Baghdad
on January 5, 2009. (DoS photo)

service as Ambassador
to Iraq in February
2009.

SIGIR: What have been the key shifts in U.S.
policy during your tenure as Ambassador?
AMB Crocker: In fall 2007, after the testimony
by General Petracus and myself, there was a
change. It was like the letting out of a long-held
breath. I'm not sure if it was the hearing itself, but
after that point the focus on Iraq by the Congress
and others changed from a preoccupation with
benchmarks. We became less minutely focused
and started taking a longer, more nuanced view
of Iraq. Security was improving, and there was

a change in the policy environment. The second
shift happened at the end of 2008 with the

passage of the Security
Agreement and the
Strategic Framework
Agreement. We are
still working our way
through these issues
and have just started
to begin implementa-
tion. There will be
challenges, but [the
Agreements] do rede-
fine U.S.-Iraqi relations.

SIGIR: What should be Iraq’s top focus in
2009?

AMB Crocker: The stakes remain high in Iraq.
What happens here [in Baghdad] affects secu-
rity in Iraq, the region, and the international
community. Things are tracking reasonably
well. We need to ensure we are positioned to
support the positive Iragi trends while we are still
drawing down our forces. We need a measured
approach that ensures sustainment of the U.S.
investment.
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SIGIR: What is your view on the need for
continued reconstruction and development
funding in 2009?

AMB Crocker: In the case of reconstruc-

tion, we are transitioning away. It has to be an
Iraqi response. We should continue to fund
programs at the provincial and local levels. The
newly elected [provincial] councils will need

our support. We also need to protect the U.S.
investments through funding for operations and
maintenance [O&M] needs. We have to be sure
there is a bridge. Governance, institutional devel-
opment, and capacity programs [will be key].
Some of the most important sectors are health
reform and educational reform. It is not about us
building schools and hospitals anymore. I think
relatively small inputs to help Iragis on policy
reforms can pay substantial dividends later.

The whole focus has been, and is, shifting from
major reconstruction into helping with gover-
nance, helping with capacity, helping with policy
reform, and protecting investments through
O&M funding.

SIGIR: What was your toughest moment in
this job?

AMB Crocker: I would say the toughest
moments have always been when we've taken
losses—the loss of American lives. We have had

some casualties lately. They are way down now,
but we still have them, and I still feel them, as
we all do. We've had some very bad days in the
course of my two years here. That, more than
anything else, has weighed heavily on me.

SIGIR: What has been your most rewarding
moment?

AMB Crocker: I'll give you two answers to

that; the first is simply the continuum of where
things were when I got here, and where things
are as I prepare to leave. I by no means claim
credit for all, much, or even any of it, but to

look back again, what was happening the first
few days I was here and how things look now
(knock on wood), it does give me a certain sense
of satisfaction that we helped the Iraqis get to

a better place. [Second,] a single moment was
watching the televised proceedings on the 27th
of November 2008 when the vast majority of the
[parliamentary] Deputies present, of all political
blocks Sunnis, Shia, and Kurds, voted to ratify
the two agreements [the SA and the SFA].
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LOOKS AHEAD

On September
26,2008, General
Raymond Odierno
assumed command of
MNE-I. He previously
served in Iraq as the
Commanding General
of the Fourth Infantry
Division (Mechanized)
and then a
Commanding General
of the Multi-National Corps-Iraq (MNC-I).

SIGIR: What is your vision for the recon-
struction program as the Commanding
General of MNF-I?

GEN Odierno: Two basic principles. One, any
money we spend must be tied to Iraqi spending
and should be on a ratio of three to one. Three

dollars of Iraqi money to every one dollar of U.S.

money. Our money should never be spent by
itself anymore. The second principle is that we
need to stop building projects and start building

General Odierno meets with the SIGIR.

programs. What I
mean by that is, a
project should be tied
to a program. We are
no longer only building
projects, but building
projects that are tied
into programs that can
be sustained over a
long period of time.

SIGIR: Can you give examples of each of
those?

GEN Odierno: First, last year we got [from

the Iraqis] $270 million in Iraq-Commander’s
Emergency Response Program [[-CERP] funds.
We spent that first and turned back [U.S.-
funded] Commander’s Emergency Response
Program money at the end of the year because
we had used I-CERP money. As for the Iraqi
Security Forces, in 2008 the ratio of expenditures
was 60:40, Iragi money to U.S. money. In 2009,
the ratio will be around 70:30.
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SIGIR: On the second element, the Iraqi
dollar-for-dollar matching of U.S. funds?
GEN Odierno: One program we have is the Civil
Service Corps Program. There, we are spending
both U.S. and Iraqi funds. And we are also doing
some programs to develop workers’ skills—such
as plumbing and electricity—where they go
through vocational training. Through the Iraqi
First program, we are also using contracting
mechanisms to give skilled Iraqis an advantage
in winning contracts.

SIGIR: Three areas: Sons of Iraq (SOI).
Where are we? Two, budget execution.
How is it looking for 2008? Three, cor-
ruption. It has been a challenge all along.
What are your thoughts?

GEN Odierno: First, the SOI program is
progressing nicely. We have transferred payment
of all SOI in Baghdad [to the GOI] on time. We
transitioned 51,000 [in November] . . . It's gone
very well. The key piece we are focused on for
2009 is getting them permanent employment.

In terms of spending, 2008 budget execution is
much better than it was in 2007, but they will not
be at full budget execution. They are still not able
to properly execute their budget, but it will be
better than 2007. They will be using IFMIS [Iraq
Financial Management Information System],
which they realize is a good tool to use. I am

still disappointed in the Ministries of Oil and
Electricity and their ability to spend their money.
Corruption is still a huge problem across the

board. We just arrested two more people at the
Baiji oil refinery who were involved in corrup-
tion. I think the Iraqis understand they have a
problem, and they are going after the problem,
but it will take quite a long time to solve it.

SIGIR: The collapse of oil prices will funda-
mentally shape Iraq’s capacity to continue
its reconstruction in 2009. How is that go-
ing to affect your planning?

GEN Odierno: I am worried about their priori-
ties. I believe one of their priorities should be the
energy sector—specifically, electricity. Whether
they will prioritize that way or not, I don’t know.
They are going to have to prioritize though,
because the International Monetary Fund is
going to limit how much of a deficit they can
have. The drop in oil prices is going to affect the
budget. The other thing I'm being told is they are
not going to pull back on the raises for govern-
ment employees. They are going to continue to
move forward on the raises.

SIGIR: Any further thoughts about recon-
struction in 2009?

GEN Odierno: I think we are doing a lot better
today than we were a couple years ago. Civil-
military integration has made a huge difference,
from the brigade level up to the Embassy/MNF-I
level. I think that integration has made a huge
difference in moving forward with reconstruc-
tion. It just took us a while to learn the lessons.
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AN IRAQI PERSPECTIVE
ON RECONSTRUCTION

Minister of Planning Ali Baban is
responsible for developing Iraq’s
strategic plans for the reconstruc-
tion and development of Iraq.

SIGIR: What are Iraqg’s plans
for reconstruction in 2009,
and what do you expect the
United States to do in con-
junction with those plans?
Minister Baban: When we talk about recon-
struction, we should talk about the budget. There
is very limited foreign investment and a very
limited private sector. Iraq is not like other coun-
tries. [Government] spending in this country
means everything. Our capital budget is divided
in two main parts—the current expenditures
and the capital budget. Unfortunately, current
expenditures now [encompass] about 80% of
budget allocations and the remaining amount
[20%] is for the capital budget. The Ministry of
Planning is not satisfied about allocation of the
capital budget. We think this amount of money
is not sufficient for the country, especially in this
period of high unemployment.

SIGIR: What is the unemployment rate?
Minister Baban: About 35-40%. The agricultural

Ali Ghalib Baban. (Irag MOP photo)

and industrial sectors are in bad
situations. But the country also
needs services and, of course,
security.

SIGIR: Of the money dedi-
cated to capital expenditures,
how is it going to be spent
among the sectors?

Minister Baban: For many years, [the GOI]
focused on the electricity and oil sectors. The
reason is very clear: electricity is needed for
everything. For the oil sector, it is the sector that
brings in the money. We always focus on those
two sectors. Because of the shortage of clean
water in Iraq and suffering of the people, we
allocate significant amount of money for that
sector as well.

SIGIR: How would you describe the current
condition of the electricity sector and the
oil sector?

Minister Baban: In the oil sector, the export
capacity is limited. The Ministry of Oil recently
announced the first round of licensing for
[foreign] oil companies. Of course, I have some
fears that the current situation in [the interna-
tional] oil market may affect us in some way. For
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the electricity sector, there are many projects
under construction . . .but we will not be able to
take [advantage of] the fruits of these projects
soon. In time, we will pass this crisis, but notin a
short time.

SIGIR: Besides the budget problem, which is
the biggest challenge you're facing in your
planning effort?

Minister Baban: I describe our situation now

as the moment of facing the truth. For three or
four decades, we thought that Iraq could depend
on oil revenue entirely. Now;, we face the truth
that we cannot go forward with that. We should
depend on the agriculture sector, which is very
rich. There is also potential for industrial proj-
ects, which could be successful. We have many
sources of money for the Iraqi budget; unfortu-
nately, the strategy of the last three decades has
been to depend on oil revenue. Maybe this year
we will face the consequences of the decline in
oil prices. It will be a very painful situation.

SIGIR: What should be done about state-
owned enterprises?

Minister Baban: I think it is very easy for the
industrial sector to privatize. We can privatize
it, and it would be successful and profitable. No
need at all for government to intervene in those

sectors. The government can be a partner [in
other areas of the economy] and some services
could be mixed, like education and health. The
oil sector and the electricity sector should also
be privatized, in our point of view. All of those
sectors could be privatized.

SIGIR: How would you describe the prob-
lem of corruption within the Government
of Irag?

Minister Baban: It is very dangerous. It hurts
our imports. I think the remedy would not come
from any government procedure or control; it
should come from full privatization. The private
sector can deal with this by itself. There is no
remedy for [corruption] except privatization. I
think the government has failed to defeat corrup-
tion. I suspect it will succeed in the future. But,
for now, it is the usual practice everywhere in the
government.
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SECURITY AGREEMENT AND STRATEGIC
FRAMEWORK AGREEMENT TAKE EFFECT

The new Security Agreement, implemented on
January 1, 2009, changes the way reconstruc-
tion will be carried out in Iraq. The SA (formerly
referred to as the Status of Forces Agreement

or SOFA) supplants UN Security Council

Resolution 1511 (2003) as the legal basis for

the continuing U.S. military presence in Iragq,

defining the terms under which U.S. forces can

operate in the country over the next three years.
The SA provides that:

o All US. military operations must be carried
out with GOI agreement and coordinated with
Iraqi authorities.

o U.S. forces cannot detain or arrest an Iraqi
except in accord with the laws of Irag.
Similarly, U.S. forces cannot search an Iraqi
home unless they possess a valid warrant,
except in the context of combat operations.'

o US. forces personnel who commit felonies
outside U.S. bases while off-duty are subject to
prosecution under the laws of Iraq.

o All US. military forces shall depart from Iraqs
cities, villages, and localities no later than June
30, 2009. (This provision appears to be subject
to some interpretive discretion as evidenced by
recent statements that U.S. forces involved in
training and mentoring missions will remain
in urban security stations to support the Iragi
Security Forces beyond the June 30 deadline.)?

o All U.S. military forces shall depart Iraq by
December 31, 2011, unless the GOI requests
their earlier departure or their continued pres-
ence beyond that date.

The SA provides that “Iraq shall have the
primary right to exercise jurisdiction over United
States contractors and United States contractor
employees.” A year ago, SIGIR reported that
such a provision could reduce the U.S. contractor
presence in Iraq. The waiver of the immuni-
ties that contractors enjoyed in Iraq since 2003
certainly will lead some to view the risks of
continuing operations in Iraq as too high, and
they will depart, but no “contractor exodus”
appears imminent. Preliminary indications in
January point to little change in the size of the
U.S. contractor presence. This may be due, in
part, to the fact that Iraq has yet to implement
the rules effectuating the SA’s immunity waiver.

Iraq’s Minister of Interior has established a
committee to determine how the SA will operate
in practice. This committee is developing rules
to govern the SAs application to, among other
things, the following: the licensing of security
contractors; the registration of firearms, pilots,
aircraft, and vehicles; the imposition of customs
duties, tariffs, and taxes; and the procedures
for U.S. government and contractor personnel
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transiting Iraq. Until the Ministry of Interior
adopts the new rules, “no legal action will

be taken against U.S. Government affiliated
contractor personnel” on alleged misconduct

falling within these categories.* Of note, Iraq
will hold a national referendum on the SA in
mid-2009.

2009: A YEAR OF NEW ELECTIONS

The coming year will bring new elections that
will significantly change the face of Iraqi power.

Provincial Elections

Iraq scheduled provincial elections for January
31,2009, in 14 of Iraq’s 18 provinces. Residents of
Kurdistan (the provinces of Erbil, Sulaymaniyah,
and Dahuk) will vote later this spring. Tameem
will hold provincial elections later in 2009
because of a highly volatile situation arising from
tensions among Kurds, Arabs, and Turkomen
living in and around the provincial capital of
Kirkuk.

These long-pending and important provin-
cial elections should redress many of the political
imbalances caused by the Sunni boycott of the
2005 provincial elections. The elections previ-
ously had been scheduled for September 2006,
but it took the passage of the new Provincial
Elections Law in September 2008 to force them
finally to occur.

Preparing for Provincial Elections
Logistical preparations for the provincial elec-
tions unfolded relatively smoothly. Ballots and
voting machines were ordered on time, candi-
date registration occurred without significant
difficulty, and voter registration proceeded in an
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orderly fashion.®

Approximately 14,500 candidates vied for
about 560 seats among the 14 provinces, with
voting scheduled to occur at 6,066 polling
centers.® DoS and the United Nations provided
funding to train 20,000 Iraqi poll watchers. A
small group of international observers was to
monitor the elections.

The Effects of Provincial Elections

The new elections will change the operating
environment in Iraq in several ways. First and
foremost, by producing new democratically
elected Provincial Councils, the 2008 Provincial
Powers Law will come into full effect. This law
permits councils to influence the selection and
retention of ministerial directors general who
operate in the provinces on behalf of Iraq’s
ministries. The councils will also select provincial
governors and will have a say in the selection of
police chiefs in their provinces. These important
governance changes, foreshadowed by Coalition
Provisional Authority orders of five years ago,
finally will effect a meaningful decentralization
of political power from Baghdad, marking a firm
break from remaining vestiges of Saddamist
centralization.



More Elections

Iraqs political future will be further shaped by

other elections scheduled for 2009:

o In December 2009 (or early 2010), Iraq will
conduct its first parliamentary elections since
December 2005. This will be the first real elec-
toral test for the Maliki government.

» Municipal and county elections across Iraq
will be held by the end of July.

« A national referendum on the new Security
Agreement will take place in July.

SECURITY

Although significant challenges remain, this
quarter saw the United States and the GOI make
further progress toward establishing a more
stable Iraq.

The Post-Surge Environment

As Figure 1.1 reveals, attack levels in 2008
dropped to their lowest levels since 2003, with
fewer insurgent attacks in November than in any
month since the U.S. invasion.” Notwithstanding
this positive trend, the United States will main-
tain a relatively robust force in Iraq for 2009 to
ensure that the Iraqis have “the right capability to
handle the insurgent activity when we leave”®

SIGIR OBSERVATIONS

In previous reports, SIGIR noted the
significance of the Regions Law. Pursuant to its
provisions, any province or group of provinces
can form a federal region after a vote in favor
of regionalization via referendum. To date,
Kurdistan is the only constitutionally recog-
nized region in Iraq. This quarter, supporters of
regionalization in the Shia province of Basrah
attempted to collect the requisite number of
signatures need to hold a referendum on region-
alization, but the effort failed.

FIGURE 1.1

SECURITY INCIDENTS
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Source: OSD, response to SIGIR data call, 10/6/2008; CENTCOM, response to
SIGIR data call, 1/10/2009.
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Integration of the Sons of Iraq
into the Iraqi Security Forces

As additional U.S. troops surged to Baghdad and
Anbar in 2007, U.S. commanders began to hire
former Sunni insurgents, charging them to help
keep the peace in their communities. Designated
the Sons of Iraq (SOI), they numbered 99,000 by
2008; most were paid with U.S. CERP funds. In
mid-2008, the MNF-I began transferring respon-
sibility for SOIs to Iraqi control.’ As of January 1,
2009, the GOI managed approximately 76% of all
SOIs. Concerns remain regarding the ability and
will of the Shia-led GOI to absorb or pension off
the SOL

Provincial Iraqgi Control—
Babylon and Wassit

This quarter, 2 more of Iraq’s 18 provinces
transitioned to Provincial Iraqi Control, leaving
just 5 left to PIC. On October 23, 2008, Babylon
became the 12 province to transition to PIC,
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and Wassit followed 6 days later. Current U.S.
plans call for Salah Al-Din and Tameem prov-
inces to PIC in early 2009."

Coalition Partners Pull Back
Since 2003, more than 40 countries deployed
military personnel to Iraq in a combat, recon-
struction, or training capacity. Most have since
withdrawn their forces or civilian personnel.
Poland recently announced its intention to
withdraw all its troops from Iraq. And El
Salvador removed its last military units from
Kut on January 22, 2009, reducing the number
of Coalition partners still with military forces in
Iraq to four."

In January 2009, the United Kingdom turned
over its base near the Basrah airport to the ISE
By summer 2009, the Coalition PRTs in Basrah
and Erbil will have transitioned to U.S. control as
the UK and South Korea withdraw reconstruc-
tion personnel.



SIGIR OBSERVATIONS

U.S. RECONSTRUCTION UPDATE

The Congress has appropriated $51.01 billion for
reconstruction efforts in Iraq and, as of January
1, 2009, the U.S. had obligated $41.42 billion

and expended $36.58 billion."* These funds flow
through 33 separate accounts, but 4 major funds
predominate: the Iraq Relief and Reconstruction
Fund (IRRF), the Iraq Security Forces Fund
(ISFE), the Economic Support Fund (ESF), and
CERP.

Amounts Remaining for
Obligation

On September 30, 2008, the authority for
obligating any remaining funds under the IRRF
2 expired, although more than 40 large IRRF 2

FIGURE 1.2

UNOBLIGATED MAJOR U.S. FUNDS
$ Billions, $3.90 Total

ESF
$0.33

CERP
$0.20
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Note: Numbers affected by rounding. Figures do not include funds from

prior to FY 2007 that have expired.

Sources: ISFF: OSD, response to SIGIR data call, 1/12/2009. ESF: DoS,

response to SIGIR data call, 10/14/2007; USAID, response to SIGIR data call,

1/8/2009; ITAO, responses to SIGIR data call, 10/2/2008, 10/14/2008, and
1/15/2009; GRD, response to SIGIR data call 1/5/2009; ITAO, Essential
Indlicators Report, 1/1/2009. CERP: OSD, response to SIGIR data call,
1/12/2009; PL. 109-234, P.L. 109-289, P.L. 110-28, P.L. 110-92, P.L. 110-116,
P.L. 110-137, PL. 110-161, P.L. 110-252.

projects remain ongoing. In 2009, $3.37 billion
of ISFF funds remain to be obligated.”* Of the
three major U.S. funds, $3.90 billion remains for
obligation to new contracts. For an overview of
balances that remain for obligation, see

Figure 1.2.

Oil and Electricity

Iraq’s crude oil production this quarter averaged
2.37 million barrels per day (MBPD), a 4% drop
from last quarter."* Iraq oil exports increased
slightly this quarter, averaging 1.79 million
MBPD," but a decline in oil prices depressed
the economic impact of this export increase. See
Section 2 for more details.

Electricity generation reached a new record
this quarter, averaging 4,997 megawatts (MW)
per day.' The Ministry of Electricity also
progressed on several large new power genera-
tion projects, including a $3 billion purchase of
GE generators."” SIGIR continues to underscore
the importance of properly maintaining U.S.-
funded electricity projects.'

JANUARY 30, 2009 | REPORT TO CONGRESS | 15



ECONOMY AND BUDGET

The vast majority of Iraq’s government revenue
is derived from the export of oil. Precipitous dips
in the world price of oil can profoundly affect the
GOT’s budget. See Figure 1.3.

Impact of Oil Price Decline

In July 2008, world oil prices exceeded $134

per barrel, and Iraq was enjoying an oil revenue
windfall."” But during the latter half of 2008, a
dramatic decline in oil prices forced the GOI

to revise downward its projected 2009 budget
several times. In January 2009, the Council of
Ministers submitted a $59.5 billion draft budget,
assuming a $50 price per barrel.”’

The GOI budget revisions reduced funding
for planned reconstruction in Iraq. Deputy
Prime Minister Salih recently observed that
current trends in oil prices will continue to cause
severe financial problems for the GOI, impairing
the capacity of its reconstruction program.21

Concerns continue to increase regarding
Iraqs oil infrastructure, especially in the oil-rich
south. Years of poor maintenance threaten two
underwater oil pipelines that transport crude
oil to the Al Basrah Offshore Terminal. Without
significant Iraqi investment to repair and
upgrade these pipelines, they could fail, dramati-
cally reducing exports in 2009 and reducing
Irag’s national income.

Operational and administrative costs will
consume about 80% of Iraq’s 2009 budget, up
from 74% of the 2008 budget. This increase
stems primarily from higher government
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FIGURE 1.3

GOI PROJECTED PRICE OF OILVS. ACTUAL PRICE OF OlIL,
PER BARREL IN 2008
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Source: U.S. Treasury, response to SIGIR data call, 12/31/2008; IMF, “IMF Executive Board
Completes First Review of Irag's Stand-By Arrangement,” Press Release No. 08/199,
9/3/2008; U.S. Treasury, response to SIGIR data call, 1/4/2008; U.S. Energy Information
Administration, Weekly Iraq Kirkuk Netback Price at U.S. Gulf, 12/31/2008,
www.eia.doe.gov, accessed 1/5/2009.

salaries, which comprise approximately 35% of
the GOI's budget. Given the budgetary weight
toward governmental costs, the GOI will
spend only 20% of its 2009 budget on capital
irnprovements.22

International Debt and
Sanctions

On December 17, 2008, the Paris Club, an
international forum of 19 wealthy nations that
negotiate the debt repayment terms of debtor
nations, reduced the GOI’s international debt for
the third time in five years. Iraq originally owed
the Paris Club creditors nearly $50 billion. Three



rounds of reductions have brought that figure
down to $7.6 billion, a debt-forgiveness rate of
more than 80%.%

In December 2008, Iraq asked for and the
UN Security Council granted an extension of the
legal protections that have shielded Iraq from
international claims lodged against it because of

ANTICORRUPTION

As the Minister of Planning told SIGIR this

quarter, corruption is worse now in Iraq than

it has been since the 2003 invasion, explaining

that it afflicts the government at every level.

Although the violent insurgency was largely

suppressed by the surge, a second insurgency

of corrupt officials continues to harm the

country. This quarter saw several developments

in Iraqi efforts to battle this second insurgency;,

including:

o the removal of six Iraqi inspectors general
(IGs) for their failure to perform

o the Joint Anticorruption Council’s continuing
effort to forge a sustainable anticorruption
strategy for Iraq

o the international community’s increasing
engagement with the GOT’s anticorruption
institutions

o the arrival of a new U.S. Anticorruption
Coordinator in Baghdad

SIGIR OBSERVATIONS

actions taken by Saddam’s regime. Most of these
claims come from Kuwait, as a result of Saddam’s
looting of that emirate after his 1990 invasion.
The United States supported Iraq’s request for
the renewal of these protections because a flood
of new claims could drain the country’s treasury,
threatening the reconstruction effort.*

Irag’s Anticorruption Institutions
Iraqg’s anticorruption system comprises three
agencies: the ministry Inspectors General (IGs);
the Board of Supreme Audit (BSA); and the
Commission on Integrity (Col).

The nominally independent IG system
operates offices in all of Iraq’s ministries or
quasi-ministerial entities. The IGs are supposed
to function as the first line of defense against
corruption. Created by the Coalition Provisional
Authority in spring 2004, the IG system mirrors
the U.S. federal IG structure. Part of the chal-
lenge of inculcating this new system stems from
the fact that no other nation in the Middle East
has IGs. Performance has also been a problem.
Recently, six IGs were removed for their failure
to carry out their missions, and two more retired,
leaving eight vacancies.” As of early January
2009, several vacancies had been filled.

JANUARY 30, 2009 | REPORT TO CONGRESS | 17



Created by the British over 80 years ago,
the BSA is Iraq’s chief audit agency. Led by Dr.
Abdul Basit, the BSA produces the most reli-
able work of any of Irag’s anticorruption entities.
SIGIR met twice with Dr. Basit this quarter, and
he reiterated concerns about corruption in Iraq,
expressing particular worry about the weak IG
system.

The Col, a rough analogue to the FBI, was
also created by the CPA in 2004 and given
a nationwide mandate to investigate allega-
tions of public corruption. However, the Col
does not have arrest authority and must work
through investigative judges to bring a suspect
to the bar. SIGIR met with Judge Raheem, the
Commissioner of the Col, this quarter. Now in
office for about a year, he has yet to be placed
before the Council of Representatives for confir-
mation, leaving him subject to political pressure.
Developments in early 2009, however, suggest
that the Col may be securing a valuable new ally
in Sunni Vice President Tareq al-Hashemi, who
publically called on all GOI institutions to coop-
erate with the Col in aggressively combating
public corruption, which he described as a threat
to the reconstruction of Iraq.

Reforming Anticorruption Laws
This quarter, the GOIs Joint Anti-Corruption
Council’s (JACC) commenced work on two
new initiatives. First, it is leading a new effort to
consolidate and update the provisions of Iraq’s
penal and criminal procedure codes regarding
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corrupt activities. Second, the JACC is drafting
an anticorruption strategy that will articulate

a three- to five-year plan for fighting corrup-
tion. These initiatives comply with require-
ments set forth by the UN Convention Against
Corruption, which Iraq ratified in spring 2008.

U.S. Anticorruption Efforts

In late December 2008, Ambassador Joseph
Stafford, an Arabist with experience in the
Middle East, arrived in Iraq to take the post

of the Embassy’s Anticorruption Coordinator.
Ambassador Stafford is the third head of the
Embassy’s Anticorruption Coordination Office
since its creation in early 2008, and the tenth
official in charge of U.S. anticorruption efforts in
Iraq since 2003—an average leadership tenure of
about six months.”

International Efforts To Enhance
Transparency and Accountability
The World Bank announced that its Public
Financial Management Reform Program for
2009 will implement a variety of initiatives in
Iraq aimed at improving the transparency of
the country’s public finances. The program will
help the GOI develop a comprehensive budget
manual and will attempt to modernize Irag’s
archaic accounting procedures. Meanwhile, the
UN Development Programme continues to
support training activities for the three
anticorruption agencies.



SIGIR OVERSIGHT

SIGIR maintains the largest oversight presence
in Iraq. With more than 75 years of collective
in-country experience, SIGIR’s auditors, inspec-
tors, and investigators possess a proven track
record of preventing, detecting, and deterring
waste, fraud, and abuse in Iraq reconstruction.

Audits

SIGIR’s Audit Directorate issued six reports this

quarter, bringing to 135 the total number of audit

reports issued since 2004.

SIGIR’ audits this quarter:

o reviewed the $722.3 million contract awarded
in January 2004 to KBR for oil infrastructure
work in southern Irag, finding that, although
much was accomplished under the contract,
completing the various task orders took much
longer than planned, and they were frequently
modified, dramatically increasing costs. SIGIR
also found a lack of continuity of government
oversight personnel and weaknesses in KBR’s
management control systems.

o examined DoD’s program to restart state-
owned enterprises in Iraq. SIGIR auditors
noted that jobs have been created, but could
not verify the number because of problems
in the methodology. SIGIR identified several
improvements to internal controls that could
reduce vulnerabilities to fraud.

o reported on private security contracts awarded
to Aegis Defence Services worth nearly $700
million. SIGIR found a well-administered

SIGIR OBSERVATIONS

contract-awards process, effective govern-
ment oversight of Aegis, and satisfactory-to-
outstanding performance of the contract’s
requirements. The report recommended ways
to improve contract file information.

analyzed the DoS Quick Response Fund,
which was created in 2007 to provide the PRTs
with a flexible funding mechanism. SIGIR
concluded that, although sound processes have
been developed for awarding grants, more
work was needed to measure outcomes. SIGIR
also found that 62 cents of every QRF dollar
may be spent to pay overhead costs of one of
USAID’s large implementing partners.
examined U.S. funding for Iraqi Security
Forces, focusing on the willingness and
capacity of the GOI to assume an ever-
increasing share of its security. SIGIR found
that the GOT's funding for its security forces
increased over the last two years and will
outpace U.S. contributions going forward.
SIGIR also found that the Multi-National
Security Transition Command-Iraq needs to
improve its internal documentation of cost-
sharing negotiations and arrangements.

issued a follow-up review of the PRTS’ perfor-
mance measurement process. SIGIR found
that the DoS Office of Provincial Affairs (OPA)
had developed a proper performance assess-
ment system for evaluating provincial capabili-
ties. But OPA has not consistently required the
PRTs to submit work plans identifying how
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they will address specific weaknesses identi-
fied by the assessment system. During the
course of this review, OPA notably improved
its procedures for preparing, submitting, and
reviewing work plans.

SIGIR broadened its forensic audit efforts
this quarter, initiating a special project to review
DoD data on appropriations, obligations, and
expenditures data from Iraq relief and recon-
struction activities for fiscal years 2003-2008.
This project looks for fraud by combining auto-
mated transaction data review with data-mining
techniques to examine expenditure patterns for
Iraq reconstruction activities.

Inspections

SIGIR’ Inspections Directorate assessed the
status of 10 projects at 8 reconstruction sites this
quarter. Since 2005, SIGIR has issued a total of
141 project assessments. This quarter’s inspec-
tions included reviews of the Haditha General
Hospital; Heet and Haditha Primary Healthcare
Centers; the Al-Igitadar and Al-Shurhabil
Schools; the Anbar Rule of Law/Judicial
Complex; Ramadi’s 132-kilovolt Substation; and
the Baghdad Police College.

SIGIR inspectors found a number of positive
signs this quarter. For example, U.S. reconstruc-
tion managers continue to seek more input from
GOI partners, and more projects are meeting
their intended goals. Particularly notable were
the effective quality control and quality assurance
programs ongoing at the Anbar Rule of Law/
Judicial Complex project in Ramadi. Effective
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monitoring of the project’s progress prevented
minor problems from becoming major ones.

Investigations

This quarter, two defendants, apprehended as
aresult of SIGIR investigations, were convicted
after a two-month trial in New Jersey federal
district court. They will be sentenced this spring.
Nine defendants from other SIGIR cases await
sentencing.

Four military officers serving under a
Coalition partner were arrested this quarter
after a SIGIR investigation into contract award
processes associated with CERP-funded projects
revealed a fraudulent scheme. Further, SIGIR
and Iraq’s Ministry of the Interior conducted a
joint investigation that resulted in the issuance
of an arrest warrant by the Baghdad Central
Criminal Court of Iraq for an Iraqi citizen
who stole funds from a U.S. Army Civil Affairs
Brigade.

SIGIR investigators also discovered that a
retired U.S. Army colonel, who had been previ-
ously debarred from DoD contracting as the
result of a cash smuggling conviction, was in Iraq
representing an Iraqi contractor with $67 million
in DoD reconstruction contracts. After SIGIR
reported these facts, the former Army colonel
was terminated by the Iragi contractor. Finally,

a SIGIR investigation prompted the U.S. Army
Corps of Engineers to issue demand letters for
the return of $11.3 million to three U.S. contrac-
tors involved in the reconstruction of Iraq’s
electricity grid.



THE HUMAN TOLL

On November 29, 2008, 2 Iraqis were killed
and 15 injured when a rocket hit near the UN
compound in the International Zone. No other
significant harm was inflicted by indirect fire in
the International Zone this quarter.

The U.S. mission moved to the New Embassy
Compound this quarter, providing appreciably
more protection to those working in the U.S.
Mission than did the Presidential Palace.

Contractors

The Department of Labor (DoL) reported

35 new death claims for civilian contractors
working on U.S.-funded projects in Iraq this
quarter and 538 contractors who sustained inju-
ries. Since 2003, 1,299 death claims have been
filed with DoL.

U.S. Civilians

The State Department reported that two U.S.
civilians died in Iraq this quarter—one from a
vehicular accident and the other from health
problems. Since March 2003, 278 U.S. civilians
have died in Iraq.

SIGIR OBSERVATIONS

Journalists

For the first time since March 2003, no journal-
ists were reported killed in Iraq this quarter.
Eleven journalists were killed in Iraq in 2008—a
sharp decline from the 32 killed in 2007.2
Nevertheless, for the sixth year in a row, Iraq
was the deadliest country in the world for media
personnel.

Internally Displaced Persons
and Refugees

In the third quarter of 2008, approximately 1,000
Christian families fled Mosul because of the
deteriorating security situation. This quarter, the
UN reported that nearly half of these families
may have returned, after the GOI deployed
additional forces to provide security for the
population.”

US. officials reported that a record 13,823
Iraqi refugees were resettled in the United States
from October 1, 2007, to October 1, 2008—the
most in any year since 2003. An additional 3,004
refugees resettled in the United States from
October 1, 2008, to December 24, 2008.%
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In late December 2008, the GOI held its first
conference aimed specifically at luring home
Iraqi professionals who fled abroad because
of the security situation. Of the 240 expatri-
ates invited to this conference, approximately
200 returned to Irag, many for the first time in
several years. The largest group of participants
comprised medical doctors, followed by engi-
neers and scientists.
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The attendees recommended that the GOI
create a database of skilled Iraqi expatriates
who are willing to work with the government to
rebuild Iraq.*! Although this conference repre-
sented a positive development, Iraq continues to
suffer from a profound shortage of doctors and
other medical professionals. According to one
source, Iraq needs 100,000 physicians to serve its
population of 27.5 million people, but has only
approximately 15,500.%
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IRAQ RECONSTRUCTION FUNDING SOURCES AND USES

U.S. Allocations by Category? Status of U.S. Funds®

S Billions S Billions
50 5 s 815 0 %25 Appronfiated Change Since
‘ ‘ ‘ ‘ i Last Quarter
Security ‘ ‘ $2528 Ll Obligated $41.42 4 1%
frastructure 61 .",.00 ----------- Expended $36.58 - 4%
Governance 5‘4_1 7
Economy $1 ‘441
U.S. Support for Iraq Reconstruction® Funding Sources¢
$ Billions $125.96 Billion Total
U.S. FUND APPROPRIATED  ALLOCATED OBLIGATED EXPENDED '“‘e"F‘::‘igi':‘ag'
IRRF IRRF 1 $2.48 $2.27 $2.26 $2.25 $17.00 _
IRRF 2 $18.39 $18.33 $17.92 $17.35
IRRF Total $20.86 $20.60 $20.18 $19.60 IRRF
ISFF FY 2005 $5.49 $5.49 $5.37 $5.33 S
FY 2006 $3.01 $3.01 $2.85 $2.72
FY 2007 $5.54 $5.54 $5.52 $3.43 ISS‘IF;.M Logal
FY 2008 $3.00 $3.00 $0.65 $0.29 ?5"1',1;?9
FY 2009 Bridge $1.00 = = — Iraqi Funds —ESF
ISFF Total $18.04 $17.04 $14.39 $11.76 $57.96 L CERP$3'74
ESF FY 2003 $0.05 $0.05 $0.05 $0.05 Lther”'”
FY 2006 $1.55 $1.53 $1.39 $1.23 g‘.‘s..7 F7unding
FY 2007 $1.60 $1.60 $1.41 $0.94 —
FY 2008 $0.44 $0.40 $0.40 $0.01
FY2009Bridge 5010 — — —_ Unobligated Major U.S. Funds
ESF Total $3.74 $3.58 $3.25 $2.23 $3.90 Billion
CERP FY 2004 $0.14 $0.14 $0.14 $0.13 Ef,fn
FY 2005 $0.72 $0.69 $0.69 $0.66 gf,f‘;o
FY 2006 $0.71 $0.69 $0.69 $0.64 5%
FY 2007 $0.75 $0.74 $0.74 $0.69
FY 2008 $0.99 $0.99 $0.99 $0.77 -
FY 2009 Bridge $0.29 $0.09 $0.09 $0.01 $337 87%
CERP Total $3.59 $3.34 $3.34 $2.90
Other Funding Total $4.77 $0.35 $0.26 $0.09
Total U.S. Appropriated $51.01 $44.91 $41.42 $36.58

Note: Numbers affected by rounding.

2 For the methodology on how SIGIR grouped U.S. programs by category (Security, Infrastructure, Economy, and Governance), see Appendix D. Obligations and expenditures by SIGIR
category may vary from top-line obligations and expenditures reported in the Summary of U.S. Funding. SIGIR did not receive current project- or sector-level reporting from all agencies,
and some information was compiled from the IRMS. Figure includes only IRRF 1, IRRF 2, ISFF, ESF, and CERP funding. Total does not include early reconstruction funds for ESF and CERP
for which usage by type was not specified. Also, project-level data was derived from the IRMS and therefore is not a comprehensive representation of total CERP funds.

d Figures do not include funds that have expired.

Sources:

2 USAID, responses to SIGIR data call, 1/8/2009 and 1/12/2009; ITAO, responses to SIGIR data call, 10/14/2008, 1/6/2009, 1/12/2009, and 1/15/2009; IRMS, ESF Cost to Complete, 1/5/2009;
IRMS, MNC-I Quarterly Report, 1/7/2009; OSD, response to SIGIR data call, 1/16/2009; DFAS, response to SIGIR data call, 1/9/2009; DoS, response to SIGIR data call, 4/5/2007; U.S. Treasury,
response to SIGIR data call, 1/5/2009; USTDA, response to SIGIR data call, 12/31/2008; ITAO, Essential Indicators Report, 1/1/2009.

IRRF 1: USAID, response to SIGIR data call, 1/12/2009; U.S. Treasury, response to SIGIR data call, 1/12/2009; USTDA, response to SIGIR data call, 12/31/2008; DoS, response to SIGIR data call,
4/5/2007; DFAS, response to SIGIR data call, 1/9/2008. IRRF 2: ITAO, response to SIGIR data call, 1/12/2009. ISFF: OSD, response to SIGIR data call, 1/16/2009. ESF: DoS, response to SIGIR
data call, 10/14/2007; USAID, response to SIGIR data call, 1/8/2009; ITAO, responses to SIGIR data call, 10/2/2008, 10/14/2008, and 1/15/2009; GRD, response to SIGIR data call, 1/5/2009;
ITAO, Essential Indicators Report, 1/1/2009. CERP: OSD, response to SIGIR data call, 1/12/2009. Other Funding: INL, response to SIGIR data call, 1/16/2009.

OMB, response to SIGIR data call, 1/16/2009; Ministry of Finance, Ministry of Planning, and Coalition Provisional Authority, “Republic of Iraq Budget Revenues and Expenses: July-December
2003 Budget Summary,” p. 6; Ministry of Finance, response to SIGIR data call, 10/2008; NEA-I, response to SIGIR data call, 10/2/2008.

ISFF: OSD, response to SIGIR data call, 1/16/2009. ESF: DoS, response to SIGIR data call, 10/14/2007; USAID, response to SIGIR data call, 1/8/2009; ITAO, responses to SIGIR data call,
10/2/2008, 10/14/2008, and 1/15/2009; GRD, response to SIGIR data call 1/5/2009; ITAO, Essential Indicators Report, 1/1/2009. CERP: OSD, response to SIGIR data call, 1/12/2009. Total U.S.
Funding: P.L. 109-234, P.L. 109-289, P.L. 110-28, P.L. 110-92, P.L. 110-116, P.L. 110-137, P.L. 110-161, P.L. 110-252.
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IRAQ RECONSTRUCTION FUNDING

As of December 31, 2008, more than $125 billion
had been made available for the reconstruction
of Iraq through Iraqi funds, international aid,
and U.S. appropriations:

« Iraqi funding: $57.96 billion

o international funding: $17.00 billion

o U.S. funding: $51.01 billion

For an overview of funding by source, see the
graphic factsheet on the previous page.

Iraqi Funding

Iraqi contributions to reconstruction now have
reached $57.96 billion.* This total comprises
vested and seized funds, as well as oil and gas
revenues. A revised draft budget for 2009 reflects
the impact of the precipitous drop in global oil
prices since last July, which has already prompted
repeated cuts in Iraq’s planned capital outlays.
For more information on GOI revenue, bud-
geting, and expenditure, see the Economy sec-
tion in this Report.

International Funding

As of September 30, 2008, total donor assistance
pledged for Iraq at the Madrid Conference in
2003, and subsequently, remains unchanged.
The $17 billion total includes $5.25 billion

in grants for financial and technical assis-
tance and $11.75 billion in soft loan pledges

or credit.* Iraq has been slow to accept loan
pledges, and until this quarter, had not utilized
the Stand-By Arrangement (SBA) with the
International Monetary Fund (IMF). The GOI

recently completed a $670 million* draw on its
nearly $730 million available under the SBA,*
resulting in a non-International Reconstruction
Fund Facility for Iraq (IRFFI) increase in
contributions.”

U.S. Reconstruction Funding
SIGIR reports on the oversight and accounting
for U.S. monies appropriated or otherwise made
available for reconstruction efforts in Iraq,
including the building of physical infrastructure,
the establishment of political and societal institu-
tions, reconstitution of security forces, and the
purchase of products and services for the benefit
of the people of Iraq.*® Reconstruction managers
draw operational and administrative monies
from 33 funding streams.

As of December 31, 2008, the Congress had
appropriated more than $51.01 billion for relief
and reconstruction efforts in Iraq.* More than
90% ($46.23 billion) has been funded through
the following four main accounts:

o Iraq Relief and Reconstruction Fund (IRRF):
$20.86 billion

o Iraq Security Forces Fund (ISFF): $18.04 billion

o Economic Support Fund (ESF): $3.74 billion

o Commander’s Emergency Response Program
(CERP): $3.59 billion

For an overview of U.S. reconstruction
funding, see the graphic factsheet on the
previous page. See Table 2.1 for details on
appropriated funds.
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IRAQ RECONSTRUCTION FUNDING SOURCES AND USES

Development of U.S. Reconstruction
Funding

Early reconstruction strategies underestimated
the magnitude of the infrastructure repair neces-
sary in Iraq. The high level of insurgent violence
that followed the end of military combat in 2003
pushed the cost of reconstruction much higher
than expected. The insurgency ultimately forced
reconstruction managers to shift focus to secu-
rity projects. Moreover, the United States increas-
ingly has emphasized the use of Iraqi vendors for
most projects.

Shift in Funding Priorities
Early funding allocations focused on rebuilding
infrastructure to get essential services opera-
tional. The primary source of that funding came
from the $18.439 billion appropriation known as
the Iraq Relief and Reconstruction Fund 2
(IRRF 2), which supported large long-term con-
struction projects, primarily in the oil, electricity,
and water sectors. A move to address the deterio-
rating security environment shifted IRRF alloca-
tions to the security sector, long the largest single
spending category in Iraq reconstruction.*

To support security funding, the Iraq
Security Forces Fund (ISFF) was created in
May 2005. Administered by the Department of
Defense (DoD), the ISFF is now the largest U.S.
reconstruction fund for Iraq. The Commander,
Multi-National Security Transition Command-
Iraq (MNSTC-I), uses the fund to build, train,
and equip the Iraqi Security Forces (ISF). As of
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December 31, 2008, $14.39 billion of the
$18.04 billion ISFF had been obligated, with
$11.76 billion expended for these efforts.*

The Commander’s Emergency Response
Program (CERP) has been used for small-
scale projects, enabling military commanders
to respond to urgent needs in the communi-
ties where they operate. Over time, the CERP
replaced the IRRF as the primary funding
mechanism for civil reconstruction projects. It
received a substantial portion of the most recent
reconstruction appropriations approved by the
Congress. As of December 31, 2008, $3.34 billion
of the $3.59 billion had been obligated, with
$2.90 billion expended.*

USS. reconstruction programs now chiefly
focus on capacity building at national and local
levels of the Iragi government, ** supported by the
Economic Support Fund (ESF). As of December
31,2008, $3.25 billion of the $3.74 billion had
been obligated, with $2.23 billion expended.**

On September 30, 2008, authority for
obligating funds for new projects under the
IRRF 2 expired. To date, more than $17.92
billion has been obligated, and $17.35 billion
has been expended for reconstruction efforts
in Iraq. Although many infrastructure projects
have been closed out, a significant number of
IRRF-funded projects remain ongoing. The Gulf
Region Division (GRD) of the U.S. Army Corps
of Engineers currently has 42 ongoing IRRF
projects, valued at $520 million.”



Sharing the Cost of Reconstruction

The developing scope of recent U.S. appropria-
tions points to the transition to GOI funding and
management of Iraq reconstruction. U.S. funding
has long since shifted from large infrastructure
projects, with priority placed on facilitating the
use of Iraqi resources to direct new projects.

The Duncan Hunter National Defense
Authorization Act NDAA) for Fiscal Year 2009
authorized additional U.S. funding for Iraq
reconstruction, but imposed limitations on its
use. Under the law, funds “may not be obligated
or expended for the acquisition, conversion,
rehabilitation, or installation of facilities in Iraq
for the use of the Government of Iraq” It also
reiterated the congressional priority that the GOI
assume responsibility for funding and imple-
menting efforts now supported by the CERP.*
Efforts to encourage greater Iraqgi spending on
reconstruction were included in prior legislation,
such as the requirement in the Supplemental
Appropriations Act of 2008, which required a
dollar-for-dollar match of funding administered
by the Department of State (DoS).

This quarter, the Bureau of Near Eastern
Affairs-Iraq (NEA-I) issued a memorandum
addressing GOI contributions to reconstruc-
tion projects. The memorandum argues that,
although the GOI has not matched every foreign
assistance program on a dollar-for-dollar basis,
its contributions support areas of development
that more than match U.S. contributions. For

IRAQ RECONSTRUCTION FUNDING

example, GOI allocations for provincial recon-
struction efforts through provincial grants

have exceeded related ESF allocations for the
Provincial Reconstruction Development Council
and USAID’s Local Governance Programs.*’
SIGIR is currently reviewing the cost-sharing
issue and plans to report on it in the April 2009
Quarterly Report.

Funds Remaining in Major Accounts

Of the $25.37 billion appropriated to the ISFE
ESE, and CERP reconstruction accounts,

$4.39 billion remains unobligated (including
$0.48 billion no longer available for obligation).*
Unobligated ISFF funds account for 83% of

this total, and $3.37 billion of the ISFF remains
available for new obligations.*” Much of the ISFF
appropriated in FY 2008 was received late in the
year, and most remain unobligated.*

All three major ongoing reconstruction
accounts have obligated 80% or more of total
funding.*' Of the $20.98 billion obligated to these
accounts, less than 20% ($4.09 billion) remains
for expenditure:*

o ISFF: $2.63 billion (18% unexpended)
o ESF: $1.02 billion (31% unexpended)
o CERP: $0.44 billion (13% unexpended)

For more information on unobligated funds

by type, see the summary of funds graphic fact-
sheet that leads this section.
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IRAQ RECONSTRUCTION FUNDING SOURCES AND USES

Funding by Sub-Activity Group? Status of FundsP

S Billions S Billions
Appropriated Change Si
ge Since
4 5 $18.04 Last Quarter
Elguipment and = | 494940 .S Obligated $14.39 4 2%
rtati
ransportation iR Expended $11.76 4 7%
Infrastructure
o
o
= )
Sustainment
Training and
Operations
Training and
Operations
Equipment and . o
Transportation New Contracting Actions, by Quarter¢
S Millions
Infrastructure
$2,000 3,000
Sustainment
$1,500 2,250
& Related
= Activities ‘
S
$1,000 1,500
Allocated
[ Expended $500 — - . 730
$0 0
10/2007— 1/2008— 4/2008— 7/2008— 10/2008—
1/2008 4/2008 7/2008 10/2008 1/2009
Total Obligated ~ === Total Number of New Contracting Actions
Major Ongoing ISFF Reconstruction Projects?
S Millions
ToTAL PROJECTED
PROJECT BUDGETED CosT START DATE COMPLETION DATE PROVINCE CONTRACTOR
Location Command Tikrit $59.95 7/14/2008 3/31/2009 Salah Al-Din Iraqi Contractor
National Police Sustainment Facility at Al Tajiyat $56.60 12/31/2008 3/25/2010 Baghdad Iraqi Contractor
Shaiba Location Command $37.89 5/30/2008 4/08/2009 Thi-Qar Iragi Contractor
Maymona Location Command $37.28 7/12/2008 5/06/2009 Missan Iragi Contractor
Construct Facilities at FOB Normandy $35.20 9/19/2007 12/30/2008 Diyala URS Group, Inc.
Location Command Al-Ghizlani $32.42 11/29/2008 6/22/2009 Ninewa Iraqi Contractor
Recruit Training Center, Baghdad $31.11 4/09/2008 8/12/2009 Baghdad Lake_shore Engineering
Police College Services, Inc.
Complete Construction of Iraqi Air Force and Flight Environmental
Training School at Kirkuk Regional Air Base $28.75 3/06/2008 2/17/2009 Tameem Chemical Corporation
Construct 1st BDE, 7th DIV HQ and 3 BNs at Ramadi $28.11 1/18/2007 2/25/2009 Anbar Environmental
Chemical Corporation
Construct Mosul Police Recruit Academy $27.69 6/16/2008 1/19/2009 Ninewa Iraqi Contractor

Note: Numbers affected by rounding.

€ Includes contract line items for which an award number was able to be generated and that had an obligated amount greater than zero. New contract line items are determined by
award numbers that are present in the current quarter but not in the previous quarter.

d |RMS, Global Benchmark, 1/6/2009. The budgeted costs listed in the table above represent the ESF line-item portion of each project as reported in the Iraq Reconstruction Management
System (IRMS) and not total project costs. Line items may represent a portion of projects executed in multiple phases or multiple task orders. Project name and total cost may be differ-
ent from last quarter because the Global Benchmark data source was used instead of the ITAO Rollup, which is no longer available.

Sources:

2 0SD, response to SIGIR data call, 1/16/2009.

b p|.108-287; PL. 109-13; PL. 109-148; P.L. 109-234; PL. 109-289; P.L.110-28; P.L. 110-161; P.L. 110-252; OSD, response to SIGIR data call, 1/16/2009.
¢ Corps of Engineers Financial Management System, 1/7/2009, 9/30/2008, 6/30/2008, 4/4/2008, 1/4/2008, 9/30/2007.

d |RMS, Global Benchmark, 1/6/2009.
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Uses of ISFF Funding

The ISFF has received the second largest appro-
priation after the IRRE, and with $3.37 billion
in unobligated funds,” it is the largest active
reconstruction fund. The ISFF funds activities
to support the Iraqi Ministry of Defense (MOD)
and the Ministry of Interior (MOI) under four
major budget sub-activity groups:

o Equipment and Transportation

o Sustainment

o Training and Operations

o Infrastructure

With the November 2008 release of FY
2008/2009 ISFF funding,* allocations to both

TABLE 2.2

IRAQ RECONSTRUCTION FUNDING

MOD and MOI sub-activity groups have
increased significantly.® Table 2.2 provides the
allocations, obligations, and expenditures of
each sub-activity group for the period between
September 1, 2008, and December 31, 2008.

Quarterly Expenditure Trends
Since September 30, 2008, funding shifted within
ISEF budget groups. Overall, there were no new
funds appropriated for the ISFF this quarter;
however, money allocated to the MOD and MOI
was allocated at the sub-activity group level.>®
Table 2.2 details the numeric change for each
budget group from the previous quarter.

This quarter, the largest allocations and
expenditures continue to be in the Equipment
and Transportation sub-activity group. However,

NuMERIC CHANGE, FROM 9/30/2008 — 12/31/2008, BY ISFF SUB-ACTIVITY GROUP

S MILLIONS

FUNDING CATEGORY ALLOCATIONS OBLIGATIONS EXPENDITURES

MOD Equipment and Transportation $368 $82 $165
Infrastructure 0 34 162
Sustainment 164 22 78
Training and Operations 69 29 9
MOD Budget Activity Group Change -4 167 415

MOl Equipment and Transportation 372 1 100
Infrastructure 0 -5 55
Sustainment 86 7 26
Training and Operations 450 20 1"
MOI Budget Activity Group Change 52 22 192

Other 50 112 128

Grand Total $99 $301 $735

Note: Last quarter, MNSTC-I had not finalized allocations of new appropriations received. These funds were categorized as “undistributed” and
included in total allocations. Therefore the allocation totals did not change significantly over last quarter.

Source: OSD, responses to SIGIR data call, 1/16/2009 and 10/14/2008.
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allocations for Training and Operations sub-
activities for both the MOD and MOI jumped by
about 25%.

This quarter, $52 million was reprogrammed
from MOI internment facility programs to MOI
training activities. ISFF funds slated for MOD
equipment ($15.0 million) were reprogrammed
for sustainment ($9.2 million), prosthetics clinics
($3.5 million), and MOD training
($2.3 million).?®

As of December 31, 2008, just more than
65% of the ISFF had been expended. This rep-
resents a 7% increase in expenditures over the
previous quarter and a 45% increase from the
same period last year.”

TABLE 2.3

Fiscal Year Expenditure Trends
The FY 2009 NDAA prohibits the use of
FY 2009 bridge ISFF monies and future funds for
infrastructure projects and directs that actions be
taken to ensure that the GOI assume the costs of
salaries, training, equipping, and sustaining the
ISE In keeping with these restrictions, infrastruc-
ture projects for the ISF are currently supported
only by FY 2008 supplemental funds made avail-
able for use until the end of FY 2009.°

Table 2.3 illustrates the expenditure rate of
ISFF funds by fiscal year.

Although the ISFF is the largest active recon-
struction fund, its annual appropriations have
been decreasing; the Congress made

ISFF PROGRAMS FOR THE MINISTRY OF DEFENSE, BY FISCAL YEAR

S BILLIONS

FY ALLOCATED OBLIGATED EXPENDED % OBLIGATED % EXPENDED
2005 $3.24 $3.18 $3.16 98% 97%
2006 $1.57 $1.44 $1.41 92% 90%
2007 $3.57 $3.56 $2.25 100% 63%
2008 $1.48 $0.39 $0.10 26% 7%

ISFF PROGRAMS FOR THE MINISTRY OF INTERIOR, BY FISCAL YEAR

S BILLIONS

FY ALLOCATED OBLIGATED EXPENDED % OBLIGATED % EXPENDED
2005 $2.01 $1.95 $1.94 97% 97%
2006 $1.33 $1.31 $1.21 98% 91%
2007 $1.57 $1.56 $0.96 100% 61%
2008 $1.26 $0.24 $0.19 19% 15%

Source: OSD, response to data call, 1/12/2008.
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$3 billion available for FY 2008 and a $1 billion
bridge fund for FY 2009.°' As U.S. funding has
gradually decreased, the GOI’s contribution to
the development of the ISF has greatly increased.
MNSTC-I estimates that the GOI will have spent
almost $16 billion on the ISE excluding military
pay, by the end of 2009.* Iraqi spending could
triple that of the United States in 2009.%

Even as Iraqi contributions supporting the
ISF continue to rise, MNSTC-I anticipates that
the ISFF will still be needed to support the
development of key capabilities, to consolidate
security gains, and to foster a long-term strategic
relationship with Iraq.*

Iraqi progress notwithstanding, U.S. support
continues to play an integral role in assisting the
MOD and MOI to strengthen their core capaci-
ties, such as budget execution. For example, this
quarter, the MOD relied on the Foreign Military
Sales (FMS) process to execute its budget.

IRAQ RECONSTRUCTION FUNDING

Transfers made late in the year to the FMS
account in 2008 give the appearance that the
MOD had fully executed its budget.®

The ISFF Spend Plan for FY 2009 anticipates
an aggressive obligation schedule, with more
than $1 billion slated for obligation by March
2009 and all available funds obligated by the end
of the fiscal year.*®

Of the funds made available in FY 2008,
40% has been obligated. None of the FY 2009
bridge funding has been spent, and MNSTC-I
reports that it may not need these funds this year.
The Office of the Under Secretary of Defense
(OUSD) Comptroller has requested that these
funds be made available until 2010.¢

Guided by the input of the MOD and MOI,
as well as restrictions by the Congress, remaining
FY 2008 ISFF funding will address ISF needs that
cannot be met with FY 2009 appropriations.®®
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Funding for Major Programs? Status of Funds®
S Millions S Billions A )
ppropriated .
0 100 200 300 400 500 600 700 $3.74 E:;ngsasr'tgie
Sustair?mgérr;/lt ----------- Obligated $3.25 4™ 3%
€
2 nma b || e Expended $2.23 4 16%
PEG

National Capacity :
Development ‘

g Democracy and
e ivil Society
a
Economic i H C
Governance i g\l,&\l/lv Contracting Actions, by Quarter
iions
PRT/PRDC Projects
‘ $1,200 250
Community
Stabilization Program \
200
Local Governance $900
2 Program
s
3 Infrastructure $600 150

Security Protection

$300 \V/ 100

Community
Action Program

PRT Quick

Response Fund $0 50
10/2007— 1/2008— 4/2008— 7/2008— 10/2008—
1/2008 4/2008 7/2008 10/2008 1/2009
Allocated Total Obligated
] Expended « Total Number of New Contracting Actions
Major Ongoing ESF Reconstruction Projects
S Millions
ToTAL PROJECTED

PROJECT BUDGETED CosT START DATE COMPLETION DATE PROVINCE CONTRACTOR
Maysan Surgical Hospital, Phase 2 $14.08 02/19/2008 05/19/2009 Missan Iragi Contractor
Provide & Install 132 kV Power Cable Feeder ESF (PRDC) $13.10 03/22/2008 03/09/2009 Basrah Iraqgi Contractor
ESF-PRDC—Erbil Emergency Hospital $12.67 11/01/2008 12/04/2009 Erbil Iragi Contractor
Oil Pipeline Exclusion Zone Bayji—Baghdad - 5 $10.50 05/13/2008 01/19/2009 Salah Al-Din Iragi Contractor
Water Reverse Feeding of Clean Water ESFPRDC 06 $10.18 01/24/2008 04/30/2009 Basrah Iragi Contractor
Baqubah General Hospital EHC (PRDC) $9.61 03/15/2008 06/17/2009 Diyala Iraqi Contractor
Oil Pipeline Exclusion Zone Bayji—Baghdad - 2 $8.11 05/15/2008 01/26/2009 Salah Al-Din Iraqgi Contractor
Oil Pipeline Exclusion Zone Bayji—Baghdad - 4 $7.93 05/22/2008 02/23/2009 Salah Al-Din Iragi Contractor
Oil Pipeline Exclusion Zone Bayji—Baghdad - 3 $7.76 05/13/2008 02/08/2009 Salah Al-Din Iragi Contractor
Oil Pipeline Exclusion Zone Bayji—Baghdad - 1 $7.59 05/16/2008 02/10/2009 Salah Al-Din Iragi Contractor

Note: Numbers affected by rounding.

d |RMS, Global Benchmark, 1/6/2009. The budgeted costs listed in the table above represent the ESF line item portion of each project as reported in the Iraq Reconstruction Manage-
ment System (IRMS) and not total project costs. Line items may represent a portion of projects executed in multiple phases or multiple task orders. Project name and total cost may
be different from last quarter because the Global Benchmark data source was used instead of the ITAO Rollup, which is no longer available. Includes contract line items for which an
award number was able to be generated and that had an obligated amount greater than zero. New contract line items are determined by award numbers that are present the current
quarter but not in the previous.

Sources:

2 Dos, response to SIGIR data call, 10/14/2007; USAID, response to SIGIR data call, 1/8/2009; GRD, response to SIGIR data call, 1/5/2009; ITAO, Essential Indicators Report, 1/1/2009; USAID,
response to SIGIR data call, 1/8/2009.

b p|. 108-7; PL. 108-11; P.L. 109-102; PL.109-234; P.L.110-28; P.L. 110-92; PL.110-116; P.L. 110-137; PL. 110-149; P.L. 110-161; PL. 110-252; DoS, response to SIGIR data call, 10/14/2007; USAID,
response to SIGIR data call, 1/8/2009; ITAO, responses to SIGIR data call, 10/2/2008, 10/14/2008, and 1/15/2009; GRD, response to SIGIR data call, 1/5/2009; ITAO, Essential Indicators Report,
1/1/2009.

€ U.S. Army Corps of Engineers Financial Management System, 1/7/2009, 9/30/2008, 6/30/2008, 4/4/2008, 1/4/2008, 9/30/2007. USAID, responses to SIGIR data call, 1/8/2009, 10/10/2008, 7/16/2008,
4/14/2008, 1/11/2008 and 10/15/2007.

d IRMS, Global Benchmark, 1/6/2009.
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Economic Support Fund

ESF Program Update

The ESF funds activities that support three main
goals in Iraq: Peace and Security, Governing
Justly and Democratically, and Economic
Growth.® ESF allocations to its three tracks now
total $3.54 billion:"

« Security: $1.70 billion

« Political: $1.27 billion

« Economic: $0.57 billion

With $1.02 billion in unexpended funds, the
ESF is the second-largest ongoing reconstruc-
tion fund behind the ISFE Current spending
priorities have not changed from the spend plan
created for the FY 2008 supplemental funds.
Currently, all FY 2008 ESF supplemental appro-
priations have been obligated; however, only
1% of FY 2008 funds have been expended. This
quarter, total ESF expenditures rose by 16%.”

Table 2.4 details the status of ESF funds by
program.

Security Track

The ESF FY 2008 supplemental spend plan calls
for the largest portion of recent appropriations
($100 million) to be spent under the Community
Stabilization Program (CSP).” This quarter,
expenditures of the CSP rose more than any
other ESF program—nearly $80 million.

IRAQ RECONSTRUCTION FUNDING

The pace of spending through the PRT pro-
gram’s Quick Response Fund (QRF) continued
to drive short-term efforts, ranging from small
business support to elections outreach activities
to meet the needs of both governmental and
non-governmental organizations.”

Political Track

With a spend plan projection of $75 million, the
Community Action Program (CAP) accounts
for the largest portion of fund projections in the
political track. This is closely followed by the Na-
tional Capacity Development (NCD) program,
which is allotted $70 million.” Historically,
expenditures for the Local Governance Program
(LGP) have exceeded both CAP and NCD. This
quarter, the LGP led in political track expendi-
tures, with $43.15 million” spent primarily on
training for Provincial Council members and
other programs to support the upcoming elec-
tions.”

Economic Track

According to the FY 2008 Supplemental spend
plan, most reconstruction in the economic

track will be conducted through the Provincial
Economic Growth (PEG) program. This quarter,
the Inma program expended the largest amount
for agriculture support activities in 12 of Iraqs
18 provinces.”
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TABLE 2.4

STATUS OF ESF BY PROGRAM FUNDING

$ MILLIONS

PROGRAM ALLOCATED OBLIGATED EXPENDED
PRT/PRDC Projects $700 $430 $230
Community Stabilization Program 614 614 503
Infrastructure Security Protection 217 178 147
PRT Quick Response Fund 135 135 71
B ey 7P 50 50 s
Security Subtotal 1,696 1,387 965
Local Governance Program 323 323 239
National Capacity Development 264 264 145
Community Action Program 210 210 137
Democracy and Civil Society? 204 204 133

Iragi Refugees (Jordan) - transferred to Migration and

Refugee Assistance® 103 103 36
Economic Governance Il, Policy & Regulatory Reforms 85 85 81
Ministerial Capacity Development 45 37 27
Regime Crimes Liaison Office 33 32 28
Political Subtotal 1,267 1,258 825
O & M Sustainment 289 267 244
Inma 93 93 48
PEG 61 61 14
Targeted Development Program 57 57 7
Plant-Level Capacity Development & Technical Training 47 47 43
Izdihar 24 24 22
Economic Subtotal 571 548 382
Grand Total $3,534 $3,197 $2,178

Notes:

2 Amounts in this category include programs reported as “Civil Society Development,” “Civil Society-ADF and IFES,” “Civil Society-IREX,"” “Democracy and Civil
Society,” “Democracy Funding for IRI/NDI/ NED,” and “USIP.”

b per OMB, amounts in this category include programs reported as “Iraqi Refugees (Jordan)-Transferred to Migration and Refugee Assistance” and Iraqi
Scholars Program.

Sources: USAID, response to SIGIR data call, 1/8/2009; GRD, response to SIGIR data call, 1/5/2009; ITAO, Essential Indicators Report, 1/1/2009 and 1/8/2009; ITAO,
response to SIGIR data call, 1/15/2009.
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Expenditure Trends

ESF appropriations were expended at a slower
rate last quarter relative to the other major recon-
struction funding accounts.” Table 2.5 illustrates
the expenditure rates by fiscal year.

TABLE 2.5

STATUS OF THE ESF BY FISCAL YEAR

S MiLLIONS

FY ALLOCATED OBLIGATED EXPENDED % OBLIGATED % EXPENDED
FY 2005 $50 $50 $50 100% 100%
FY 2006 $1,535 $1,392 $1,229 91% 80%
FY 2007 $1,603 $1,404 $939 88% 59%
FY 2008 $396 $396 $4 100% 1%

Sources: DoS, response to SIGIR data call, 10/14/2007; USAID, response to SIGIR data call, 1/8/2009; GRD, response to SIGIR data call, 1/5/2009; ITAO,
Essential Indicators Report, 1/1/2009; ITAO, responses to SIGIR data call, 10/2/2008, 10/19/2008, and 1/15/2009.
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CERP

Funding by Project Type, for FY 20082

Status of FundsP

S Millions S Billions
$0 $100 $200 $300 ) Change Since
\ | | Appropriated Last Quarter
Protective $3.59 ) -
Measures IR @9 | @ EEEEEEEeR-e Obligated $3.34 3%
----------- Expended $2.90 4 8%
Education
Electricity
Water &
Sanitation
Transportation
Civic Cleanup
Activities H H H
Total Monthly Project Obligations®
Agriculture/ S Millions
Irrigation
Economic, Financial and $150
Management Improvements
Repair of Civic and
Cultural Facilities I
Other Humanitarian or 3100
Reconstruction Projects
Health Care
50 -
Rule of Law and
Governance
Allocated 0 2004 2005 2006 2007 2008 -
] Expended
Major Ongoing CERP Reconstruction Projectsd
S Millions
TotAL PROJECTED
PROJECT BUDGETED CoST START DATE COMPLETION DATE PROVINCE CONTRACTOR
Electrical Distribution In Muhalla 312 $11.76 10/18/2007 1/31/2009 Baghdad Not Available
Fallujah Sewer Pump Stations F1, F2 $7.22 9/22/2006 3/31/2009 Anbar Iragi Contractor
PIC Sewage Installation—Karmat Ali $6.56 8/11/2007 1/01/2009 Basrah Not Available
Kirkuk City Clean-Up Supplies And Materials $6.13 1/01/2007 2/15/2009 Tameem Not Available
Fallujah Solar Lights Phase Il $5.50 6/06/2008 1/01/2009 Anbar Iraqgi Contractor
Transformers For Baghdad PC $4.82 10/20/2006 6/30/2007 Baghdad Not Available
Contraction Of A New Ridwaniyah Municipal $4.29 12/09/2004 7/15/2005 Baghdad Not Available
Water Treatment Facility
Solar Powered Street Lamps for Baghdad $3.50 11/06/2007 2/06/2008 Baghdad Not Available
Neighborhoods
Al Kawaz Substation $3.43 9/20/2007 12/15/2008 Basrah Iraqi Contractor

Note: Numbers affected by rounding.

2 The budgeted costs listed in the table above represent the ESF line-item portion of each project as reported in the Iraq Reconstruction Management System (IRMS) and not total project
costs. Line items may represent a portion of projects executed in multiple phases or multiple task orders. Project name and total cost may be different from last quarter because the
Global Benchmark data source was used instead of the ITAO Rollup, which is no longer available.

¢ Date shown reflects the actual start date of projects.

Sources:

a OSD, response to SIGIR data call, 1/9/2008.

b 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; P.L. 110-252; OSD, response to SIGIR data call, 1/12/2009.
€ IRMS, MNC-I Quarterly Report, 1/7/2009.

d |RMS, Global Benchmark, 1/6/2009.
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Commander’s Emergency
Response Program

Scale of CERP Projects

Although the CERP is intended to fund small-
scale projects, SIGIR has previously noted an
increasing trend in the average value of CERP
projects. It now appears that average CERP
values are declining. In FY 2008, the largest por-
tion of CERP obligations (85%) was made for
projects under $500,000.” Table 2.6 illustrates
the amount of CERP projects by dollar value
range.

SIGIR previously reported on the large
number of projects valued at more than $500,000
and made recommendations for improvement in
oversight and reporting. DoD agencies respon-
sible for this program have since taken steps to
address these issues. Moreover, the Congress
limited the use of CERP for large-scale projects
in recent legislative language.®

The application of these restrictions is evident
in the most recent CERP guidance issued by the
OUSD Comptroller in December 2008, which

TABLE 2.6

FY 2008 CERP PROJECTS BY RANGE

IRAQ RECONSTRUCTION FUNDING

reiterates the importance of funding small-scale
projects and requires that these projects take pri-
ority over higher-value projects.* The guidance
enforces the $2 million limit on CERP projects
set forth in the NDAA unless a waiver is issued
by the Secretary of Defense. Consistent with
the trend of increased Iraqi responsibility, DoD
directed that any project over $750,000 must be
funded on a cost-sharing basis with the GOL*
The Secretary of Defense has the authority to
waive this requirement in the case of urgent
humanitarian needs.

CERP guidance prioritizes activities that
can be accomplished quickly to benefit the
greatest number of people.* However, SIGIR
has previously observed that implementers faced
challenges in providing adequate oversight and
reporting of many projects. In the June 2008
guidance of OUSD comptroller, language was
added requiring that all projects over $50,000
must be coordinated with local Provincial
Reconstruction Teams (PRTs) prior to execu-
tion. Moreover, performance indicators must be
included in the evaluation package for proposed

$ MiLLIONS

PROJECT VALUES # PROJECTS TOTAL OBLIGATIONS
< $10,000 4,677 $14.44
>=$10,000 and < $100,000 4,778 $217.71
>=$100,000 and < $500,000 2,750 $641.16
>=$500,000 and < $2,000,000 107 $98.26
>=$2,000,000 15 $51.25

Source: OSD, response to SIGIR data call, 1/9/2009.
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CERP projects valued at $50,000 or more; the
new CERP guidance also gives more specific
direction regarding suitable metrics.*

The new CERP guidance underscores the
intent that CERP projects be sustainable.® In
FY 2008, nearly 2,100 projects were recorded
as transferred to the GOL. Table 2.7 displays the
number of projects transferred by project type.

CERP Funding Trends
To date, 25,810 CERP projects have been
completed, and 2,533 are ongoing.*® Overall,

TABLE 2.7

projects in FY 2008 primarily addressed security
concerns.” However, as security improvements
were made, the CERP was increasingly used to
fund economic development activities, educa-
tional services, electricity projects, and a variety
of other reconstruction initiatives. In the fourth
quarter of FY 2008, for example, the second-
largest expenditure of CERP funds behind secu-
rity was for programs that addressed issues faced
as a result of Irag’s drought.®

Table 2.8 shows the status of CERP funds by

project type.

CERP FY 2008 PROJECTS TRANSFERRED TO THE GOI

PrROJECT CATEGORY NUMBER TRANSFERRED
Other Urgent Humanitarian or Reconstruction Projects 308
Economic, Financial, and Management Improvements 281
Civic Cleanup Activities 267
Education 205
Water & Sanitation 187
Transportation 179
Agriculture/Irrigation 129
Condolence Payments 121
Electricity 109
Repair of Civic & Cultural Facilities 85
Rule of Law & Governance 75
Healthcare 56
Battle Damage Repair 40
Iragi Hero Payments 16
Detainee Payments 1"
Civic Support Vehicles 9
Food Production & Distribution 7
Telecommunications 7
Protective Measures 5
Total 2,097

Source: OSD, response to SIGIR data call, 1/9/2009.
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Expenditure Trends FY 2008. For an overview of obligations by

In comparison to the same quarter a year ago, the month, see the CERP graphic factsheet. In FY
percentage of obligated CERP funds expended 2008, obligations for protective measures notably
increased from 68% to 87%.* CERP expenditure  exceeded every other CERP spending category.
rates dropped between April and June 2008. This was primarily driven by payments made to
MNC-TI attributes this decrease to the release of ~ the Sons of Iraq (SOI). As this program transi-
nearly half of its annual funding later in the year,  tions to the GO, the focus of CERP funds will
via the Supplemental Appropriations Act, 2008.”"  be directed toward economic development and
Expenditures increased in the last quarter of humanitarian support.

TABLE 2.8

STATUS OF FUNDING BY FY 2008 CERP PROJECT CATEGORIES

S MiLLIONS

PROJECT CATEGORY OBLIGATED EXPENDED
Protective Measures $388.53 $191.75
Education $110.53 $33.53
Electricity $92.79 $20.09
Water & Sanitation $68.60 $29.19
Transportation $63.30 $28.92
Civic Cleanup Activities $62.64 $23.80
Agriculture/Irrigation $59.24 $17.19
Economic, Financial, and Management Improvements $48.01 $15.83
Repair of Civic & Cultural Facilities $32.59 $7.58
Other Urgent Humanitarian or Reconstruction Projects $32.00 $22.28
Healthcare $25.89 $9.76
Rule of Law & Governance $12.82 $7.43
Condolence Payments $10.04 $5.72
Battle Damage Repair $5.53 $5.10
Civic Support Vehicles $4.60 $1.32
Telecommunications $2.59 $1.28
Food Production & Distribution $2.12 $1.11
Iraqi Hero Payments $0.59 $0.56
Detainee Payments $0.40 $0.24

Source: OSD, response to SIGIR data call, 1/9/2009.
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Timeline of Provincial Iragi Control? Status of U.S. Funds
Supporting Irag’s Security ¢
2006 2007 2008 2009 $ Billions
Allocated
! o . L $25.3
Muthanna | ‘ Missan | Qadissiya | | Baghdad i
Thi-Qar Naiaf Kerbala Anbar Ninewa  mmseseeeee Obligated $22.6
) Erbil Basrah Babylon Diyala  mmemmeaae Expended $19.6
Sulaymaniyah Wassit  salah Al-Din
Dahuk Tameem
% ; % ; % ; % ; AttaCk U pdate d Total Attacks em—
Baghdad Attacks =

11% of population 40% of population 56% of population ~ 100% of population Ninewa Attacks

(projection)

8,000
Jul
2007
6,000 /
SOl Registration and Transfer Timeline® "
i,
PROVINCE REGISTRATION STARTED SOI TRANSFER TO GOI Dec
2,000 ' 2008
Baghdad — October 2008 U
Ninewa February 2009 March 2009 0 2004 2005 2006 2007 2008
Diyala December 2008 January 2009
8,000
Babylon December 2008 January 2009 letj)lo
7
Tameem February 2009 March 2009 6,000 [
Anbar January 2009 February 2009 4000
Wassit December 2008 January 2009

2,000 e
salah Al-Din March 2009 April 2009

Qadissiya December 2008 January 2009 2007 2008

Note: Numbers affected by rounding.

Sources:

2 U.S. Embassy-Baghdad, response to SIGIR data call, 1/5/2009; DoD, Measuring Stability and Security in Iraq, 12/30/2008, p. 29.

b MNC-, “Sons of Iraq,” 12/5/2008.

€ USAID, response to SIGIR data call, 1/8/2009; ITAO, responses to SIGIR data call, 1/12/2009 and 1/15/2009; IRMS, MNC-I Quarterly Report, 1/7/2009; OSD, response to SIGIR data call, 1/12/2009;
DFAS, response to SIGIR data call, 1/9/2009; DoS, response to SIGIR data call, 4/5/2007. For the methodology on how SIGIR grouped U.S. programs by category (Security, Infrastructure,
Economy, and Governance), see Appendix D. Obligations and expenditures by SIGIR category may vary from top-line obligations and expenditures reported in the Summary of U.S. Funding.
SIGIR did not receive current project- or sector-level reporting from all agencies, and some information was compiled from the IRMS. Figure includes only IRRF 1, IRRF 2, ESF, and CERP
funding.

d 0D, response to SIGIR data call, 10/6/2008; CENTCOM, response to SIGIR data call, 1/10/2009.
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SECURITY

The Security Agreement (SA) between the GOI
and the United States defines the terms under
which U.S. forces can operate in Iraq over the
next three years, notably limiting the permissible
scope of unilateral U.S. military action. Although
Iraqs security environment continues to see acts
of violence, the country appears to be stabilizing
as the security profile of U.S. forces shrinks.

Since June 2007, attacks decreased by 86%,
and civilian deaths due to violence by 80%.

Iraqi Security Forces (ISF) deaths have fallen

by 84%, and Coalition forces deaths by 88%.%
Notwithstanding these improvements, sporadic
incidents continue to mar the otherwise peaceful
environment. For example, a December 11, 2008,
suicide bombing killed more than 48 people

in Kirkuk, and at least 40 were killed during

the Ashura pilgrimage in Baghdad on January
4,2009. The latest bombings underscore the
fragility of Iraq’s recent security gains, adding
new urgency to U.S. efforts to train and equip the
ISF so that it can maintain order after U.S. troops
depart. For more information on the attack
trends, see the graphic factsheet on the previous
page.

The number of ISF battalions in the lead or
capable of conducting counterinsurgency opera-
tions is steadily increasing, as recent operations
in Basrah, Diyala, Missan, Ninewa, and Sadr
City have demonstrated. But the ISF continues
to rely on the Coalition for logistics, fire support,
communications, close-air support, intelligence,
and surveillance and reconnaissance.” The

SECURITY

four areas of emphasis through mid-2009 also

remain unchanged: ensure Iraqi forces continue

to improve in logistics, maintenance, and life
support; ensure the size, capability, profes-
sionalism, and leadership of the ISF to enable
increasing assumption of additional security
roles from Coalition forces; enhance the capabili-
ties of Iraqi Special Operations and Counter-

Terrorism Forces; and ensure Iragi Air Force and

Navy growth stay on track.**

Iraqi Special Operations Forces (ISOF) and
special police units also performed effectively
to disrupt al-Qaeda and foreign fighters. ISOF
planning continues to improve, but it relies on
Coalition intelligence, close-air support, and
logistics during operations.”

In December 2008, DoD announced that
165 of the 185 Iraqi battalions are leading or
operating independently of Coalition support,
an increase of 89% since October 2007. Several
other security milestones have been reached:*

» Wassit and Babylon provinces transitioned to
Provincial Iragi Control (PIC). The remaining
five provinces—Salah Al-Din, Tameem,
Diyala, Ninewa, and Baghdad—are expected
to transition by June 2009.

o A significant number of Coalition detainees
were released or transferred to GOI custody
this quarter. These Iraqi prisoners will be
released in a safe and orderly manner or pros-
ecuted under Iraqi law, as prescribed by
the SA.

JANUARY 30, 2009 | REPORTTO CONGRESS | 43



IRAQ RECONSTRUCTION FUNDING SOURCES AND USES

« The process of transferring the Sons of
Iraq (SOI) from the United States to GOI
budgetary responsibility continues apace.

o The United States turned over responsibility
for security in the International Zone to the
GOL

Since 2003, the United States has allocated
$25.3 billion and obligated $22.59 billion for the
security and justice sector. As of December 31,
2009, $19.63 billion had been expended.””

Security Agreement—

The Tipping Point

The SA provides the legal basis for a contin-

ued U.S. military presence in Irag, establish-

ing a departure date for U.S. forces of no later
than December 31, 2011. U.S. forces operating
within the jurisdictions of Irags cities, towns,
and villages must withdraw by June 30, 2009.
However, the commander of the Multi-National
Force-Iraq (MNE-I) has indicated that some U.S.
troops will remain in the cities after the sum-
mer.” Furthermore, a referendum to be held in
mid-2009 could terminate the SA and expedite a
complete pullout.”

Following approval by the Council of
Representatives, Iraq’s Presidency Council
ratified the SA on December 4, 2008. Under the
agreement, the GOI will determine which opera-
tions may be carried out by U.S. forces, and limi-
tations have been set on the searching of homes
and buildings. The SA also places contractors
under Iraqi jurisdiction and calls for contractors
detained by U.S. forces to be handed over to Iraqi
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An Iraqi police officer casts his shadow on the wall of
the Balat police station. (MNF-I photo)

authorities. However, after the SA was finalized,
the GOI issued a ministerial order that will delay
full implementation of the SA, until the MOI
develops rules governing its application.'®

Private Security Contractors

A significant element of the SA relates to Private

Security Contractors (PSCs), which play an

important role in supporting current reconstruc-

tion and diplomatic operations in Iraq. Questions
regarding the costs, functions, and legal status

of contractor personnel in theater have been

the subject of review by both the U.S. and Iraqi

governments. The terms and conditions set forth

in the SA ended the immunity for PSCs in Iraq as
of December 31, 2008, which inevitably will bring
changes to their operations:'”!

o PSCs may raise their costs considerably, and
some may decide that the risks of operating
without U.S. government protection are too
great to continue their contracts.

o A reduction of the U.S. military footprint in Iraq
may create greater demand for PSCs. At this
time, however, the nature of the operational and
financial impact of the SA is difficult to assess.



SECURITY

An Iraqi National Police officer takes the lead at a checkpoint with U.S. forces advising. (MNF-I photo)

The nature of PSC support varies based
on the types of services requested and the
geographic location of the project.'®> USAID
reports that several changes following the
passage of the SA will affect the scope of its PSC
support, including:
o registration and licensing requirements
imposed by the GOI
o changes in the U.S. military footprint in Iraq'®
Responding to a congressional mandate,
SIGIR has completed a comprehensive plan
for audits of PSCs operating in Iraq. As part of
executing that plan, SIGIR accomplished an
audit this quarter of Aegis Defence Services,
a major provider of security services to DoD
in Iraq. The audit found that, as of November
2008, Aegis had received $624.4 million for
those services, involving seven contracts.
Approximately $612.8 million or 98% of those
funds were received on three Reconstruction
Security Support Services (RSSS) contracts.'**
In addition to contract costs, the govern-
ment provides life-support services and vehicles
to Aegis personnel at substantial cost, estimated
to exceed $57 million per year. The government

also provides other services and supplies,
including ammunition, vehicle maintenance,
and fuel. SIGIR made three recommendations
to improve contract administration.'® For a
summary of this report, see Section 4.

Continuing Transfer of Sons of
Irag to GOI Responsibility

Iraq’s security environment improved signifi-
cantly in 2007-2008 in part because of the SOI
program.'® According to the Multi-National
Corps-Iraq (MNC-I), approximately 99,000 SOI
members are being integrated into the ISF or
provided other employment opportunities.'”
As of January 1, 2009, 76% of Iraq’s SOI mem-
bers were under GOI control.'® This quarter,
SOI members in Diyala, Wassit, Babylon, and
Qadissiya provinces joined those already under
GOI control. The GOI began paying the salaries
of members from Diyala, and MNC-I will con-
tinue to pay the members from Wassit, Babylon,
and Qadissiya through February 2009.'”

The Duncan Hunter National Defense
Authorization Act for Fiscal Year 2009 (NDAA)
specified that the U.S. government should take
action to ensure that Iraqi funds are used to
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pay the costs associated with the SOI. As of
December 15, 2008, the GOI had assumed
responsibility for paying 93% of the SOI
members."° The GOI has pledged that 20% of
the SOI will transition to the ISE'"!

In an interview with SIGIR, the commander
of the U.S. forces in Iraq said that the SOI
transfer program is “progressing nicely” and that
the United States had moved responsibility for
payment of all the SOIs in Baghdad to the GOI.
The focus in 2009 is transitioning many SOI
members to permanent employment. Efforts to
provide technical training and to link trainees to
subcontracts for project work have been going
well; contract bids that employ SOI members
receive preferential treatment.'* For more infor-
mation on the status of the SO, see the Security
graphics factsheet.

Daughters of Iraq

The GOI faces increased demand for female se-
curity personnel because of the large increase in
female suicide bombings: 41 women carried out
suicide attacks in 2008, compared to 8 in 2007.'"
As a result, the GOI has increased efforts to hire
women into the police and volunteer security
programs to provide a culturally acceptable
means to search women and deal with related
threats. To date, approximately 1,000 women
have joined the Daughters of Iraq, partnering
with the SOI to provide an added security capa-
bility in the provinces of Baghdad and Diyala, as
well as some areas of Salah Al-Din."*
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GOI Security Analysis

Iraqis are preparing security plans for the
upcoming provincial elections to be held on
January 31, 2009. Although Iraqis fully control
this event, MNF-I will advise Iraqi security
planners.'" Since the 2005 election, the ISF has
doubled in size, and its ranks have become much
more capable."

On December 10, 2008, Prime Minister
al-Maliki addressed a gathering of local leaders
in Kerbala, praising the resolution and determi-
nation of all Iraqis regardless of ethnicity or sect
and highlighting the changes in Iraq in the years
since the fall of Saddam’s regime. He said:

Irag has become a state. Two or three years ago,
Iraq was not a state. Baghdad was besieged.
Even the officials were not able to leave
Baghdad to Kerbala, Al-Anbar, Diyala, or Salah
Al-Din. Today, all Irag’s roads are open... [and]
safe, God be praised. This is a serious and great
achievement. The agreement on the withdrawal
of forces has come to stress to us and to the
Coalition forces that the Iragi forces now enjoy a
high degree of preparedness.... This is a success
that we have achieved while we were in the
field, fighting terrorism, making sacrifices, and
offering martyrs.»7

Recent Developments

in U.S. Programs

The security and justice sector receives the larg-
est portion of U.S. funding for reconstruction
in Iraq. Funds are drawn from several accounts,
including the ISFE, CERP, IRRE ESEF, and fund-
ing for the Department of State’s Bureau of



TABLE 2.9

U.S. SUPPORT OF SECURITY AND JUSTICE ($ miLLions)

SECURITY

% CHANGE IN
EXPENDITURES FROM

FuND NAME PROGRAMS OBLIGATIONS EXPENDITURES LAST QUARTER
ISFF All Programs and Categories $14,391.35 $11,765.64 7%
CERP Battle Damage $38.27 $31.76 1%
Civic Infrastructure Repair $91.11 $70.63 5%
Protective Measures $353.15 $270.53 13%
Detainee Release Payments $0.89 $0.54 6%
Law & Governance $96.51 $87.40 6%
ESF Marla Ruzicka Iraq War Victims Fund $29.91 $14.95 50%
(Transferred to the IRRF)
Regime Crimes Liaison Office $31.90 $27.69 0%
IRRF Security and Law Enforcement $4,937.00 $4,872.00 0%
Justice, Public Safety, and Civil Society $2,282.00 $2,185.00 0%

Notes: Numbers affected by rounding. For the methodology on how SIGIR grouped U.S. programs by category (Security, Infrastructure, Economy, and
Governance), see Appendix D. Obligations and expenditures by SIGIR category may vary from top-line obligations and expenditures reported in the
Summary of U.S. Funding. SIGIR did not receive current project- or sector-level reporting from all agencies, and some information was compiled from the

IRMS.

Sources: IRMS, MNC-I Quarterly Report, 1/7/2009; USAID, response to SIGIR data call, 1/8/2009; ITAO, responses to SIGIR data call, 1/12/2009 and 1/15/2009;

0OSD, response to SIGIR data call, 1/16/2009.

International Narcotics and Law Enforcement
Affairs (INL). For an overview of programs and
changes of expenditures from last quarter, see
Table 2.9.

This quarter, SIGIR conducted an audit of
USS. funding for programs supporting the ISE.
The NDAA for FY 2009 prohibits the use of 2009
ISFF monies for infrastructure projects. Auditors
found that much of the remaining ISFF dollars
will be used to purchase equipment and provide
training to complete, sustain, modernize, and
enable the ISE!®

The Congress provided $3 billion for FY
2008 and a $1 billion bridge fund for FY 2009.
MNSTC-Ts current spend plan prioritizes the
fund as follows:'?

o 42% for equipment

* 30% for training needs

o 10% for sustainment support
« 8% for associated activities

SIGIRs new audit of the ISFF found that GOI
funding of security forces increased over the last
two years due, in part, to MNSTC-T’s efforts to
encourage the Iraqi government to become more
self-reliant. Notwithstanding these improve-
ments, continued ISFF support will likely be
sought to ensure that the ISF possesses key capa-
bilities necessary to provide for its security.'*

The audit also found that MNSTC-I’s internal
documentation of cost-sharing negotiations and
arrangements is insufficient.

Update on the ISF

With more than 600,000 personnel in its security
forces," the GOI continues to expand the

ISF and at the same time remedy a persistent
shortage of trained commissioned and non-
commissioned officers (NCOs).'?? The United
States focused ISF development in four areas:
developing ministerial capability; improving
military and police forces via the use of embed-
ded advisors and unit partnerships; building the
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logistics, sustainment, and training capability of
the Ministry of Defense (MOD) and Ministry of
Interior (MOI); and supporting the expansion of
the army and police.'”

Table 2.10 illustrates the total number of
ISF trained personnel as of December 30, 2008.
Figure 2.4 shows the historical trend of ISF
training since 2005. Recruiting and accession of
personnel are currently on track to meet force
structure goals, though challenges remain. The
MOI struggles with training because of a limited
number of facilities, while the MOD faces a
hiring freeze caused by budget constraints and
end-strength authorizations."** These factors may
limit the ISF achieving the desired 2008 force
structure.

TABLE 2.10

ASSIGNED AND TRAINED TOTALS FOR THE IRAQI SECURITY FORCES,

AS OF 12/30/2008

Non-commissioned Officer Corps

The NCO corps has grown significantly in the
last year—notably in the junior ranks. Between
January and July 2008, 6,772 NCOs gradu-

ated from the training program. As of the end
of December 2008, more than 83,000 NCOs
had entered into service in the Iraqi Army.'*
Currently, 70% of the targeted NCO positions
are filled due, in part, to the focused rehiring of
Saddam-era NCOs and officers. This quarter, the
MOD vetted 13,789 officers from the former re-
gime and allowed them to rejoin the Iraqi Army,
where they are being retrained.'” For more
information, see Table 2.11.

FIGURE 2.4

IRAQI SECURITY FORCES TRAINED

FORCE SERVICE BRANCH ASSIGNED TRAINED 600,000
Ministry of Defense Iraqi Army 196,236 235,606
. 500,000
Training and 23,452 22,930
Support
Air Force 2,006 2,843 400,000 -
Navy 1,898 1,494
300000 ——M — — —
Total MOD 223,592 262,873
Ministry of Interior Iraqi Police 300,156 209,100 200,000 — — — —
National Police 41,044 52,513
Border 100,000 - B B N B B
40,328 36,673
Enforcement
0
Total MOI 381,528 298,286 2005 2006 2007 2008
Counter-Terrorism Special Operations 4,160 4,564
ISF Total 609,280 565,723 Note: Cumulative number of Iraqi Army, Air Force, Navy, Iraqi Police,

Notes: Assigned numbers illustrate payroll data; they do not reflect present-for-duty totals. Trained figures

include personnel who are AWOL and are away due to injury.

Sources: DoD, Measuring Stability and Security in Iraq, 12/30/2008, p. 31.
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National Police, Border Enforcement, and Special Operations Personnel.

Source: DoD, Measuring Stability and Security in Iraq, 7/2005, 10/2005,

2/2006, 5/2006, 8/2006, 11/2006, 3/2007, 6/2007, 9/2007, 12/2007, 3/2008,

6/2008, 12/2008.



TABLE 2.11

REGISTRATION OF FORMER OFFICERS AND NCOSs,
AS OF 1/6/2009

RANK # REGISTERED
General 1,321
Lt. Colonel to Colonel 4,163
Lieutenant to Major 8,299
NCO 83,178
Total 96,961

Source: MNF-I, response to SIGIR data call, 1/10/2009.

Logistical Contracts and Life Support
A self-sustaining ISF requires the administration
of a full range of logistical functions to support
operations. However, GOI funding for these re-
quirements dropped 46% from 2007 to 2008—a
trend expected to continue in 2009 as falling oil
prices threaten to further reduce the budget for
the coming year.'” Further impeding efficient
delivery of logistics, all management decisions
within the MOD must now be approved by the
Minister of Defense, including the hiring of
civilians and approval of all but minor facility
maintenance contracts. In some cases, the Prime
Minister must approve these actions. Until this
improves, the MOD’s acquisition, force manage-
ment, and logistics processes will continue to be
hampered.'?®
Continued U.S. support remains necessary,

and approximately $260.7 million of the ISFF
will be obligated from FY 2008 funds for MOD
and MOI sustainment during FY 2009.'? Recent
and upcoming life-support highlights include:
o Life-support functions for the ISF stationed at

Kirkush, Kirkuk, Al-Namaniya, Al-Alil, and

SECURITY

Al-Hamdaniya shifted to GOI responsibility.
The United States had been supporting $17.6
million in life-support costs at these locations,
but in 2009, it will provide only $9.3 million.
Whether the GOI will pick up the balance is
unknown.'*

U.S. appropriations continue to fund
numerous logistics and life-support activities;
$400 million in contract value continues into
late 2009. The Camp Dublin Life Support and
Training contract ($49.2 million) has been
delayed until November 2009 and the Logistics
Transportation Blanket Purchase Agreement
contract ($12.0 million), which MNSTC-I will
de-scope as needed, is planned to continue in
August 2009."!

Transfer of the National Maintenance Contract
($32 million) and the HMMWYV maintenance
program ($32 million) at Taji National Depot
continues into 2009."* SIGIR will issue an
audit on this contract next quarter.

In 2009, the GOI will assume 14 life-support
locations at an annual cost of $350 million.'**
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FIGURE 2.5

STATUS OF 2008 FOREIGN MILITARY SALES WITH IRAQ

$ Billions, Cumulative
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GOl Commitments—Not Delivered

[ GOl Commitments—Delivered

Note: Numbers are affected by rounding.
Source: MNSTC-l, response to SIGIR data call, 1/10/2009; DoD, Measuring

Stability and Security in Iraq, 12/30/2008; Global Security Affairs, 7/7/2008;
DSCA, response to SIGIR data call, 10/15/2008.

FMS Update

Prior to 2007, funding for ISF equipment and
training was provided primarily through the
ISFE The GOI continues to rely on the U.S.
Foreign Military Sales (FMS) program to pur-
chase authorized defense-related goods, equip-
ment, and services for ISF with Iragi funds."*

This quarter, the Iragi military requested
more than $1.9 billion of equipment through
EMS, including 3 strategic defense moderniza-
tion programs to provide 140 M1A1 tanks, 24
Bell 407 armed scout helicopters, and six C-130]
airlifters. At the end of the year, both the MOD
and MOI transferred remaining investment
funds exceeding $1 billion into their FMS Trust
Fund accounts.'*

To date, the MOD has executed FMS
purchases totaling $4.3 billion. Purchases of
$2.6 billion in 2008 demonstrate a nearly 200%
increase from the total recorded from 2005
through 2007. The MOI has deposited $1.2
billion for purchases, of which $173 million
was implemented in 2008. One of the largest
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purchases involved 80 armored support
vehicles.*

The average time required to process FMS
cases has improved significantly, and the time
for delivery has been reduced. However, much
more work is required to improve the status of
in-transit visibility and delivery dates and to fully
meet timelines."” Transportation and delivery of
equipment has improved through better coordi-
nation and the use of the Defense Transportation
System. For more information on FMS, see
Figure 2.5.

Justice
U.S. projects this quarter continued to focus on
judicial security, courts, prisons, and detainees.

Establishing the Rule of Law

Improving judicial security in a high-threat
environment remains a top priority. The Prime
Minister directed the MOI to augment security
for Higher Judicial Council (HJC) judges. To
develop and implement an effective security
strategy, it will be necessary to overcome insti-
tutional distrust of the MOI by the HJC. Other
issues include adequately addressing patronage
issues within both institutions and develop-
ing a plan that will meet Ministry of Finance
requirements."*

This quarter, progress was made on the
judicial security plan. Specifically, HJC and MOI
representatives agreed on a broad framework
that would have the MOI providing judicial
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Courthouse in Anah, Iraq, rebuilt with assistance from Coalition forces. (DoS photo)

security while meeting HJC demands. Obstacles
still loom because the plan lacks a budget and a
set of commonly accepted training standards.'*

The execution of court orders, including
amnesty orders, remains a significant problem.
The United States continues to support GOI
agencies, including the Ministry of Human
Rights, in their efforts to implement this crucial
component of reconciliation.'*’

The physical condition of the courts, affected
by years of Saddam-era neglect, and budget
execution remain a concern. Funding responsi-
bility for construction of courthouses continues
to shift to the GOIL, and many U.S.-funded court
facilities are becoming operational. In the last six
months, large, modern, U.S.-funded courthouses
were opened in the Huriya and Rusafa districts
of Baghdad, which will house 20% of the judges
in Iraq. Other U.S.-funded courthouses are
scheduled to open next quarter in Basrah and
Hilla. The HJC reports that 10 courts are under
construction, 9 additional courts are in the plan-
ning phase, and several improvement projects
are planned for the provinces.'*!

This quarter, SIGIR inspected the Anbar
Rule of Law Complex, which will help promote

a secure environment for Iraqi criminal justice
officials to enforce the rule of law. This $21.4
million project was funded by the IRRE ISFE,
and the Iraq Interim Government Fund. SIGIR
determined that the project results are consistent
with the original project objectives. Specifically,
the renovation portion of this project will
provide three courthouses for judges to hear
cases, a pre-trial detention facility, and facilities
for training and office purposes.'*

INL reported that the Major Crimes Task
Force (MCTF) continues to develop, especially
in the area of public corruption investigations.
Recently, the public corruption investigation
team initiated four new cases in addition to six
ongoing investigations. MCTF teams are staffed
by Iraqi officers from MOI Internal Affairs, the
Inspector General’s Office, and the National
Information and Investigations Agency.

Courts Update

The U.S. government provides significant logisti-
cal and technical support to increase efficiency
and security for the Central Criminal Court of
Iraq (CCC-I) in Al-Karkh and Rusafa.
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Docket Backlog

The United States has set short-, medium-, and
long-term goals to assist the HJC in mitigating
the docket backlog. In the short term, advisors
from the Office of the U.S. Justice Attaché are
assisting provinces by providing basic logisti-
cal assistance, such as helping courts to procure
electrical service with the Minister of Electricity
and installing basic file-management systems.
Additionally, MNF-I provides assistance by
transporting detainees to court and circuit judges
to areas of Iraq still too dangerous to establish
permanent court facilities.'*?

PRT Baghdad and the U.S. Embassy’s Law
and Order Task Force (LAOTF) established the
Rusafa Legal Defense Center, which should
reduce the judicial backlog by providing the legal
services of 25 Iraqi attorneys to assist thousands
of detainees. Since its inception, the center has
conducted more than 4,200 detainee consulta-
tions and facilitated 2,176 inmate releases or
transfers and 1,024 amnesty releases. Similar
facilities are planned in several other provinces,
including Anbar. LAOTF has also provided
technical assistance to establish a basic system
to assist court personnel in more efficiently
locating and transporting detainees to court for
hearings.'**

U.S. personnel are also working with Iraqi
courts and the MOI to improve the operating
relationships between investigative judges and
the police. One goal of this ongoing effort is to
mitigate the delay caused by the transfer of inves-
tigative files between police and judges. With
the recent graduation of a new class, the total
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number of HJC judges and prosecutors is now
approximately 1,225."* However, only about 300
of these serve as investigative judges.'*®

To address the long-term capacity goals
of the court system, INL is developing the
Iraq HJC Court Administration Project to
improve the HJC’s budget execution capacity,
case management, and other administration
processes. Currently, the HJC lacks a central-
ized case-management system; thus, very few
cases are being tracked. Long-term goals include
standardizing a national case-management
system, initially via a manual system and later
through a phased-in computer system. The
Judicial Education and Development Institute,
scheduled to open in the first quarter of 2009,
has set criminal case management as a priority in
its curriculum development. Finally, U.S. govern-
ment personnel assisted in basic management by
planning for appropriate court administration
office space, traditionally lacking, within new
courthouses.'"’

Iraqi Chief Justice Medhat Mahmoud said
that he does not think that the state-of-the-art,
multi-million dollar courthouse built in the
Rusafa neighborhood of Baghdad should neces-
sarily be replicated throughout Iraq. Instead, he
favors more modest projects tailored to provin-
cial needs. This stance is consistent with Chief
Justice Medhat’s past decisions on spending
money from the HJC budget. For example, based
upon unique local issues, he supports a compre-
hensive rule-of-law center in Diyala, while advo-
cating for a major crimes court just in Mosul.
Progress has not been made at either location



FIGURE 2.6
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FEDERAL COURT CASES RECEIVED AND SETTLED, 7/1/2008 — 9/30/2008
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Source: GOI, Higher Judicial Council, 2008 statistical report, translated through U.S. Embassy-Baghdad, response to SIGIR data call, 1/10/2009.

because of delays in producing GOI-approved
letters of request and in resolving property title

issues.!®

Trial and Appelate
Between July 1 and September 30, 2008, 77% of
the active lawsuits were resolved, either through

dismissal, transfer, acquittal, or conviction. The
number of cases resolved has been rising slowly,
and the HJC expects this trend to continue,
citing increased judicial efficiency and better
time-management practices by Iraqi judges and
court personnel.'* Figure 2.6 shows the number
of cases settled by the Federal Appeals Courts.
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Detainees

MNE-T assists the U.S. Department of Justice by
tracking caseload by calendar year. According to
Task Force 134 (TF-134), 2,038 GOI detainees
were presented for investigative hearings in 2008.
More than 1,880 hearings have been completed,
and 1,050 were referred to trial. Only 58% of
suspects whose cases proceeded to trial were
convicted in 2008."*° This stands in stark contrast
to the U.S. justice system, where federal convic-
tion rates hover around 90%. An additional 1,882
cases are being processed.'*!

Due to the expeditious resolution of cases
and issuance of detention orders by CCC-I
investigative judges, TF-134 transferred the last
of its charged female detainees to Iraqi custody.
TF-134 also reduced its juvenile population
from nearly 900 in 2007 to 60. Through exten-
sive work with CCC-I’s juvenile crimes judges
and the Tobchi juvenile detention center, all but
one of the juveniles held by MNF-I have been
transferred to Iraqi custody. Twelve detainees
who committed their offenses as juveniles were
transferred to an adult facility population after
turning 18."*

TABLE 2.12

ELiGIBLE AMNESTY LAW CASES,
2/27/2008-1/15/2009

AMNESTY PETITIONS RELEASED DENIED

158,310 127,431 30,879

Source: GOI, Higher Judicial Council, response to SIGIR data call,
1/21/2009.
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MNF-I advises new Iraqi police officers. (DoD photo)

Amnesty Law Cases

The Presidency Council approved the Amnesty
Law on February 26, 2008, allowing amnesty for
Iraqgis accused or convicted of certain crimes.
The HJC reported that more than 158,000
petitions were brought before amnesty review
boards, of which more than 80% were deemed
eligible for amnesty."** However, the large num-
ber of petitions is misleading because, in many
cases, individuals filed multiple petitions. In
addition, 23,000 Iraqis released on bail, parole,
or facing warrants were also granted amnesty."*
See Table 2.12 for the status of eligible amnesty
law cases.

Completion of Witness Protection Facilities
Four INL-funded witness protection facilities,
totaling $9.2 million in IRRF obligations, were to
be built next to four DoD-funded courthouses in
Rusafa, Mosul, Basrah, and Al-Karkh. However,



TABLE 2.13
STATUS OF WITNESS PROTECTION FACILITIES

CosT 1O DATE PROGRESS TO DATE

SECURITY

CHANGE FROM

LOCATION ($ MILLIONS) (% COMPLETE) OCTOBER 2008

Basrah $1.9 100% 2% increase

Rusafa $2.9 100% none

Al-Karkh $2.0 100% none

Source: INL, response to SIGIR data call, 1/5/2009.

the Mosul project was abandoned after a 2007 Police Training

car bombing severely damaged the courthouse.
As shown in Table 2.13, all projects have now
been completed.

Prison Update

Five new INL-funded prisons are scheduled to
open over the next 6 months, increasing prison
capacity by more than 6,500 beds. These facilities
should alleviate post-trial overcrowding, accom-
modate convict population growth, and allow
closure of delapidated facilities. The GOl is in
the preliminary stages of planning 4 new prisons
with a total of 12,500 beds."** Figure 2.7 shows
the status of prison construction.

FIGURE 2.7

PRISON CONSTRUCTION
Completed Status as of 12/13/2008

100%

0,
80% 75%

60%
’ — 57% 55% —

40%

20%

o 1%

Source: INL, response to SIGIR data call, 1/10/2009.

This quarter, SIGIR inspected Baghdad Police
College to determine the status of actions taken
to address previously identified plumbing defi-
ciencies in the cadet barracks. SIGIR determined
that the U.S. government had executed a success-
ful quality assurance program, which ensured
that the quality of construction was satisfactory
and that the facility was operating at full capabil-
ity when accepted by the U.S. government and
when transferred to Iraqi operators. However,
during SIGIR site inspection—six months after
turnover to the Iragis—inspectors found the la-
trine facilities to be in a state of disrepair, caused
by a combination of vandalism, theft, and a lack
of routine maintenance. The Iraqis did not repair
the damage caused by vandalism or replace the
items removed by apparent theft. As a result,
only portions of the new latrine buildings were
usable."
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Major Ongoing GRD Infrastructure Projects?

Farabi and Jamila 132-kV Substations  Qudas Power Plant
o $48 million obligated, 88% complete e $169 million obligated, 93% complete

e Fund: IRRF 2 e Fund: IRRF 2
e Description: Two 132-kV substations e Description: A power plant with 10 |
constructed in Sadr City generators with overall feasible capacity of

738 MW, which can serve 638,000 homes
(approximately 4 million people)

Nassriya Drainage Pump Station

o $20 million obligated, 80% complete

e Fund: IRRF 2

e Description: Will provide agricultural
runoff drainage for 1.5 million hectares
of irrigated land in southern Iraq and
improve the Euphrates River water quality

Eastern Euphrates Drain

o $38 million obligated, 63% complete

e Fund: IRRF 2

e Description: Will serve 1.5 million
hectares of farmland from Baghdad
through southem Iraq

Basrah Children's Hospital

e $164 million estimated cost

® Fund: Various

e Description: State-of-the-art pediatric
oncology hospital.

il

Note: Figures are estimates; locations on map are approximate. Numbers affected by rounding.

Sources:

@ GRD, response to SIGIR data call, 1/5/2009; GRD, “Basrah Children’s Hospital: Overview and Status Update,” 1/5/2009. Photos: GRD, Essayons Forward, Vol 4,
Issue 2; DoD, http://www.defenselink.mil/news/briefingslide.aspx?briefingslife=317, 1/13/2009; www.symbion-power.com/experience/sub_farabi.html, 1/13/2009;
GRD, Essayons Forward, Vol 5, Issue 2.
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Obligations for Infrastructure?

Status of U.S. Funds Unexpended Obligations, by Fund

INFRASTRUCTURE

Unexpended Obligations, by Sector

$ Billions S Millions, % of $583 Million S Millions, % of $583 Million
IRRF 1 Other
Allocated $1.7 (0.3%) ESF $1.73 (0.3%)
13.0 . $71.6 Transportation and
2===--=---.Obligated $12.6 Communications Electricity
Expended $12.0 $125.6 $142.6
CERP 22% .
$212.0
36%
12%
Oil and Gas
Health Care
51% $67.3 $58.2
IRRF 2 32%
$298.0
Water
$187.8
Infrastructure Highlights®
$150 280

Oil—Weekly Average Oil Prices in 2008 (dollars per barrel) %008
¢ The price of Kirkuk crude oil reached an all-time high of $134 per barrel in July 2008 and $90 ZD(%S

fell to a nearly four-year low of $44 per barrel in January 2009. 7

$30

Electricity—Daily Feasible Generation Capacity (MW) in 2008, by Month 10,000 12%’(‘)8
¢ Though challenges remain, the improved security environment has resulted in increased 0650 T \

feasible generation capacity. ! Dec
o Electricity production reached record levels this quarter. 9,300 2008
Transportation—Daily Average Civilian Air Activity in 2008, by Month
¢ Baghdad Area Control center assumed responsibility of all airspace above 24,000 feet Jan

except in Mosul on January 1, 2009; daytime operations have been running smoothly and 200 2008 Dec

the Iraqi Civil Aviation Authority (ICAA) is expected to have control over tower operations ! %008

by February 2009 once International Civil Aviation Organization standards are met. 150 _’\/\——V—
¢ The first commercial flight between Europe and Iraq since the 1990 invasion of Kuwait

landed in Baghdad from Copenhagen in January; more flights are expected from across 100

Europe and from Hong Kong
Communications—Quarterly 2008 Wireless Telephone Subscriptions (millions of people) 5)588
¢ Total public and private investment in telecommunications has reached $10 billion. 16 7

¢ Kalimat Telecom continues plans to build the Middle East’s largest wireless network across
5,000 towns in Iraq.
e Arecord 14.7 million people subscribe to wireless phone service.

Jan
13 2008
10!

Note: Numbers affected by rounding. For the methodology on how SIGIR grouped U.S. programs by category (Security, Infrastructure, Economy, and Governance), see Appendix D.
Obligations and expenditures by SIGIR category may vary from top-line obligations and expenditures reported in the Iraq Reconstruction Funding chapter. SIGIR did not receive
current project- or sector-level reporting from all agencies, and some information was compiled from the IRMS. Figure includes only IRRF 1, IRRF 2, ESF, and CERP funding. Totals
also reflect the addition of IRRF 1 monies for the first time in SIGIR’s quarterly reporting.

Sources:

3 IRMS, ESF Cost to Complete, 1/5/2009; ITAO, response to SIGIR data call, 1/12/2009; IRMS, MNC-I Quarterly Report, 1/7/2009; DFAS, response to SIGIR data call, 1/9/2009; USAID,
response to SIGIR data call, 1/12/2009.

bys. Energy Information Administration, “Weekly Iraq Kirkuk Netback Price at U.S. Gulf, 12/31/2008," www.eia.doe.gov, accessed 1/5/2009; ITAO, IRMO Electric Daily
Units Performance Report, 1/1/2008-12/31/2008; Economist Intelligence Unit, “Irag: Country Report,” 12/20/2007, p. 13; U.S. Army Combined Arms Center Military Review,
“Restoring Hope: Economic Revitalization in Iraq Moves Forward,” 3/2008-4/2008, p.11; ITAO, response to SIGIR data call, 7/7/2008; U.S. Embassy-Baghdad, responses to SIGIR
data call, 10/2/2008 and 1/5/2009.
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INFRASTRUCTURE

The reconstruction and maintenance of Iraq’s
infrastructure must still address the considerable
consequences of past war, sabotage, and neglect.
The United States has allocated more than $13.00
billion, obligated more than $12.57 billion, and
expended more than $11.99 billion for the recon-
struction of Iraq’s infrastructure sectors:'”

« oil and gas

o electricity

o water

o health care

o transportation and communications

For the status of remaining U.S. funding in
infrastructure by sector and funding source, see
the graphic factsheet on the previous page.

Despite considerable U.S. investment in Iraqs
infrastructure, surveys of Iraqi citizens over the
last year show continuing dissatisfaction with the
delivery of electricity, water, and health care. For
example, a national survey conducted toward the
end of 2008 indicated that only 16% of Iragis are
satisfied by the amount of electricity they receive,
down from 32% who felt satisfied in 2007. Iraqis’
satisfaction with health services fell from 36%
to 26% over the same period. Only 31% were
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satisfied with the availability of drinking water—
unchanged from a year ago.'**

Oiland Gas

In the oil and gas sector, the United States has al-
located nearly $2.05 billion, obligated more than
$1.92 billion, and expended more than $1.86
billion."*

Export levels increased from the previous
quarter, while oil production decreased. As
shown in Figure 2.8, Iraq’s oil revenue decreased
because of falling oil prices.

Oil prices peaked on July 4, 2008, when the
price of Kirkuk crude oil reached a record high
of $134 per barrel.' Although the GOI had
initially used $80 per barrel to estimate the 2009
budget, the price dramatically dropped to
$44 per barrel by January 2009.'¢' Iraq’s 2008
oil income totaled $61.9 billion, below the
$66 billion-$79 billion range forecasted in
September 2008; this earlier forecast assumed
an oil price ranging from $96.88 to $125.29 per
barrel.'”* The GOI downwardly revised its 2009
budget based on a new forecasted average oil
price of $50 per barrel for 2009.'¢*



FIGURE 2.8

IRAQ’S 2008 OIL REVENUE AND PRICE PER BARREL

$12 A/f-\
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- Kirkuk Crude Oil Price
'Dollars per Barrel
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Note: Numbers are affected by rounding.

Sources: DoS, Iraqg Weekly Status Report, 12/31/2008; U.S. Energy Information Administration, “Weekly Iraq Kirkuk Netback Price at U.S. Gulf,

12/31/2008," www.eia.doe.gov, accessed 1/5/2009.

Oil Production and Exports
Crude oil production averaged 2.37 million bar-
rels per day (MBPD) this quarter—a 4% decrease
from the previous quarter, but about equal to the
same quarter in 2007. Although oil field manage-
ment problems caused a noticeable decrease in
crude oil production in the south this quarter,
annual production for all of 2008 averaged
2.42 MBPD—an almost 15% increase over 2007
production of 2.11 MBPD.'#*

Exports this quarter averaged 1.79 MBPD,
an increase of more than 3% over the previous
quarter, but a 6% decrease from the same quarter
in 2007. Southern exports were occasionally
hampered by weather and the condition of un-

dersea pipelines.'®

Effective Iragi maintenance of the oil infra-
structure and equipment remains a concern.
SIGIRSs recent audit of Kellogg Brown & Root
Services, Inc., oil projects funded by the IRRF in
southern Iraq indicated that the GOI may not
be properly maintaining oil facilities built under
the U.S. reconstruction program. The audit
expressed concern that the value of the contrac-
tor’s effort could be diminished and possibly lost
because of poor operations and maintenance
practices.'*® For more information on this audit,
see Section 4.

Refined Fuels
The GOI continued to struggle to meet domestic
demand for refined fuels, failing to reach target
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TABLE 2.14
QUARTERLY TRENDS—IMPORTS AND PRODUCTION OF REFINED FUELS
Production Imports Total Supply
Quarterly Quarterly Quarterly
Average Change from Average Change from Average Change from

10/1/2008- Same Quarter 10/1/2008- Same Quarter 10/1/2008- Same Quarter

12/31/2008 Last Year 12/31/2008 Last Year 12/31/2008 Last Year
LPG 2,986 TPD +37% 4,144 TPD +176% 7,130 TPD +93%
Kerosene 10.01 MLPD +81% 0.76 MLPD -51% 10.77 MLPD +52%
Gasoline 10.93 MLPD +29% 3.94 MLPD -38% 14.87 MLPD +1%
Diesel 15.24 MLPD +56% 1.81 MLPD -33% 17.05 MLPD +36%

Note: Numbers affected by rounding. TPD denotes tons per day. MLPD is millions of liters per day.

Source: NEA-I, response to SIGIR data call, 1/5/2009.

levels for the last week of this quarter. Daily aver-
ages for the week ending December 30 showed
a shortfall of 51% for gasoline, 36% for diesel,
24% for liquefied petroleum gas, and 15% for
kerosene.'”

Notwithstanding limited supplies, domestic
production appears to be trending upward, as
shown in Table 2.14.

EFC Support of the Ministry of Qil
The Energy Fusion Cell (EFC), part of the Multi-
National Force-Iraq (MNF-I), works with the
U.S. Embassy Economic Section, the U.S. Energy
Attaché, and international donors to support
Iraq’s Ministries of Oil, Electricity, and Interior.'s®
The EFC operates from the International Zone
as a conduit of information on energy issues be-
tween the GOI and the U.S. Embassy, facilitating
engagements between Irag’s energy stakeholders.
The EFC is assisting the Ministry of Oil to
complete a number of ongoing projects:'®
« Baiji-to-Baghdad pipeline repair: the first
phase of this project is nearing completion and
will supply natural gas, liquefied petroleum
gas, and liquid fuels (gasoline, kerosene, and
diesel) from production centers in the north
to meet high demand in the Baghdad area.
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Subsequent phases will repair additional pipe-
lines in the corridor.

Naft Khana-to-Doura pipeline repair: work
began this quarter; when complete, the pipe-
line is expected to increase crude supplies to
Baghdad by several thousand barrels per day.
Baiji-to-Mosul pipeline repair: work began
this quarter; when complete, the pipeline will
provide bulk fuel movement from the Baiji
refinery to the high-demand area of Mosul.
Baiji refinery complex upgrades: numerous
projects aim to reduce corruption and improve
reliability, throughput, and yields.

Southern Export Redundancy Project: a

U.S. company has been awarded a contract to
conduct unexploded ordnance surveys, bathy-
metric/geotechnical surveys, and front-end
engineering design. Surveys are expected to
begin soon.

Infrastructure security: the EFC is identify-
ing additional facilities and infrastructure
requiring increased protection and conducting
pre-contracting activities for follow-on invest-
ment by the Infrastructure Security Protection
program.



The improved security situation enabled the K3 Oil Refinery in Haditha
to reopen in 2008. (1st Marine Division Public Affairs photo by Lance
Cpl. Paul M. Torres)

Pipeline Exclusion Zones
Given the GOTI’s dependence on revenue from
oil exports, continuing efforts to improve
security for Iraq’s oil infrastructure and pipelines
remain critical.'” In a cost-sharing agreement
with the GO, the United States developed
Pipeline Exclusion Zone (PEZ) projects,
providing $110 million from the ESF for the
Infrastructure Security Protection (ISP) pro-
gram to prevent sabotage along Iraqgs oil pipe-
lines."”" According to the U.S. Embassy-Baghdad,
the ISP program has been a significant factor in
reducing the vulnerability of critical infrastruc-
ture to damage or theft."”> A SIGIR inspection
last fall showed this program to be among the
most successful of the entire Iraq reconstruction
enterprise.

Although there have been reports of pipe-
line interdictions in other areas of Iraq in recent
months, no pipelines within PEZ areas have been

INFRASTRUCTURE

attacked since the project began in July 2007.
However, GRD reports that because the GOI has
not been providing sufficient numbers of secu-
rity personnel and monitoring of the pipelines,
the PEZ may be at risk after transfer to GOI
control. GRD provided these updates on the PEZ
program:'”?

o Baiji-to-Baghdad (156 km): GRD has com-
pleted 81% of the U.S. portion of the project,
funded with $40.7 million of the ESE. The Iraqi
Oil Pipeline Company has refused to accept
completed segments because of a lack of Oil
Protection Force personnel.

o Kirkuk-to-Baiji (96 km): The U.S. portion
of the project was completed at a cost of
$32.9 million. The GOI is constructing guard
towers and an Iraqi Army headquarters.

o Doura-to-Hilla (41 km): The United States
has completed two of three phases of this
project, with 14% remaining for the third
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phase. U.S. costs on this project are expected
to total $12.7 million. Although the Ministry
of Oil has refused to accept responsibility for
the completed sections of this PEZ, the United
States has unilaterally transferred the projects
to the GOL

Oil and Gas Contracting Rounds
On October 13, 2008, the Ministry of Oil pre-
sented contract terms to expand capacity at 6 oil
fields and to initiate production at 2 gas fields to
41 pre-qualified companies. Bids from interested
pre-qualified companies are due in April 2009,
and the ministry reports that it will finalize the
technical service contracts by the end of June
2009.7

On December 31, 2008, the ministry opened
its second round of bidding for work at 11
oil and gas fields and identified 9 more fields for
tendering. The ministry expects that the initial
11 fields could increase Iraq’s production by
2.5 MBPD within 3 to 4 years once the
contracting phase is complete.'”

Hydrocarbon Legislation

Although progress on the hydrocarbon laws
remains stalled, the GOI plans to continue efforts
to award long-term oil field development
contracts to international companies.'”® On
October 26, 2008, the hydrocarbon frame-

work law was resubmitted to the Council of
Representatives Oil and Gas Commiittee but
then returned without action to the Council of
Ministers.'”” This measure provides that Irags
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oil wealth is the property of the citizens of the
country and creates a federal council to con-

trol oil and gas policy and to manage oil field
exploration and development. There has been no
progress on three other proposed laws in the
hydrocarbons package, which provide for
revenue sharing among private companies,
provinces, and the federal government; restruc-
turing of the Ministry of Oil; and regeneration of
the Iraq National Oil Company.'”®

Transparency in the Oil Sector
In December 2008, the International Monetary
Fund (IMF) said that more programs are neces-
sary to strengthen governance and fight corrup-
tion, especially in the oil sector. Further, the IMF
encouraged GOI authorities to complete work
on the implementation procedures in conjunc-
tion with the Extractive Industries Transparency
Initiative (EITT), which is an international coali-
tion of governments, private companies, and
other organizations that promote revenue trans-
parency and accountability in the oil and gas sec-
tor."”” The GOl is on track to achieve candidate
status by the next EITT International Conference,
scheduled for Doha in mid-2009."® The GOI
has yet to attain specific goals required under the
International Compact for Iraq to establish “an
efficient, equitable, transparent and accountable
system for the management of oil revenues and
other resources.”'!

In 2008, the United Nations approved a UN
Security Council Resolution (UNSCR) to extend
the arrangement for depositing Iraqi oil and gas



revenues into the Development Fund for Iraq
(DFI) account at the Federal Reserve Bank of
New York. In May 2003, the DFI was created
to serve as the primary financial vehicle for
channeling revenue from Iraqi oil sales, unen-
cumbered Oil-for-Food deposits, and repatriated
Iraqi assets to the relief and reconstruction of
Iraq. At the end of September 2008, the GOI had
financial deposits of $23.5 billion in the DFI.'#2
The UNSCR also extended the monitoring
duties of the UN’s International Advisory and
Monitoring Board (IAMB) for Iraq. IAMB’s audit
experts recommended that corrective action
be taken to address a wide range of “serious
weaknesses” that exposed the DFI, materially,
“in terms of achievement of corporate objectives
[and] financial results.”®

Electricity

This quarter, average daily electricity production
(including imports) reached a new post-war high
of 4,997 megawatts (MW), or 119,931 megawatt-
hours (MWh); this was an increase of about 2%
from the previous quarter but 14% from the
same quarter last year.'!

The United States has allocated more than
$5.07 billion, obligated more than $4.92 billion,
and expended nearly $4.78 billion to improve
Iraqs electricity sector.'®

These are the GOI allocations made to the
MOE:#

o 2007—$1.4 billion

+ 2008—$1.3 billion

o 2008 (supplemental)—$1.0 billion
e 2009 (draft)—$1.1 billion

INFRASTRUCTURE

The GOI provided an additional $3 billion
for contracts with General Electric and Siemens
to purchase gas turbines that are expected to
more than double national generation capacity.'®’
The MOE’s 2008 capital expenditures through
September totaled more than $1 billion.'®

Generation Capacity

Iraq’s feasible generation capacity averaged
9,877 MW this quarter, up from an average of
9,530 MW during the same quarter a year ago.
At the end of 2008, capacity was 10,052 MW,
up from 9,572 MW at the end of 2007.'%

As of December 31, 2008, U.S.-funded
projects had added 2,683 MW capacity to
Iraqg’s electricity grid,” including more than
1,100 MW added since 2007.'*!

Production

Although Iraq achieved a record average daily
production (4,997 MW) and a new peak hourly
generation record (6,247 MW) this quarter,'
only about two-thirds of the estimated demand
for electricity is being met.

Increasing electricity production is limited
by security and fuel supply challenges. Climate
has also become an issue. Hydroelectric plants
on average operated at just 15.4% of their feasible
capacity this quarter, in part because of recent
drought conditions. These plants accounted for
22% of Iraqs feasible generation capacity this
quarter, but provided just 6.6% of the actual
Supply 193

Since 2003, an increasing number of Iraqis
have supplemented electricity supply from the
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TABLE 2.15

ELECTRICITY PRODUCTION, ESTIMATED DEMAND, AND LOAD SERVED

QUARTERLY CHANGE FROM SAME
AVERAGE QUARTER LAST YEAR MONTHLY AVERAGES
2008
i product 150,000 Apr i
ally Production 0, 2007
(Megawatt-hours) 119,931 14 A‘-‘ 100,000 L/-W\/
50,000
Dec
250,000
Apr %oos
Estimated Daily Demand 175,000 W
(o) A
(Megawatt-hours) 169,626 5 /0
100,000
Dec
150,000 ;008
. pr
Daily Load Served ) 2007
(Meaawatt-hours) 114,544 12% 100,000 '\/\'\/"/\/

50,000

Note: Numbers affected by rounding. Load served is measured and demand is estimated at the substation level in the provinces. Load served and
estimated demand reported in previous SIGIR Quarterly Reports did not account for transmission losses at the power plants and substations.

Source: ITAO, IRMO Electric Daily Units Performance Report, 4/1/2007-12/31/2008.

grid with small private diesel generators.'*
Private generation in Iraq has been estimated to
amount to between 2,000 and 3,000 MW.'*>

Table 2.15 shows trends in production,
estimated demand, and load served.

Operation, Maintenance, and
Sustainment

The ultimate success of the U.S. reconstruction
effort relies heavily on the ability of the MOE to
execute an operations, maintenance, and sustain-
ment (OMS) program. The United States has
assisted the MOE with significant sustainment
support funding, but the U.S. OMS program
expired in October 2008. At the time of program
completion, $201.49 million had been expended
on these efforts.'” The MOE entered into a
follow-on contract with a vendor to continue
the OMS services. This contract covers combus-
tion turbine sites in the Baghdad and Baiji areas,
but it does not include the thermal power plants
originally covered under the U.S. program.'®’
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SIGIR’s new assessment this quarter of a proj-
ect to construct a 132-kilovolt (kV) substation
in Ramadi determined that GRD’s factory and
site-based training for Iraqi MOE operations and
maintenance personnel appear adequate for the
operation of the electrical substation.'”® For more
information on this assessment, see Section 4.

Security of Irag’s Transmission Lines
The national electric transmission grid contin-
ues to be stable and has not suffered any severe
attacks on a 400-kV line since April 2008. A year
ago, eleven 400-kV lines were reported out

of service because of interdictions. As of
December 31, 2008, four 400-kV lines remain
inactive. One line awaits repair parts, one has
repairs in progress, and two are being moved to
safer locations.'”



Water

Since 2003, the United States has allocated
$2.69 billion, obligated $2.61 billion, and ex-
pended more than $2.42 billion on projects to
provide potable water, irrigation, and treatment
of wastewater and sewage.” Through September
30, 2008, the GOI Ministry of Water Resources
(MWR) had expended $189 million, and the
Ministry of Municipalities and Public Works
(MMPW) had expended $290 million in the
water sector.”' The GOI continues to struggle
to provide clean water and sufficient wastewater

treatment to a large segment of its population.”

Irrigation
Agriculture is suffering from the major drought
in Iraq. Wheat and barley production is expected
to drop 51% below average.””® Authorities in
Northern Kurdistan have been working with the
United Nations Childrens Fund (UNICEF) to
limit the effect of water shortages.

On December 1, 2008, the GOI's MWR
opened the Nassriya Drainage Pump Station,
a critical component of the system that drains
1.5 million hectares of agricultural land in
southern Iraq.?** In March 2007, after spend-
ing more than $80 million of IRRF 2 funds to
construct the pump station, GRD handed over
the unfinished project to the MWR.** As part of
the transition of responsibility to the Iraqis, GRD
and the ministry signed a grant agreement that
provided an additional $20 million of the IRRF 2
to partially support the final cost of the project.®
The completion of this project will add 220,000
hectares of new farmland; by providing better
runoff control, it will improve the quality of the
Euphrates River.””

The Eastern Euphrates Drain Project,
which is associated with the Nassriya Drainage
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Pump Station, has also been partially funded

by a grant agreement with the Iraqgi MWR. The
$38.5 million IRRF project is more than 80%
complete. The drainage system will enable Iraqis
to reclaim 58,400 hectares of farmland and in-
crease agricultural yields across a 400,000 hectare
area.*®

Water Treatment
U.S.-funded projects added capacity to produce
2.4 million cubic meters per day of potable water
and to serve 8.3 million people.” About
5.1 million Iraqis benefit from U.S. construction
projects that have added 1.2 million cubic meters
per day of sewage treatment capacity.?'°
Key facilities in the water sector continue to
operate below full capacity because of operations
and maintenance problems. For example, in Thi-
Qar province, GRD is working at the Nassriya
Water Treatment Plant to improve management
in support of the larger water supply project—
the most expensive IRRF 2 initiative. In
September 2007, when GRD turned this
$278 million project over to the GOI, it had the
design capacity to treat 10,000 cubic meters of
water per hour. However, at the beginning of
2008, it was producing at less than a quarter of
that capacity. A previous SIGIR inspection iden-
tified several reasons for this shortfall:2"!
o The GOI had failed to provide reliable power
from the national grid.
o Leaks caused inefficiency in the distribution
system.
o Personnel operating the facility had not been
properly trained.

In the latter half of 2008, GRD awarded two

contracts to improve operations and mainte-
nance at the plant. These contracts provide for
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TABLE 2.16

STATUS OF U.S. WATER PROJECTS

COMPLETED COMPLETED ONGOING ONGOING
PROJECTS PROJECT VALUES PROJECTS PROJECT VALUES
Water Treatment 1,530 $1,070,681,160 69 $112,162,771
Sustainment (O&M) 447 $350,493,305 21 $13,655,676
Water Distribution 1,053 $334,567,497 88 $64,419,335
Misc. Facilities 1,258 $230,907,302 48 $16,974,360
No Category Provided 37 $219,836,102 - -
Misc. Procurement 151 $181,799,983 12 $29,048,265
Sewage Collection 266 $162,913,071 47 $41,178,056
Water Resource 255 $153,445,344 26 $77,318,457
Sewage Treatment 74 $58,695,522 8 $31,924,762
Irrigation 144 $36,335,134 2 $268,490
Capacity Building 79 $34,422,664 13 $4,510,194
Solid Waste 32 $4,871,989 6 $3,953,462
Civil Activities, Vehicles, Clean-up 40 $2,386,973 1 $40,000
Spare-part Replenishment 18 $1,134,168 6 $65,900
Local Govt. Assistance 4 $937,710 - -
Misc. Structures 6 $911,962 1 $19,330
Transportation (other) 5 $273,614 - -
School Facilities 3 $198,010 - -
Water Injection Pump Stations 1 $150,000 - -
Health Programs and Equipment 2 $135,000 - -
Small Business Initiatives 1 $133,800 - -
Infrastructure Security 3 $45,998 2 $1,335,950
Agriculture 1 $26,000 - -
Public/Municipal Buildings 1 $16,000 - -
Battle Damage 1 $2,500 - -
Generation - - 1 $49,550
Total 5,382 $2,842,320,907 346 $396,924,560

Note: Numbers affected by rounding. This list of reconstruction projects is based on information provided by the Iraq Reconstruction Management

System (IRMS). SIGIR has reported that IRMS data is not fully accurate or complete. Therefore, project totals do not reconcile with top-line obligations

and expenditures provided by these U.S. agencies. This table includes project values and not obligations or expenditures. Project count and cost may be
different from the count and cost reported in previous reports because the Global Benchmark data source was used instead of the ITAO Rollup, which is no
longer available.

Source: IRMS, Global Benchmark, 1/6/2009.

66 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION



the purchase and installation of $1.1 million in
test equipment and spare parts. A GRD support
team at the plant has been extended through
February 2009 to advise Iraqi technicians on
the installation of the new equipment and to
provide additional operations and maintenance
training.”"

GRD also continued to work with the GOI to
implement Phase II of the Falluja Wastewater
System. A SIGIR inspection of the system in a
previous quarter found that the cost of the proj-
ect had tripled from $32 million to $98 million
and that the treatment plant had not yet been
connected to the homes in Falluja.?"* Phase II
accounts for $77.7 million of the funds already
allocated to this project and is scheduled to be
completed in September 2009.2'* Construction
includes installing the main trunk lines and col-
lection systems.*

For the status of U.S. water projects, as pro-
vided by the Iraq Reconstruction Management
System, see Table 2.16.

The U.S.-managed Iraq-Commander’s
Emergency Response Program (I-CERP) ad-
ministers Iragi funds through CERP processes.
I-CERP is currently working on 136 projects in
the water sector, valued at just under $30 mil-
lion.?'¢ Near Nassriya, a $6.8 million I-CERP
project focuses on improving water distribution
in five cities by connecting 10,000 homes to the
Baddah Water Treatment Plant. To counteract
persistent problems with sustainment, the con-
tractor will also bring the local water authority
on inspections and provide repair materials.*'”

INFRASTRUCTURE

Health Care

The United States has allocated $919.5 million,
obligated more than $902 million, and expended
nearly $835 million in the health care sector
since 2003.%®

U.S. Hospital Projects

The Missan Surgical Hospital, a $12.7 million
facility in Amara,?" is scheduled for completion
in May 2009—three months ahead of original
projections. This 100-bed hospital will have 4
operating rooms, a delivery room, an emergency
room, and a pharmacy, which will enable it to
provide health services in the fields of internal
medicine, pediatrics, surgery, obstetrics, gynecol-
ogy, and dentistry.?*

To help alleviate overcrowding at Baquba
General Hospital, the Diyala Provincial
Reconstruction Development Council (PRDC)
program is building a new expanded health-
care center. This $7.4 million facility will have
a trauma ward and operating rooms, as well as
a 50-bed intensive care unit.”*! The center will
serve the 280,000 residents of the city and those
living in the surrounding area.””” It is scheduled
to be completed in June 2009.#

By contrast, the 94-bed Basrah Children’s
Hospital, slated for turnover to the Ministry of
Health (MOH) in early February 2009, is ex-
pected to cost almost $164 million.?** This facility
will specialize in treating pediatric cancer.?”

It will be the first new hospital built in Basrah
province since 1974. SIGIR inspectors found that
construction of the main building was nearly
complete during a visit in January 2009. SIGIR
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plans to issue a report on the Basrah Children’s
Hospital in April.

In November 2008, SIGIR inspectors also
visited Haditha General Hospital, which was
severely damaged by insurgent attacks more than
two years ago. This project is behind schedule
because of changes in contract requirements.
SIGIR found that the quality assurance program
put in place by the government had helped to
compensate for the poor quality control un-
dertaken by the contractor. Once complete, the
hospital will be able to provide adequate health
care to the 100,000 local residents.?*

For the status of U.S. health care projects in
Iraq, as provided by IRMS, see Table 2.17.

Primary Healthcare Center Program
In March 2004, as part of plans to rehabilitate
Iraqg’s aging health infrastructure, GRD contract-
ed with Parsons Delaware, Inc., to build
150 Primary Healthcare Centers (PHCs)
at a cost of $243 million.?”” This contract was
canceled in March 2006 because of cost over-
runs, poor construction, and delays in comple-
tion. The U.S. government then bid the work to
complete the partially built PHCs with local Iragi
contractors. By the end of 2008, GRD had turned
over to the MOH the last of 133 PHCs: 131 are
complete, and 2 in Diyala province are still under
construction. GRD canceled 17 of the original
projects and reports that 115 of these PHCs are
open to the public.*

This quarter, SIGIR inspected the Haditha
and Heet PHCs. The Haditha PHC was 40%
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complete at the time of the Parsons contract ter-
mination, and the Heet PHC was 60% complete.
Both projects were then contracted to a local
Iraqi firm for completion and handover to the
MOH.?

Since handover, a lack of maintenance has
caused rapid deterioration of the facilities. To
counteract this problem, USACE initiated a
$16.5 million assessment to identify the physi-
cal condition of U.S.-constructed health care
facilities. The assessment will be used to develop
a preventive maintenance program for each
PHC.** SIGIR is currently preparing an audit
of the Primary Healthcare Center Program and
plans to issue a report in spring 2009. For more
information on this inspection, see Section 4.

GOl Health Care Initiatives
In the 2008 budget, the GOI allocated
$192 million to the MOH for capital expen-
ditures, and it had expended $28.5 million by
the end of September.?*' The MOH and GOI
continue to make modest improvements in the
delivery of health care and have embarked on a
public-relations campaign to raise public health
awareness in both print and electronic media.?*
Construction has begun on 12 new health
clinics in the province of Missan at a cost of
$3.4 million each. This initiative was coordinated
through the office of the Prime Minister, without
assistance from the U.S. government or MOH.**
However, the MOH has announced plans to
build 6 more hospitals and 1,000 public health
clinics in the coming decade.”*
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A woman receives medical care at Al-Muhandiseen PHC in Basrah. (GRD photo)

TABLE 2.17

STATUS OF U.S. HEALTH CARE PROJECTS

COMPLETED COMPLETED ONGOING ONGOING
PROJECTS PROJECT VALUES PROJECTS PROJECT VALUES
Misc. Facilities 571 $207,621,659 16 $32,871,653
Primary Health Centers/Clinics 685 $163,147,995 122 $143,728,269
Hospitals 125 $141,842,333 24 $100,303,627
Health Programs and Equipment 243 $113,564,397 49 $2,671,316
No Category Provided 2 $19,328,908 - -
Capacity Building 235 $12,617,803 8 $1,632,027
Sustainment (O&M) 67 $3,324,851 6 $21,268,525
Spare-part Replenishment 46 $2,570,269 1 $49,000
Infrastructure Security 6 $315,595 - -
Public/Municipal Buildings 3 $275,245 - -
Transportation 4 $217,100 1 $700
Irrigation 1 $177,000 - -
Misc. Structures 5 $175,553 - -
Employment Centers/Programs 1 $112,000 - -
Civil Activities, Vehicles, Clean-Up 5 $54,720 - -
Financial/Management Improvements 1 $30,000 - -
Solid Waste 2 $27,425 - -
Generation 1 $10,000 - -
Food Production 1 $7,888 - -
Small Business Initiatives 1 $5,175 - -
Distribution 1 $4,000 - -
Battle Damage 1 $1,115 - -
Total 2,007 $665,431,031 227 $302,525,117

Note: Numbers affected by rounding. This list of reconstruction projects is based on information provided by the Iraq Reconstruction Management
System (IRMS). SIGIR has reported that IRMS data is not fully accurate or complete. Therefore, project totals do not reconcile with top-line obligations
and expenditures provided by these U.S. agencies. This table includes project values and not obligations or expenditures. Project count and cost may be
different from the count and cost reported in previous reports because the Global Benchmark data source was used instead of the /ITAO Rollup, which
is no longer available.

Source: IRMS, Global Benchmark, 1/6/2009.
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TABLE 2.18

TRANSPORTATION METRICS

Number of Airports Open

9 Airports under control of the GOI: Mosul, Erbil, Sulaymaniyah, Tikrit,

Baghdad, Anbar, Najaf, Nassriya, and Basrah

Number of Rail Lines

7 standard gauge lines between major cities such as Basrah and Baghdad,

3 long-distance lines, and potentially 2 more lines as preliminary studies go

forward

Port Activity

Port of Umm Qasr averages 3 ships entering and exiting per day

Sources: GOI, Ministry of Transportation, Enhancing Transportation Services, 1/8/2009; DoS, Iraq Weekly Status Report, 12/31/2008, p. 15.

Vaccination Program

On October 30, 2008, the MOH completed a
5-day polio campaign, which vaccinated 97% of
Iraq’s 5 million children. Assisted by UNICEF
and the World Health Organization (WHO),
the MOH focused on areas with high numbers
of returned internally displaced persons (IDPs).
The MOH purchased the vaccines and provided
transportation and other logistical support for
the campaign, which was carried out using every
hospital and primary health clinic across Iraq.*

Iragi Health Summit in Dubai

The Iraq Development Program (an NGO), in
conjunction with a GOI contingent (led by the
MOH), hosted the Health Investment Seminar
in Dubai on January 24-25, 2009. This event,
co-sponsored by USAID’s Tatweer program (also
known as the National Capacity Development
Program) and the WHO, aimed to match the
various directorates of the MOH with private
medical suppliers to help Iraq modernize its en-
tire health system, from procurement to facility
and human resource management. The ministe-
rial delegation sought a source of medicines to
address current shortages and to improve its
communications and investment information
systems.”*
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Transportation and

Communications

The United States has allocated $1.15 billion,

obligated more than $1.1 billion, and expended

$979.3 million for transportation and communi-
cations projects since 2003.>’

In 2008, the GOI allocated $638 million of its
capital budget to the sector: %

o $322 million to the Ministry of Transportation
(MOT); $55 million had been expended as of
September 30, 2008.

« $316 million to the Ministry of
Communications (MOC); $28 million has
been expended as of September 30, 2008.

For transportation metrics in Iraq, see
Table 2.18. For the status of U.S. projects as
reported in the IRMS, see Table 2.19.

Aviation

Under the new Security Agreement, the United
States will continue to assist in management of
Iraqi airspace “until such time as Iraq has the in-
ternal capability to assume the task* The Office
of Transportation Attaché (OTA) and Coalition
forces have prepared a plan to guide handover

of all airspace control, which was presented

to the Commander, MNF-I, on December 14,
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TABLE 2.19

STATUS OF U.S. PROJECTS IN TRANSPORTATION AND COMMUNICATIONS

COMPLETED COMPLETED ONGOING ONGOING
PROJECTS PROJECT VALUES PROJECTS PROJECT VALUES
No Category Provided 8 $402,477,458 - -
Village Roads 1,203 $271,172,546 56 $37,824,585
Transportation (other) 578 $172,722,546 25 $4,554,550
Ports 61 $129,933,086 - -
Communications Equipment 418 $106,891,569 17 $4,407,000
Airports 85 $95,624,917 13 $36,318,372
Railroad Stations 221 $58,343,687 8 $4,440,101
Bridges 176 $35,186,898 14 $14,103,814
Outside Plant 9 $15,510,865 3 $2,677,520
Postal Facilities 31 $14,441,381 - -
Expressways 63 $13,388,240 17 $42,110,291
Infrastructure Security 25 $1,153,390 4 $579,463
Misc. Structures 10 $779,578 - -
Misc. Facilities 10 $629,671 - -
Points of Entry 6 $623,125 - -
Agriculture 1 $578,374 - -
Civil Activities, Vehicles and Clean-up 16 $449,513 - -
Public/Municipal Buildings 3 $327,971 - -
Capacity Building 4 $267,479 - -
Education Programs and Equipment 2 $198,227 - -
Distribution 1 $132,969 - -
Hospitals 2 $125,260 - -
School Facilities 2 $124,719 - -
Generation 1 $114,020 - -
Employment Centers/Programs 2 $88,600 - -
Small Business Initiatives 1 $80,600 - -
Local Govt. Assistance 3 $77,400 - -
Police Facilities 1 $75,000 - -
Democracy Building 1 $58,000 - -
Misc. 2 $25,267 - -
Spare-part Replenishment 1 $4,200 - -
Health Programs and Equipment 1 $1,080 - -
Condolence Payments - - 1 $39,321
Total 2,948 $1,321,607,258 158 $147,055,016

Note: Numbers affected by rounding. This list of reconstruction projects is based on information provided by the Iraq Reconstruction Management
System (IRMS). SIGIR has reported that IRMS data is not fully accurate or complete. Therefore, project totals do not reconcile with top-line obligations
and expenditures provided by these U.S. agencies. This table includes project values and not obligations or expenditures. Project count and cost may
be different from the count and cost reported in previous reports because the Global Benchmark data source was used instead of the ITAO Rollup,
which is no longer available.

Source: IRMS, Global Benchmark, 1/6/2009.
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2008, and will be presented to the MOT in early
200920

A US. plan to transfer control of the civilian
airspace to the Iragi Civil Aviation Authority
gives the Baghdad Area Control Center
(BACC) control of all airspace above 24,000
feet as of January 1, 2009. DoS reports that daily
activities have been running well.** Although
the GOI is still heavily dependent on contractors
to manage civilian air traffic, training of Iraqi
controllers is underway at Baghdad and Basrah
airports, as well as the BACC.**? In addition, a
team of three Federal Aviation Administration
inspectors are in Iraq assessing whether airports
are in compliance with the standards of the
International Civil Aviation Organization.**’

Roads and Bridges

The I-CERP program has funded 75 ongoing
projects, valued at $45.5 million, to rehabilitate
roads and bridges across Iraq. Coalition forces,
the GOI, and Iraqi contractors have worked
through the I-CERP to improve the road surface,
security, and appearance of Airport Road in
Baghdad. The GOI added $60 million to a

$2 million U.S. CERP project.**

Construction of the Al-Tannumah Bridge,
which spans the Shatt Al-Arab River in Basrah,
is also funded by the I-CERP. Approved by the
PRDC and the Director General of Roads and
Bridges, this $11.6 million project meets the
I-CERP goals of stimulating economic growth
by enhancing the transportation system and
increasing employment. The new structure will
replace the existing pontoon bridge, which has
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caused delays to river traffic of four hours or
more.**

Railways

The MOT and the leadership of the Iraq
Republic Railway will reopen a factory in Abu
Ghraib that produces railroad ties. Because the
cost of domestically producing railway ties is
40% of the cost of imported ties, the move will
enable the MOT to rehabilitate more of the
railroad system. To promote unity of effort in rail
operations, OTA is also establishing an execu-
tive steering group, modeled after those created
in ports and aviation. The new group will be led
by OTA and the Deputy Commanding General,
MNEF-1.2#¢

Ports

The U.S. government and the GOI are collabo-
rating to rehabilitate the Port of Umm Qasr.
The Iraqi port authority entered into contract
with a Japanese consultant on December 1, 2008,
to manage a series of port improvements using
low-interest Japan International Cooperation
Agency loans. These include a variety of civil-
works projects, such as berth repairs and major
channel dredging. The United States contracted
with a Dutch firm to repair the cranes at the
port, and work began on December 18, 2008.
MNE-I requested additional oversight at the
port, which has resulted in the formation of

a Port Development Advisory Team that will
oversee ongoing activities and provide guidance
to port-authority officials.?*



MNFEF-I and OTA are also assisting the Iraqis
to bring the Port of Umm Qasr in compliance
with the International Ship and Port Facility
Security Code of the International Maritime
Organization.**®

Telecommunications
An estimated $10 billion has been invested in
the communications sector by foreign and Iraqi
investors since 2003.**° Landline telephone usage
held steady at 1.3 million subscribers this quar-
ter, but Internet subscription fell nearly 17% to
688,410 subscribers.””® However, the number of
people using wireless telephones increased 13%
to 14.7 million this quarter.”'

The Al Mamoon Telephone Switch
Building, the centerpiece of the Al Mamoon

INFRASTRUCTURE

Exchange and Telecommunications Center
in Baghdad, is 46% complete. This project
was funded with $22.7 million of the IRRF 2
and originally scheduled for completion by
December 2008, but GRD terminated the con-
tract for default and has scheduled a re-award
contract to be completed by April 2009.>

The MOC has connected Iraq to the fiber
optic global network and upgraded its fiber optic
infrastructure. The major remaining challenges
for the continued improvement of Irag’s com-
munications sector are the lack of telecommu-
nications laws and independent regulations, as
well as the need for modern management of the
MOC and other telecom bureaucracies, such as
the Iraq Telephone and Postal Company.**
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GOVERNANCE

Elections Timeline? Status of U.S. Funds
Supporting Irag’s Governance®
2005 2006 2007 2008 2009* 3 Billions Alocted
$4.17

Provincial Elections | Obligated $3.85

January 2009
National Elections National Elections . ___.._..
December 2005 December 2009 Expended $2.93
*Kurdistan Regional Government Elections

TBD 2009

*Projected Dates

Status of Iragi Legislation To Promote National Reconciliation¢

DRAFT REFERRED
To COUNCIL OF

LAWS DRAFTED REPRESENTATIVES/ DRAFT AMENDED
AND REVIEWED COMMITTEE BY COMMITTEE
Government
of Iraq Constitution
June 2005 August 2005 Date Unknown
National
Election Law
August 2004 January 2005 Date Unknown
Provincial
Election Law
October 2007 January 2008 February 2008
Provincial
Powers Law
October 2007 January 2008 February 2008
Amnesty Law
October 2007 January 2008 Date Unknown
Hydrocarbon Law
February 2007 March 2007 July 2007
Private Security
Contractor Law
August 2008 September 2008 October 2008

Note: Numbers affected by rounding.

Sources:

3 U.S. Embassy-Baghdad, response to SIGIR data call, 12/31/2008; UN, UNAMI Focus, Issue No. 26, 9/2008.

b YSAID, responses to SIGIR data call, 1/8/2009 and 1/12/2009; ITAO, Essential Indicators Report, 1/1/2009; ITAO, responses to SIGIR data call, 10/14/2008, 1/12/2009, and 1/15/2009; IRMS, MNC-/
Quarterly Report, 1/7/2009; DoS, response to SIGIR data call, 4/5/2007. For the methodology on how SIGIR grouped U.S. programs by category (Security, Infrastructure, Economy, and
Governance), see Appendix D. Obligations and expenditures by SIGIR category may vary from top-line obligations and expenditures reported in the Summary of U.S. Funding. SIGIR
did not receive current project- or sector-level reporting from all agencies, and some information was compiled from the IRMS. Figure includes only IRRF 1, IRRF 2, ESF, and CERP
funding.

€ Iraq Ministry of Justice, www.iraqilegislations.org/laws, accessed 10/14/2008; GOI, Council of Representatives, “Law Drafts,” http:/www.parliament.ig/, accessed 10/14/2008; GOI, Council of
Representatives, “Law Publications,” http:/www.parliament.ig/, accessed 10/14/2008; GAO, Securing, Stabilizing, and Rebuilding Iraq: Progress Report: Some Gains Made, Updated Strategy
Needed, 7/23/2008; U.S. Embassy-Baghdad, response to SIGIR data call, 10/2/2008; GOI, Council of Representatives, “11/27/2008 Session,” http:/parliament.ig/, accessed 12/16/2008.
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GOVERNANCE

Since 2003, the United States has allocated
$4.17 billion for governance activities,
including refugee assistance and programs to
institute democracy, to build the capacity of the
government, and to support human rights and
education in Iraq. As of December 31, 2008,
nearly $3.85 billion had been obligated and
$2.93 billion had been expended.”*

Beginning in January 2009, Iraq is holding
its first provincial elections since 2005. The U.S.
Ambassador to Iraq has identified these elections
as a “critical test” of government administration,
political organization, and voter participation in
the country.*

Iraq continues to face challenges in fighting
corruption. The laws governing all three anti-
corruption institutions are being revised in
an attempt to strengthen the organizations.
The revision process is hampered by a lack of
political consensus. The inspectors general, the
Commission on Integrity (Col), and the Board
of Supreme Audit (BSA) have all proven gener-
ally ineffective in rolling back corruption in
Iraq.>¢

Provincial Elections

The long-awaited provincial elections were
scheduled to be held on January 31, 2009, in 14
of Irag’s 18 provinces.”” During the last elec-
tions, in 2005, voters could only choose the
candidate slate of a political party. In the upcom-
ing elections, voters will be allowed to select
individual candidates.”® This “open list” system
has spurred growing interest among candidates

GOVERNANCE

running for seats at the regional level. Nearly
1,300 candidates are competing for 35 Provincial
Council (PC) seats in Basrah province alone.”
Nationwide, more than 14,000 candidates from
more than 400 political entities have registered.?®
All major parties are supporting this elec-
tion, which will set the stage for national
elections in December 2009. The Independent
High Electoral Commission (IHEC) expects
to accredit more than 100,000 independent
observers and partisan poll watchers to support
voting sites across the country.*!

Election Challenges
Although the security situation has improved
across Iraq, Iraqi politics are still vulnerable to
sectarian divisions among the country’s major
factions: Shias, Sunni Arabs, and Kurds. Under
Article 23 of the Provincial Election Law, the
provinces of Kurdistan (Dahuk, Erbil, and
Sulaymaniyah) are to hold elections later in
2009, once disputes over sectarian demograph-
ics have been resolved through the Council of
Representatives (CoR).?

Officials in the Diyala PC have requested
a six-month delay in holding provincial elec-
tions because of the fragile security situation.
Residents of the province have reported being
intimidated, and candidates fear arrest or assas-
sination as the elections draw near.’> Moreover,
because thousands of residents have been
displaced from their homes, the validity of the
electoral results is in question.*
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Preparing for the Elections
The IHEC is an independent commission,
subject to the oversight of the CoR and re-
sponsible for conducting elections for the
National Assembly, PCs, and Kurdistan
National Assembly, as well as coordinating
the Referendum on the National Constitution
and CoR elections.” The commission recently
concluded voter registration for the provincial
elections, including a nationwide voter registra-
tion update in August 2008.

The U.S. Agency for International
Development (USAID) has obligated $102.6
million in technical assistance and training to

support election efforts.**

Election Controls and Regulations

A National Security Plan is also being developed
to provide a safe environment for voters to cast
their ballots in the provincial elections.*” In
addition, anti-fraud measures are in place to
combat attempts to manipulate election results.
For the first time, the ITHEC will print a voter

list at each polling station, which is a significant
measure aimed at preventing individuals from
casting multiple ballots.

The THEC has adopted comprehensive regu-
lations for voter eligibility, electoral participation,
and poll management.”® The Provincial Election
Law establishes punitive measures for electoral
misconduct, and the IHEC recently provided
guidance on punishable offenses, warning that
intimidation or bribery of its staff or voters
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carries a punishment of at least one year in
prison. Carrying weapons inside or within 100
meters of a polling center and interfering with
electoral materials—such as doctoring ballots,
destroying candidates’ posters, or impersonating
a voter—are also prohibited. Offenses committed
by political parties or their members, candidates,
and agents are subject to fines of nearly $43,000,
and votes associated with offending polling loca-
tions can be excluded from the ballot count.*®

Voter Education

As of December 2008, more than 150,000 Iragi
civilians had received training in the electoral
process. The UN Office for Project Services
(UNOPS) awarded micro-grants to 75 Iragi
non-governmental organizations to educate

the population about pending provincial polls
and national ballots.””® The Electoral Education
Campaign (EEC), designed by UNOPS with the
UN Assistance Mission for Iraq and IHEC, aims
to improve awareness about provincial elections
and the electoral process.””* The EEC has created
the Electoral Education Forum, a joint advi-
sory body for electoral education. The Forum
developed the National Electoral Education Plans
and the Electoral Education Manual to provide

a strategic framework to guide public outreach
activities.””

The United Nations Development
Programme supports the election process by
providing technical assistance to the IHEC.
Accreditation procedures are being developed
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Election security preparations at the Provincial Joint Coordination Center. (Joint Combat Center of Irag photo)

for the media to enable safe access to some
polling stations with electronic recording
equipment. Other initiatives include a series of
YouTube films and blogs on elections, training
for local journalists and THEC officials in the
provinces, and radio programs to educate
voters.””? This quarter, a nationwide Election
Coverage Network was launched by Media in
Cooperation and Transition and UNAMI to
provide objective reporting on elections, analysis
of campaign issues, details of the voting process,
and information on the role of the PCs.””*

Participation of Minority Groups

On November 3, 2008, the Iraqi CoR passed
Article 50, an amendment to the Provincial
Election Law, allocating six seats for minorities
on several PCs.*”” The UN had recommended
double that amount. Some religious minority
parliamentarians are unhappy with the deci-
sion and threatened to boycott the elections if
the seat quota is not changed.”® Under the new
provision, Christians will receive one seat on
each PC in Baghdad, Basrah, and Ninewa. The
amendment, which applies only to the upcom-
ing provincial elections, also reserves one seat
for Yezidis in Ninewa, one seat for Shabaks in
Ninewa, and one seat for Sabeans in Baghdad.””

Consistent with the constitutional require-
ment for representation in the CoR, the
Provincial Powers Law stipulates that women
fill at least 25% of seats in each provincial

assembly.?”®

Article 140 and Disputed Areas

As in 2007, little progress was made in 2008 to
implement Article 140 of the Iraqi constitution,
which mandates referendums on disputed ter-
ritories throughout Iraq.””” KRG leaders began
examining ways to ease tensions with the GOI
following tense standoffs between military forces
in September and December 2008.%

Disputed Areas Committee

In response to the growing Arab-Kurd divide,
the KRG President proposed the formation of
five committees, which includes the Disputed
Areas Committee, aimed at easing tensions
between the KRG and GOI. Formed in October
2008, the committee released a draft report on
November 22, 2008, recommending several
actions for the GOI to pursue in easing tensions
between the two governments. Many of the sug-
gestions, including clarification of the definitions
of disputed territories, were already required

in Article 140, but they have yet to be realized
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by the GOL. Although the Committee will not
conclude its findings until December 15, 2009,
the U.S. Embassy reported that GOI implemen-
tation of these initial objectives could revitalize
an increasingly powerless Article 140.%!

UNAMI Assessments

Iraqi Kurds and the KRG have shown consider-
able interest in incorporating areas (Tameem,
Diyala, Salah Al-Din, and Ninewa) with high
Kurdish populations into the KRG; however, no
vote on the subject has taken place. Originally
scheduled for late 2007, the referendum was
delayed until mid-2008>** and has been delayed
further in anticipation of a UNAMI assessment
of border disputes.?®® This quarter, UNAMI con-
ducted assessments in the provinces of Diyala,
Tameem, Salah Al-Din, Ninewa, Erbil, and
Sulaymaniyah and is currently preparing propos-
als that will assist the GOI and KRG in address-

284

ing the needs of all disputed territories.

Ongoing U.S. Governance
Programs

USAID and the Department of State continue to
carry out democracy-building activities primar-
ily funded by the Economic Support Fund. See
Table 2.20.

Both the National Democratic Institute
(NDI) and the International Republican Institute
(IRI) are working with the GOI to prepare for
provincial elections at the end of January 2009.
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NDI is providing technical assistance to a
network of NGOs monitoring polling stations on
election day. The organization conducted a series
of comprehensive campaign training modules
for candidates and campaigners, advising on
strategic planning and communication with
citizens.”®

IRI is conducting seminars on campaign
management and party organization for the
upcoming elections. Most training focuses on
grassroots campaign management and voter
mobilization and incorporating tribal leadership
elements to encourage tribal councils, which
previously have boycotted elections, to partici-

pate in forming new provincial leadership.*¢

Tatweer Program Assistance

As of December 31, 2008, USAID has obligated
$264.33 million and expended $145.18 million
to the National Capacity Development (NCD)
program, also known by the Arabic name for
development, “Tatweer.*’ Since August 2006,
the Tatweer program has assisted the GOI in
building public management and professional
training capabilities.®® However, to bolster
budget execution, the program’s remaining work
will focus on assisting Iraqi ministries™ to better
allocate funds through well-designed operational
and capital budgets.” To ensure Iraqi owner-
ship and sustainability of these efforts, Tatweer
advisors work closely with ministries to integrate
cost sharing into all Tatweer activities and to



TABLE 2.20
ONGOING ESF GOVERNANCE PROGRAMS

S MILLIONS

TOTAL OBLIGATIONS

PROGRAM AND EXPENDITURES

GOVERNANCE

PROGRAM UPDATE

Obligated
$210.00

Community Action

----------- Expended $136.69
Program Il and 11l (CAP)

Description: Projects strengthen links between the Iragi govern-
ment and local communities by facilitating coordination with
local and provincial governments and promoting transparency
and local ownership of public goods.

Status:

e Direct beneficiaries: 19,430,550

e Short-term jobs created: 47,850

¢ Long-term jobs created: 16,644

e Number of projects completed since October 2007: 1,239

Obligated
$322.50

Local Governance 77T Expended $238.72

Program Il and Ill (LGP)

Description: Program works closely with Iraqis in all 18 prov-
inces, actively supporting and complementing PRT initiatives
to promote diverse and representative citizen participation in
provincial, municipal, and local councils.

Status:

¢ Expanded training sessions to include the entire province
of Diyala—a feat made possible by the increasingly stable
security situation in the region.

e Concluded training initiative in Diyala focused on discussing
new legislation with local leadership.

e Currently offers local training on more than 100 topics.

Obligated
$614.00
----------- Expended $502.59

Community Stabilization
Program (CSP)

Description: Short-term projects in neighborhoods and districts
employing Iraqgi youth in public works, generating employment,
developing business, and providing job training.

Status:

e CSP has more than 1,600 projects, including cleaning cam-
paigns, small-scale water/sewage services, renovation of health
clinics, schools and parks, canal cleaning, and street repair.

e Previous to December 2008, more than 270,000 youth have
participated in CSP-sponsored activities, including sports,
cultural events, the arts, life skills training, and other efforts
that promote reconciliation and conflict mitigation.

e Through its vocational training and apprenticeship efforts,
CSP has supported more than 35,500 Iragis who have gradu-
ated from vocational training, and more than 9,400 Iraqis
have been placed in ongoing apprenticeship opportunities to
help improve their employability in a challenging job market.

Obligated
$135.05

PRT Quick Response Fund
----------- Expended $70.93

Description: Mechanisms for PRTs and ePRTs to support local
neighborhood and government officials or members of
community-based organizations, as well as small project needs
for the provinces.

Status:

e As of December 27, 2008, QRF/IRAP funds were almost com-
pletely committed. As such, no more potential projects are
being reviewed until further notice.

* QRF has recommended that each PRT reprioritize all QRF
proposals. In light of near-complete commitment of funds,
QRF plans to release a package of information re-defining
the competition process for funding.

Note: Numbers affected by rounding. CAP status is as of 10/31/2008.

Sources: USAID, response to SIGIR data call, 1/8/2009; DoS, Quick Response Funds Newsletter, 1/8/2008; USAID, “LGP Fosters Inter-governmental Relations in
Diyala Province,” 11/17/2008, accessed 12/15/2008; ITAO, Essential Indicators Report, 1/1/2009.
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TABLE 2.21

HIGHLIGHTS OF TATWEER ACTIVITIES

TRAINING TYPE

STATUS

Government Accounting

At the request of their Director General, 48 Ministry of Electricity (MOE) employees

received training this quarter in 3 sessions on basic government accounting. USAID/
Tatweer advisors plan to follow up with two or three more sessions focused on finance

issues specific to the MOE.

Computerized Maintenance and
Management Systems (CMMS)

USAID/Tatweer Energy conducted a workshop for 14 MOE representatives. The goal of
the workshop was to develop a work plan and specific priorities for the ministry.

Risk Analysis

USAID/Tatweer designed a risk analysis course for Iraqgi engineers from the Ministries

of Agriculture, Water Resources, and Municipalities and Public Works. The course
provided the engineers with hands-on experience with contract and project

management risk analysis.

Source: USAID, response to SIGIR data call, 12/31/2008.

gradually reduce U.S. financial support. For an
overview of Tatweer training this quarter, see
Table 2.21.

In November 2008, USAID’s Office of
Inspector General issued an audit on the results
and impact of the NCD program that identified
challenges in developing indicators that reflect
the intended result of the program.?' Further,
the audit found that USAID needs to improve
NCD monitoring, draft a capacity-development
plan for the Ministry of Oil, and strengthen
methodologies for measuring outcomes. The
audit also reported that the measurement of the
impact of results needs to more closely match its
intended results and outcome measures.*

In response to the audit recommenda-
tions, USAID is planning to revise the Tatweer
Performance Management Plan to add an
indicator on budget execution, which would
assist with measuring the improved service
delivery of key ministries. Although there are
complications with developing a capacity-devel-
opment plan, USAID proposed an alternative
program—the Organization Self-Assessment
and Transformation Program, allowing minis-
tries to self-diagnose their problems and develop
their own strategies for addressing issues found.
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The program is estimated to be completed in
January 2009.%*

Anticorruption

Despite its emphasis on 2008 as the “Year of
Anticorruption,” the GOI has made almost no
progress in addressing chronic corruption prob-
lems in Iraq this year.”* Three agencies tasked
with combating corruption have had difficulty
accomplishing their goals. As Iraq’s Minister

of Planning and Development Cooperation
recently stated to SIGIR, the GOI has “failed to
defeat corruption”

Iraq is currently working to revise the laws
governing these agencies and to prepare a
national strategy.*> Notwithstanding this assess-
ment, in 2008, the GOI has charged more than
300 Iraqi government officials with corruption,
87 of whom were convicted.?® As of December
31, 2008, the Joint Anti-Corruption Council was
still crafting a national anticorruption strategy,
which is expected to focus on cohesion between
Iraqilaw and the pillars of the United Nations
Convention Against Corruption.”” Table 2.22
details U.S. efforts to strengthen anticorruption
in Iraq.



Internally Displaced Persons
and Refugees

More than 4.8 million Iraqis remain displaced
from their homes: 2.8 million are internally
displaced persons (IDPs), and the others live as
refugees in other countries.”® Despite the in-
creasingly stable security situation in the country,
only about 177,000 IDPs and 20,000 refugees
have returned to their homes.*”

U.S. Assistance to IDPs and Refugees
In FY 2008, the United States provided more
than $398 million in humanitarian assistance—
more than double the amount provided in

FY 2007.* Despite the implementation of na-
tional directives to aid Iraqis in returning to their
homes, no large-scale returns of displaced Iraqis
are expected in the coming months. The lack of
returnees points to GOT’s difficulty in developing
adequate returnee assistance programs. For this

TABLE 2.22

U.S. ANTICORRUPTION EFFORTS

GOVERNANCE

reason, U.S. programs focus primarily on GOI
capacity building.*!

U.S. efforts enhance existing institutions
instead of creating new ones, and under a new
voucher program, Iraqi returnees can receive
legal assistance from local attorneys.” PRT
Baghdad administers the program, funded with
$3 million from USAID’s Iraq Rapid Assistance
Program. Working in cooperation with the Iraqi
Jurists Association, the program provides basic
legal services for IDPs and refugees.”

The Karkh Returnee Assistance Center,
also located in Baghdad, was funded with an
additional $3 million from USAID. Under the
administration of the United Nations High
Commissioner for Refugees (UNHCR) and
the International Medical Corps, the Center
registers families for financial compensation and
assistance with property restitution and safety
monitoring.**

S MiLLIONS

ORGANIZATION PROGRAM VALUE PROGRAM DESCRIPTION

United Nations $8.00 The UN is hiring staff and finalizing a work plan for an anticorruption technical assistance
program. Funding was awarded in September 2008.

USAID/Tatweer $5.00 USAID/Tatweer uses its funds to conduct training sessions. As of 12/31/2008, more than 1,300
employees of Iraq’s inspector general (1G) offices have received training through 18 different
management and technical courses.

DoS/INL $5.00 The Department of State’s Bureau of International Narcotics and Law Enforcement Affairs is
providing funding for six advisor/trainer positions and several short-term advisor positions
to develop the capacity of investigators from the Irag Commission on Integrity (COl). The
mission of the COIl is to prevent and investigate allegations of corruption within Iraq’s central
government and to refer cases to the judiciary.

MNF-I $0.11 In February 2008, MNF-I used U.S. funds to perform specialized training for 135 |G investigators.

GAO $0.11 In spring 2008, GAO provided training to four senior staff members for the Board of Supreme
Audit (BSA).

GAO $0.16 In February 2009, DoS plans to sponsor an Audit Fellowship to provide senior BSA staff with

mentoring and training on best practices.

Source: U.S. Embassy ACCO, response to SIGIR data call, 12/30/2008; INL, response to SIGIR data call, 1/16/2009.
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First Iragi Air Force personnel support humanitarian airlift of supplies to internally
displaced families at Camp Al-Manathera in Najaf. (U.S. Air Forces Central photo)

IDPs and Returnees

Almost half of Iraq’s IDPs were displaced before
2006.%> USAID reports that the overall rate of
new IDP displacement has decreased “sharply”
over the past year,”® but continuing military
operations in Sadr City, Basrah, and along the
borders of Iran and Turkey make these areas of
concern.

Of the estimated 177,000 IDPs who
returned, 64% returned to homes in Baghdad.*”
International NGOs have requested that the
GOl ensure areas are secure before encouraging
displaced Iraqis to return home. Moreover,
although IDPs continue to return at a slow but
significant rate, the UN predicts that humani-
tarian aid will be necessary to help returnees
reconstruct their homes and lives.**

In Mosul, UNHCR estimates that more than
2,200 Christian families fled after coming under
threat and attack,® but as conditions improve,
more are returning to the city. This quarter,

400 families returned home, and the GOI
announced that each would receive about $865.
Families still displaced would receive $250.%*°

Table 2.23 shows the number of IDPs who

were displaced from each province.
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Refugees

As of December 31, 2008, approximately 2 mil-
lion Iraqis remain refugees. More than 18,400
resettled in the United States in 2008, includ-
ing 3,004 Iragis resettled this quarter. The U.S.
Refugee Admissions Program (USRAP) began
assisting Iraqis in FY 2007; and in 2009, it ex-
pects to resettle at least 17,000 Iraqi refugees.®"

Consular services of the U.S. Embassy have
been transferred to Baghdad, allowing the
processing of immigrant visas in the capital.**
Previously, Iraqi visa applicants had to travel
to the U.S. Embassies in Amman, Ankara, or
Cairo.*”® As of December 31, 2008, the Baghdad
office had resettled 260 Iraqis.**

Processing security advisory opinions
(SAOs) for each Iraqi applicant slows the
resettlement process. Each SAO takes at least
150 days to clear. As of December 28, 2008, more
than 3,190 Iraqi refugees had been approved for
resettlement and are awaiting SAO clearance. Of
these, 522 applied through the new processing
center in Baghdad.’"®



TABLE 2.23

DISPLACEMENT OF PERSONS IN IRAQ
Thousands
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Source: USAID, response to SIGIR data call, 12/31/2008.

Human Rights

On November 16, 2008, the CoR approved

the establishment of an Independent High

Commission for Human Rights (IHCHR), as

mandated in the Iraqi constitution.*'® Plans to

create the commission were presented to the

CoR by its Human Rights Committee following

months of work. UNAMI pledged to help the

ITHCHR appoint personnel and plan initiatives.*"”
Also in November, the Iraqi Parliament

held a roundtable discussion with UNAMI

and UNOPS to develop an Iraqi Legislative

Framework on Women and Children’s Rights.

GOVERNANCE

400 500 600

The framework will include provisions to
incorporate women into the political process, to
protect women's rights, and to secure a level of
social equality for them.*'®

Education

U.S. programs continue to support construc-
tion and rehabilitation of schools in Irag. As of
December 31, 2008, the United States had allo-
cated $870.61 million, obligated $835.29 million,
and expended $752.06 million in the education
sector.*'® Table 2.24 provides a sample of large
ongoing projects in this sector.
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Classroom in Al-lgitadar School in Anbar province.

Inspections at Anbar Schools

This quarter, SIGIR’s Inspections Directorate
assessed rehabilitation work performed at two
schools in Anbar province.” SIGIR observed
that the Al-Igitadar School and the Al-Shurhabil
School appeared to be capable of operating as
tully functioning schools. However, SIGIR could
not confirm that the schools were accommodat-
ing the maximum number of students because
both schools were not in session. The construc-
tion appeared to be adequate, except that the
air-conditioning units were not installed. Also,

TABLE 2.24

ONGOING PROJECTS IN THE EDUCATION SECTOR

S MILLIONS

since power from the national grid has been
unreliable, generator power should be consid-
ered to ensure continuous power to allow for an
adequate environment for students. The lack of
detailed design drawings, such as electrical and
plumbing, may result in operation and mainte-
nance problems for the schools. The lack of reli-
able permanent power and routine maintenance
will ultimately affect the ability of these facilities
to sustain full capacity operations over the long
term.*!

ToTAL FunD PROJECT FORECASTED

PROJECT NAME Cost TYPE PROVINCE START DATE COMPLETION DATE
BE/Zanobiya New Elementary School BSP-154 $4.25 ESF Baghdad 11/19/2007 2/14/2009
BE/Design-Construct Salwa New Elementary School $3.92 ESF Baghdad 12/10/2007 1/1/2009
EIe_ctrich Engineering College Building Project, Kufa $3.72 ESF Najaf 11/12/2008 11/5/2009
University

Al Basrah Talent School $3.35 CERP Basrah 9/14/2008 4/1/2009
PRDC - Design and Construct Abu Ghraib Secondary $2.76 ESF Baghdad 7/30/2008 4/25/2009

Boys School Campus

Note: Numbers affected by rounding. Project name and total cost may be different from last quarter because the Global Benchmark data source was used instead of the

ITAO Rollup, which is no longer available.

Source: IRMS, Global Benchmark, 1/6/2009.
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Literacy in Iraq

The literacy rate of Iraqs citizens over the age
of 10 is estimated at nearly 82%.%** In the rural
provinces of Dahuk, Sulaymaniyah, Muthanna,
Erbil, Wassit, and Qadissiya, less than 75% of

323

household members are considered literate.

: : 1 Young girls go to school in Anbar.
Figure 2.9 shows each provinces literacy rate for (USAID photo)

citizens over the age of 10.

FIGURE 2.9

LITERACY RATES BY PROVINCE
Percent Literate
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Diyala
Baghdad
Wassit ‘ ‘ ‘ ‘
Babylon
Qadissiya ‘ ‘ ‘ ‘
Kerbala
Najaf
Muthanna
Thi-Qar
Missan
Basrah

Note: Applies to household members over age 10. The data is based on a survey that was conducted in
November-December 2007.

Source: UN, “Comprehensive Food Security and Vulnerability Analysis in Irag,” 11/12/2008.
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ECONOMY

Iraq’s Budgeted Revenue? Status of U.S. Funds

$ Billions Supporting Iraq’s Economy®
s50 S Billions

$42.4 $42.5

Allocated/Obligated

$1.44
----------- Expended $1.22
2007 2008 Base 2008 2009
Supplemental Draft
Other Budgeted Revenue
[ Budgeted Revenue from Oil
Interest, Exchange, and Inflation Rates in Iraq¢
20
Lending Interest Rate (Policy Rate) . Lo Jan
Interest rate paid by Central Bank of :(?:;nrsa‘;yfg(ﬁo/the CBI cut its lending interest rate 10 ;005 \D
Iraq (CBI) for commercial bank deposits. ° o 5008
0
1,500
Exchange Rate \ 2D§(§8
Average for the Iraqi dinar (ID) The CBI plans to continue to manage the exchange 1200 Jan I
exchange rates against the U.S. dollar rate as a means of keeping inflation under control. ' 2005
(USD) in the daily CBI auction. 000
Jan
Il Price Infl 157004 2008
Overall Price Inflation . - .
Monthly inflation rate for overall Inf_latlon ra;c’es were greagly_stablllzgdr:n 2008 due d 0 /
consumer price index. to improved security conditions and the continue
appreciation of the dinar.
-15
Jan
Core Inflation 2004 Nov
Monthly inflation rate for core con- Core inflation in October and November 2007 0 2008
sumer price index that excludes the costs was comparable to the core rate for October and !
of fuel, electricity, transportation, and November 2008 -- overall stabilization has greatly 0
communications. increased.
20

Note: Numbers affected by rounding.

Sources:

@ U.S. Treasury, response to SIGIR data call, 12/31/2008. Reflects estimated GOI revenue as of December 31, 2008.
USAID, responses to SIGIR data call, 1/8/2009 and 1/12/2009; ITAO, responses to SIGIR data call, 1/6/2009 and 1/12/2009; IRMS, ESF Cost to Complete, 1/5/2009; IRMS, MNC-I Quarterly

Report,1/7/2009; U.S. Treasury, response to SIGIR data call, 1/5/2009; USTDA, response to SIGIR data call, 12/31/2008. Numbers affected by rounding. For the methodology on how SIGIR
grouped U.S. programs by category (Security, Infrastructure, Economy, and Governance), see Appendix D. Obligations and expenditures by SIGIR category may vary from top-line obligations
and expenditures reported in the Summary of U.S. Funding. SIGIR did not receive current project- or sector-level reporting from all agencies, and some information was compiled from the
IRMS. Figure includes only IRRF 2, ESF, and CERP funding.

CBI, Key Financial Indicators, 1/7/2009, wwuw.cbi.iq, accessed 1/14/2009; IMF, “IMF Executive Board Completes Second Review of Iraq’s Stand-By Arrangement,” 12/17/2008, www.imf.org,
accessed 12/17/2008; DoS, Iraq Weekly Status Report, 12/31/2008. Inflation rate is calculated as the average consumer price index over the month, as compared to the previous month.

a
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The United States has obligated all of the

$1.44 billion allocated for economic development
efforts in Iraq and expended $1.22 billion.*** For
more information on these funds and the status
of leading economic indicators in Iraq, see the
graphic factsheet on the previous page.

A dramatic decline in oil prices over the
past eight months has severely limited Iraq’s
economic prospects. The GOI estimates that oil
will account for approximately 86% of govern-
ment revenue in 2009.%%

The GOI budget for 2009 was recalculated
using lower oil prices (approximately $50 per
barrel), reducing the planned 2009 budget from
$79.8 billion to $59.5 billion.**

The prolonged drought has damaged the
agricultural sector, the second largest employer
of Iragis.*”

Iraq’s financial sector appears to be avoiding
most of the effects of the worldwide economic
slowdown, chiefly because of low foreign invest-

ment and an immature banking system.**

GOI Budget and Expenditure
The 2009 draft budget, approved by the Iraqi
Council of Ministers in December 2008,
reduces GOI budgeted costs from $79.8 billion to
$59.5 billion.*** Moreover, the proposed budget
includes $12.2 billion for capital investment®'—
down almost $1 billion from the base capital
budget for 2008.%*

Revisions to the draft budget are a result
of the drop in the price of oil. The Ministry of

ECONOMY

Finance (MOF) reduced the price for calculating
revenue (for purposes of the budget) from $80
per barrel, when the initial 2009 budget plan
was issued, to $50 per barrel.*** Consequent
rising expenditure rates and declining revenues
prompted the issuance of a new draft budget
for 2009, which revised revenue estimates and
reduced budgeted costs where possible.* The
GOI anticipates hiring freezes in the public
sector and cuts to the Public Distribution System
(PDS). %

Table 2.25 depicts GOI overall expenditures
through October 2008.

Public Distribution System

The PDS is the largest public food distribution
program in the world and one of the largest Iraq-
funded programs; in 2008, PDS received over
8% of the GOI 2008 budget.”* Although the final
budget for the program is currently unknown,

TABLE 2.25
2008 GOl EXPENDITURES
S BILLIONS
ToTAL

EXPENDITURES
EXPENDITURE TYPE YTD 10/2008
Salaries $13.8
Goods and Services 3.5
Interest 0.3
Assistance 0.9
Grants 3.3
Social Benefits 5.3
Other Expenditures 5.6
Non-Financial Assets 3.5
Grand Total $36.2

Note: Numbers affected by rounding.

Source: U.S. Treasury, responses to SIGIR data call, 12/31/2008 and
1/16/2009.
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PuBLIC DISTRIBUTION SYSTEM: A FLOW CHART OF RESPONSIBILITY

Ministry of Trade (MOT)
announces composition
& quantity of food basket
for the month.

Households collect PDS
rations from the Food
and Flour Agents.

MOT notifies Food and
Flour Agents to collect
the rations for
distribution.

Food and Flour Agents
collect coupons from
households.

Wheat flour (paid for by
MOT) is transported to
the Food and Flour
Agents for distribution. Food and Flour Agents
collect the PDS items
from the warehouse or
Food and Flour Agents mill.

take the couponsto a
warehouse or mill

where they pay for the

rations, and receive an

invoice.

Source: UN, “Comprehensive Food Security and Vulnerability Analysis in Iraqg,” 11/12/2008.

the U.S. Treasury estimates that between

$1 billion and $2 billion in PDS funds will be cut
from the originally proposed $5.3 billion budget
for 2009.%7

Plans for substantive PDS reform, origi-
nally scheduled for November 2008, have been
delayed. Many Iraqis see PDS rations as an
indicator of the ability of the GOI to provide
essential services. Elected officials, hoping to
be reelected in 2009, do not want to appear
unable to continue these services.”*® Nonetheless,
small reductions to the PDS are taking place.
Iraqi families deemed “better-off” than other
Iraqis will be restricted from taking part in the
program by mid-2009.%

Figure 2.10 shows the flow of PDS ration
responsibility from the Ministry of Trade to
Iraqi households. Rations are counted using
paper ration cards, for which Iraqi families must
reapply each November.*

88 | SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

Provincial Budgets

Overall, provincial budgets showed improved
rates of execution for the first three quarters of
2008. As of September 2008, Najaf had spent
95% of its capital budget for 2008 (excluding
supplemental funding)—more than any other
province. Among the lowest expenditure rates
were Ninewa and Diyala provinces.**' The U.S.
Treasury has reported that Diyala has yet to
receive any of its funding for 2007.3*

U.S. Support for GOl Budget Capacity
Development

The U.S. Embassy Public Financial Management
Action Group (PFMAG) leads U.S. efforts to
support better budget execution in Iraq.*** Table
2.26 provides a summary of PFMAG assistance
efforts in Iraq.



TABLE 2.26

U.S. SUPPORT FOR GOl BUDGET EXECUTION

National  Assisted GOl in documenting existing accounting framework to clarify budget
Support  reporting requirements

Provincial Assisted several provinces in developing and submitting documentation that
Support  would allow them to receive GOI fund allocations

Assisted the Ministry of Planning and Development Cooperation in conducting
its national conference, where provincial officials submit their 2009 project
plans

Conducted workshops for 75 PRT and ePRT officials, training them in GOI
budget execution processes

Established a Provincial Project Tracking Initiative to provide updates on
provincial projects

Completed PRT Budget Execution Advisors Handbook (Second Edition)

Visited Ninewa, Anbar, Basrah, Salah Al-Din, and Erbil provinces to answer

ECONOMY

budget questions

Source: U.S. Treasury, response to SIGIR data call, 12/31/2008.

Monetary Policy Measures

On January 4, 2009, the Central Bank of

Iraq (CBI) cut its interest rate to 14%—a full
percentage point reduction. Interest rate cuts are
employed to encourage banks to lend money, in
turn promoting private sector growth.’**

The CBI is also focused on limiting dinar
inflation. Inflation rates have remained steady
through 2008.**> As of November 2008, the
inflation rate for the Iraqi dinar was only 1%,
compared with 2% inflation last year.*

Considering the weakened state of the Iraqi
banking system, the exchange rate is CBI's main
policy instrument. As of December 2008, the
Iraqi dinar exchange rate was 1,172 per U.S.
dollar.*” CBI has decided to gradually appreciate
the rate of dinar exchange as a means of encour-
aging price stability within Iraq.**® Between

November 2006 and October 2008, the dinar
appreciated by more than 20%.**

A lower inflation rate and an appreciating
dinar have increased Iraq’s buying power, thereby
improving access to basic needs. For the status
of Iraqs key rates, see the graphic factsheet that
leads the Economy section.

Since October 2008, no progress has been
made toward rebasing the value of the Iraqi
dinar against the U.S. dollar. Treasury continues
to recommend measures to improve the rates of
exchange. Further, it recommends that the GOI
reissue banknotes in denominations that are
more convenient and less costly to produce.*

Economic Development
Although Iraq continues to face challenges
in economic development, the country has
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TABLE 2.27

IRAQ STOCK EXCHANGE STATISTICS

AcTIvITY 2007

2008

Listed Companies 94 companies

96 companies

Trading Sessions 119 sessions

139 sessions

Domestic Shares Traded 153 billion shares

148 billion shares

Value of Domestic Trades $357 million $251 million

Foreign Shares Traded 7 billion shares 15 billion shares

Value of Foreign Trades $14 million $19 million

Source: U.S. Embassy CETI, response to SIGIR data call, 12/31/2008.

experienced growth in private banking, and responsibilities

improved access to micro-grants for small busi-
nesses, and increased value in the Iraqi stock
market.

Iraq Stock Exchange

The Iraq Stock Exchange (ISX) experienced
some growth in 2008.! Table 2.27 shows the
year-end numbers. Although the number of
shares traded dropped between 2007 and 2008,
there has been noteworthy growth in the number
of foreign shares traded.* The ISX opened to
foreign investors in August 2007.%3

State-owned Banks

In mid-December 2008, a private accounting

firm completed financial and operational audits

of Rafidain and Rasheed, Iraqs largest state-

owned banks. In addition to a recapitalization

need of 15.7 trillion Iraqi dinars ($13.08 billion),

the audits identified operational weaknesses,

including:**

 no documented strategy, business plan, or
objectives

« no clear operational rules or regulations for
employees

o 10 clearly allocated reporting requirements
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« inadequate and outdated information tech-
nology and infrastructure

« inadequate risk management

o limited product offerings, including no letters
of credit

The audits also included suggestions to
help the MOF restructure the banks. Under the
current restructuring plan, the MOF will take
responsibility for all foreign debts and liabilities
incurred by the banks under the old regime. The
expectation is that this shift of responsibility will
strengthen the banks’ balance sheets.”

World Bank assistance has been requested,
and other international organizations are
expected to provide aid as well. Although the
IMF considers these audits to be complete, the
Iraqi government has yet to sign them, and the
U.S. government will not consider the audits
final until the GOI does s0.”*

As of April 2008, state-owned banks
accounted for 90% of total assets in the banking
sector.*” There are currently seven state-owned
banks in Iraq. These banks comprise nearly two-
thirds of all domestically owned bank branches
in Iraq, with a total of 397 located around the
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TABLE 2.28

IRAQI DOMESTIC BANKS

BANK TYPE NAME OF BANK # BRANCHES

State-owned Banks Rafidain Bank 150
Rasheed Bank 150
Agricultural Cooperative Bank 52
Real Estate Bank 20
Industrial Bank 14
Irag Bank 6
Trade Bank Of Iraq 5
Total State-owned Banks 397

Domestic Private Banks Al-Warka Bank for Investment and Funding 68
Investment Bank of Iraq 22
Basrah International Bank for Investment 19
Bank Economic Investment and Funding 17
Iragi Middle East Investment Bank 15
Gulf Commercial Bank 1"
Iraqi Islamic Bank for Investment and Development 9
Mosul Bank for Development and Investment 6
Sumer Commercial Bank 6
Ashur International Bank for Investment 5
Ilaf Islamic Bank 5

Kurdistan International Bank for Investment and

Development >

North Bank 2

Babylon Bank 1

Union Bank of Iraq 1

National Bank Islamic 1

Al-Huda Bank 1

United Bank for Investment N/A

Total Domestic Private Banks 194
Total 591
Source: U.S. Treasury, response to SIGIR data call, 12/31/2008, p. 14; Central Bank of Iraq, “Banks List,” 12/31/2008,
www.chi.ig, accessed 1/9/2009.
country. Rafidain and Rasheed each maintain private banks are able to open branches in new
150 bank branches. Table 2.28 lists these state- areas. Table 2.28 details private banking branches
owned banks.** throughout Iraq. The largest of these is Al-Warka

bank, with 68 operating branches. Several private

Private Banks banks are establishing themselves in provin-
Private banking development in Iraq requires a cial areas, reflecting the increasingly secure

stable security situation. As the violence drops, environment.>’
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TABLE 2.29

U.S. SMALL BUSINESS ASSISTANCE PROGRAMS

PROGRAM

PROGRAM UPDATE

CERP Micro-grants

As of December 2008, over 240 projects had received CERP micro-grant funding. All $1.16
million in CERP micro-grant funds has been obligated, and all but $50.00 has been expended.
The remaining $50.00 has been obligated as part of a $1,150 project to establish a fish farm in
Golden Hills, a town in Babylon.

Tijara Program

(also known as the
Provincial Economic
Growth (PEG) program)

A Board of Directors and staff have been hired to run a new Microfinance Institution in Mosul.
65 officials from the GOl and Iraqi banking sector attended the first Small and Microenterprise
Banking Networking Forum.

Community Stabilization
Program

The CSP BDP grants program has created 25,293 long-term jobs (greater than 3 months). In a
recent study of grants completed before 10/2007, 98% of the grantees were still in business.

Quick Response Fund

OPA has almost completed its portion of the QRF program; $33.6 million of $35 million has
been obligated. USAID has distributed $51.5 million of its funding under the QRF. USAID
considers $100 million fully obligated because it has signed a contract with a private contractor
to manage IRAP funds; however, only $51.5 million had been spent as of December 2008.

Iraqi Company for Bank
Guarantees (ICBG)

Originally formed with 11 banks, the ICBG has increased its membership to 13 banks.
ICBG issued 75 new loan guarantees this quarter.
ICBG also met the requirements needed to receive a third USAID grant of $1.5 million.

Sources: OSD, response to SIGIR data call, 1/9/2008; USAID, responses to SIGIR data call, 12/19/2008 and 12/31/2008; SIGIR Audit 09-011, “Opportunities to

Improve Management of Quick Response Fund,” 1/5/2009.

Micro-grants and Small Business
Development

Several U.S. agencies have funded programs to
promote small businesses in Iraq. Table 2.29
provides updates on U.S. funding for business
development.

Quick Response Fund

The Quick Response Fund (QRF) has

received $135 million to provide Provincial

Reconstruction Teams (PRTs) with funding

to support community projects, administered

through two components:

o Quick Response Fund-State (QRF-S)—run
by the DoS Office of Provincial Affairs (OPA),
this piece of the QRF manages grants, micro-
purchases, and direct purchases under $25,000
and grants over $500,000 (received $35 million
for QRF activities).

o Iraq Rapid Assistance Program (IRAP)—run
by USAID, this program includes grants
and direct purchases of $25,000 to $500,000
(received $100 million for QRF activities).**

This quarter, SIGIR completed an audit of

the QRE finding that OPA had established a
thorough process for choosing projects to give
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QREF funds. However, SIGIR also found that
both OPA and USAID need to improve their
processes and documentation for assessing the

success of projects in meeting intended goals.*!

Iraqi First Program
In an effort to bolster the Iraqi economy, DoD
reconstruction managers developed the Iraqi
First Program in 2006. The program encourages
the use of Iraqi contractors and Iraqi personnel.
During FY 2008, Joint Contracting Command
Iraq/Afghanistan (JCC-I/A) reports that it
awarded more than $2.34 billion in contracts to
Iraqi vendors—an increase of $300 million over
FY 2007

JCC-1/A encourages the use of Iraqi vendors
by U.S. contractors as well. As of January 2, 2009,
it reported 76,128 Iraqis employed within the
U.S. contracting workforce.** Figure 2.11 shows
the amount of U.S. funding awarded to Iraqi
vendors in each province through the Iraqi First
Program.

State-owned Enterprises

In June 2006, DoD established the Task Force
to Improve Business and Stability Operation
(TF-BSO) and tasked the organization with



FIGURE 2.11

IRAQI FIRST PROGRAM CONTRACTS BY PROVINCE
Percentage of $1.3 Billion

Anbar
$123.19M

Baghdad
$524.68 M

16%
18%

Basrah

Salah Al-Din $213.06 M

$239.05 M
Note: Numbers affected by rounding. Other includes Dahuk, Erbil,
Kerbala, Missan, Muthanna, Najaf, Qadissiya and Sulaymaniyah.

Source: JCC-I/A, response to SIGIR data call, 1/8/2009.

finding ways to stimulate economic development
and grow employment in Iraq. One of TF-BSO’s
main projects has been the revitalization of
Iraqi state-owned enterprises (SOEs). Prior to
2003, estimates indicate that these factories had
employed approximately 15% of the population.
More than $100 million has been provided to
TE-BSO to revitalize these factories; however,
due to the increase in GOI capital budget allow-
ances for SOEs, no additional U.S. funding is
expected.

This quarter, SIGIR conducted an audit of
the TE-BSO’s efforts to restart SOEs. Due to the
lack of useable baseline data and weaknesses in
the methodologies used to count the number
of Iragjis re-employed by SOEs, SIGIR has had
difficulty drawing conclusions as to the effective-
ness of SOE revitalization.

Good baseline data would have provided
assessment teams with information about the
number of Iragis employed by SOEs prior to
2003, as well as average factory production levels.
TF-BSO reports two primary reasons for limited
baseline data: security concerns prevented

ECONOMY

Ninewa $16.90 M
Babylon $19.13 M
Other $20.96 M
Thi-Qar $27.74 M
Wassit $35.42 M
Diyala $36.43 M
Tameem $54.03 M

assessment teams from touring facilities prop-
erly, and assessment teams were forced to rely on
testimonial information to establish production
levels and employment rates. Absent reliable
data, the Task Force developed an alternative
methodology to estimate a 24,500 job impact.
Impact is defined as the number of people
returning to work who were already on the SOE
payroll but not working because a factory was
inoperable or had limited work for all employees.
SIGIR has been unable to validate this method-
ology, nor does it believe that it provides an accu-
rate means of determining employment impact.
The audit also revealed internal control
weaknesses. For example, as of November
30, 2008, about $18 million (61%) of TF-BSO
funding obligated to restart SOEs was trans-
ferred electronically or provided in cash. These
payments were specifically provided to support
the purchase of raw materials and equipment
for the SOEs; however, SIGIR has determined
that TF-BSO did not obtain copies of invoices
for these goods to verify the prices and products
purchased.**
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Agriculture

Small subsistence farms make up most of the
agriculture industry in Iraq; 26% of Iraqis report
having an agricultural plot of some kind. The
most prevalently cultivated crops are wheat,
barley, and rice.*®

Although conditions are beginning to
improve, severe drought caused barley and wheat
production to drop 50% during the 2007-2008
harvesting season. Barley and wheat crops
experienced the largest damage because they
are primarily rain-fed. Higher quality irriga-
tion systems protected rice crops from the same
damage.*

Crops are planted between November and
December each year, so drought conditions in
the early months of the year can severely impact
the harvest.”” The drought’s effects have placed
at greatest risk the provinces of Erbil, Dahuk,
Tameem, Diyala, and Ninewa,*®* where most
grain production occurs.*® The main impact of
the drought on Iraqis will be lower income; for
livestock owners, lower grain production will
result in less available feed for the animals.*”®

The Ministry of Agriculture (MOA) enacted
several measures to combat the effects of the
drought, including a drought compensation
package, subsidized feed, lower interest rates and
fees on loans for farmers, and further subsidies
on seeds that must be planted before the end
of 2008. In addition, the MOA has raised the
guaranteed purchase price for barley and wheat
for the 2009 crop. The U.S. Department of
Agriculture has received mixed reports as to the
effectiveness of these measures and the efficiency

of their implementation.””
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U.S.-funded Agriculture Projects
Ongoing U.S. agriculture projects focus on
capacity development. The projects include seed
distribution and training sessions for farmers
and government officials.

Inma Agribusiness Program

Funded by the ESE, the USAID Inma program

focuses on stimulating agribusiness growth and

enhancing agricultural output. This quarter,

Inma signed a grant agreement with a local non-

governmental organization known as Al-Thiqa,

which will provide short-term agribusiness loans
to farmers in Ninewa province. Other Inma
efforts this quarter include:*”?

o Seed Delivery. This quarter, Inma delivered
900 tons of wheat seed and 100 tons of barley
seed to 8 PRTs and embedded PRTS (ePRTs)
for distribution to farmers around Iraq.

o ANKA Company Agreement. Inma has
signed a grant agreement with the ANKA
Company, an Iraqi agricultural development
firm. Under this agreement, ANKA will collect
and disseminate wholesale market price data
for Iraqi fruits and vegetables.

o Seminars. Inma conducted 17 seminars at the
Erbil Food Expo this quarter. The seminars
were attended by farmer association members,
agribusinesses, university students, and
regional government officials.

o Importation. Inma finalized an importation
process for 50,000 stone fruits, table grape
vines, and 13,500 pomegranate seedlings.
These items will be distributed to farmers in
the Baghdad province.



A veterinary technician with the U.S. Army
vaccinates a goat. (USACE photo)

U.S.-Iraq Agricultural Extension Revitalization
Project

In December 2008, the U.S. Department of
Agriculture launched Phase 2 of the U.S.-Iraq
Agricultural Extension Revitalization Project
(TAER). DoS has provided $12.2 million for
Phases 1 and 2 of this project. The goal of
IAER is to revitalize Iraq’s agricultural exten-
sion system by providing specialized agricul-
ture training. Phase 1 sent Iraqis to seminars
throughout the Middle East (including courses
conducted by American University in Cairo,
Egypt; Washington State University in Aleppo,
Syria; and Texas A&M University in Amman,
Jordan). Phase 2 will bring Iraqis to the United
States for agricultural training pertinent to Iraq,
including dry-land field crops, soil and water
management, aquaculture, and animal health.””

Iraqi Debt Relief

Iraqi sovereign foreign debt falls into one of

two primary categories: Paris Club debt and
non-Paris Club debt.”* The majority of debt

was incurred during the old regime, but limited
payments were made until 2004.” Of the debts
owed by Iraq in 2004, approximately $74 billion
has been forgiven.*®Iraq currently owes between
$50 billion and $75 billion to foreign nations.*””

ECONOMY

Paris Club Debt Relief

As of December 31, 2008, Iraq still owed Paris
Club creditors $7.6 billion. However, this amount
is a substantial reduction from the nearly

$50 billion originally owed. Effective

December 17, 2008, the third and last tranche

of Paris Club Iraqi debt relief was completed.
Including this final tranche, Paris Club member
countries have forgiven over 80% of Iraq’s debt
since 2004.%7

Non-Paris Club Debt Relief
Because many countries impose varying interest
rates and calculate penalties differently, the
exact amount of foreign debt Iraq owes is under
dispute.” Iraq owes its largest debts to Saudi
Arabia, China, and Kuwait.’*°

As of the end of October 2008, Iraq had
signed bilateral debt agreements with 11 non-
Paris Club members, restructuring a debt stock
of $9.4 billion. Iraq has also finished debt nego-
tiations with Greece, Morocco, Tunisia, and the
United Arab Emirates. Once agreements have
been signed with these nations, Iraq will have
settled its non-Paris Club debts by agreeing to
pay 46% of its initial debt by value. Debt negotia-
tions with China and some Gulf countries are

ongoing. ™'
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RECONSTRUCTION BY PROVINCE

PROVINCE SNAPSHOTS

This section reviews U.S. reconstruction activi-
ties in Irag’s provinces, presenting information
on security conditions, governance initiatives, the
state of the economy, and access to essential ser-
vices. For each province, SIGIR provides a sum-
mary of observations reported by U.S. Provincial
Reconstruction Teams (PRTs) and embedded
PRTs (ePRTs), which coordinate reconstruction
activity with community leaders and build the
capacity of local governments to meet the needs of
local populations.

The section also contains reports on provincial
activities from the Gulf Region Division (GRD)
of the U.S. Army Corps of Engineers (USACE),
the U.S. Embassy’s Office of Provincial Affairs
(OPA), and the U.S. Agency for International
Development (USAID).

PRT Updates

As of January 2009, 29 PRTs were operating in
Iraq: 18 PRTs and 11 ePRTs operating within U.S.
Brigade Combat Teams (BCTs).*®* Although there
are no immediate plans to reduce the number of
PRTs operating in Iraq in the near future, OPA
reports that program drawdown is part of the

TABLE 3.1
PRT OBJECTIVES

OBJECTIVES DESCRIPTION

overall U.S. strategy, and this transition could be-

gin within the next year.*® The drawdown process

will begin as these conditions are met:***

o Successful provincial elections are executed.

o A smooth transition of power is implemented.

o Freedom of movement for Iraqis is achieved.

« Continuous ratings of “sustaining” for PRTs
under the requirements of the provincial
Capability Maturity Model (CMM) are met.

In late 2007, OPA developed the CMM for
the PRTs to measure progress in each province.
The CMM assessment system applies standard-
ized rankings to measure progress in reaching the
goals established by the PRT program, outlined in
Table 3.1. The CMM results are central to deter-
mining how to adjust resources as the provinces
approach conditions for PRT drawdown.**> OPA
will direct PRT funding to provinces requiring
more support to reach these objectives.” For a
comparison of the progress assessment reported
in November 2007 to the most recent assessment
of November 2008, see Figure 3.1.

This quarter, SIGIR released an audit of
the PRT program, finding that performance

Assist the development of sub-national governments that are self-sufficient, transparent,

Governance accountable, and capable of identifying, prioritizing, and servicing the needs of the citizens.

Promote the development of an engaged local population and effective political parties,
institutions, representatives, and officials who respect the rights of individuals and groups,
promote pluralism, and peacefully transfer power.

Political Development

Reconciliation Assist conflicting parties to resolve their differences by engaging in direct and peaceful

dialogue to identify and pursue shared aims and interests.

Help sub-national governments and the private sector to establish and implement broad-based
and comprehensive economic development strategies that promote equitable and sustainable
growth.

Economic Development

Rule of Law Enhance the quality of justice enjoyed by the populace by improving the accountability,

effectiveness, and consistency of services administered by policing, corrections, judicial, and
other legal institutions.

Source: OPA, response to SIGIR data call, 6/29/2008.
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FIGURE 3.1

COMPARISON OF 2007 AND 2008 PRT MATURITY ASSESSMENTS
11/30/2007  11/30/2008
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Source: OPA, response to SIGIR data call, 1/14/2009.

measurements had improved across Iraq.
However, OPA has not universally required PRTs
and ePRTs to report how they will correct weak-
nesses identified by the assessment.*

In previous audit reports, SIGIR made 12
recommendations to improve PRT program ef-
fectiveness, 8 of which had been closed following
Embassy management action. In the audit re-
leased this quarter, SIGIR closed three of the four
remaining suggestions. The only open recom-
mendation pertains to the requirement that PRTs
submit work plans to update OPA on progress
toward accomplishing objectives.’®

The Department of State (DoS) Quick
Response Fund (QRF) is one way that the PRTs
support efforts in Iraqi communities. The QRF
was created to support community-led efforts to
improve access to public services, economic op-
portunities, employment, and education.

This quarter, SIGIR released an audit of the
QREF program, which is run jointly by OPA and

USAID. The audit found that OPA has developed
a sound process for selecting projects; however,
more oversight is needed to assess the success
of completed projects. USAID relies heavily on
contractors to assess results and does not conduct
independent project reviews.”®

SIGIR found that project reports issued by
USAID’s contractors often did not assess whether
the expected results had been achieved. Weak
oversight has left the QRF vulnerable to waste and
fraud. Additional concerns regarding the use of
USAID contractors include the cost of support.
SIGIR auditors calculate that the contractor fee
and the added 8% fee paid to subcontractors used
up $0.53 of every QRF dollar spent on projects.*”

Province Comparisons

For a province-level overview of security, infra-
structure, economy; and governance indicators,
see Table 3.2.
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TABLE 3.2

SELECTED COMPARISONS OF IRAQ’S PROVINCES

POPULATION U.S. FUNDING PER CAPITA IRAQI FUNDING Economy
2008 Dollar % of
2008 Provincial Amountof  Households
Internally Provincial Budget Awards to in the
Displaced IRRF ISFF Total ESF CERP Budget Percentage of Iraqi First Poorest
Persons Project Project Project  Project I-CERP Allocation  Expended vs. Vendors Income
Province Population? (IDPs)b Costs¢ Costsd Costs® Costsf Projects9  ($ millions)h Allocatedi ($ millions)i Quintilek
Kurdistan
g?l?i}ru:r’\d 4,621,600 872,278 $132.34 $14.20 $22.35 $21.52 n/a n/a n/a $9.45 19%
Sulaymaniyah)
Ninewa 2,473,700 146,055 $180.35 $154.67 $12.71 $78.45 41 $356.67 7% $16.90 31%
Tameem 839,100 51,135 $770.69 $134.42  $138.04 $201.88 53 $143.33 54% $54.03 31%
Salah Al-Din 1,077,800 65,810 $391.64 $110.59  $110.54 $198.63 148 $146.67 49% $239.05 14%
Anbar 1,280,000 85,134 $390.81 $631.73 $82.69 $331.74 56 $183.33 69% $123.19 24%
Diyala 1,373,900 191,491 $337.37  $190.55 $13.21  $144.81 110 $168.00 18% $36.43 18%
Baghdad 6,386,100 573,301 $492.13  $259.67 $129.63 $167.56 281 $883.33 12% $524.68 5%
Wassit 941,800 87,637 $323.03 $66.34 $30.96 $67.97 14 $134.67 50% $35.42 20%
Babylon 1,444,400 86,047 $134.78  $15.56  $22.66 $118.07 50 $200.67 58% $19.13 28%
Qadissya 866,700 32,110 $159.28  $41.95  $14.86  $93.94 30 $133.33 25% $5.88 37%
Kerbala 756,000 183,617 $125.28 $1.11 $26.93 $67.37 0 $113.33 33% $3.93 36%
Najaf 946,300 81,674 $189.94 $30.57 $20.99  $44.40 0 $143.33 95% $0.58 13%
Muthanna 536,300 23,497 $479.73 $4.62 $25.78  $46.68 0 $83.33 36% $1.04 28%
Thi-Qar 1,427,200 72,779 $520.26 $47.90 $13.93  $30.30 1 $216.67 38% $27.74 27%
Missan 743,400 159,749 $234.66 $52.51 $47.85  $38.82 3 $120.00 79% $0.07 16%
Basrah 1,761,000 130,177 $882.67 $70.39 $54.39 $145.05 17 $306.67 37% $213.06 1%

Note: Total project costs for the various funds are as reported in IRMS; they do not represent actual obligations or expenditures.

Sources:

2 Total number of people residing in the province, as measured by the UN in November 2007. UNOCHA, “Irag-Population by Governorate,” 11/19/2007.

b Number of Iraqis displaced from their homes who have resettled to that province. U.S. Embassy-Baghdad, response to SIGIR data call, 12/31/2008.

¢ Includes only ongoing and completed projects. Project cost may be different from the cost reported last quarter because the Global Benchmark data source was used instead of the
ITAO Rollup, which is no longer available. Numbers affected by rounding. UNOCHA, “Irag-Population by Governorate,” 11/19/2007. IRMS, Global Benchmark, 1/6/2009.

d Includes only ongoing and completed projects. Project cost may be different from the cost reported last quarter because the Global Benchmark data source was used instead of the
ITAO Rollup, which is no longer available. Numbers affected by rounding. UNOCHA, “Irag-Population by Governorate,” 11/19/2007. IRMS, Global Benchmark, 1/6/2009.

¢ Includes only ongoing and completed projects. Project cost may be different from the cost reported last quarter because the Global Benchmark data source was used instead of the
ITAO Rollup, which is no longer available. Numbers affected by rounding. UNOCHA, “Irag-Population by Governorate,” 11/19/2007. IRMS, Global Benchmark, 1/6/2009.

fIncludes only ongoing and completed projects. Project cost may be different from the cost reported last quarter because the Global Benchmark data source was used instead of the
ITAO Rollup, which is no longer available. Numbers affected by rounding. UNOCHA, “Irag-Population by Governorate,” 11/19/2007. IRMS, Global Benchmark, 1/6/2009.

9 [rag-Commanders Emergency Response Programs ($270M) as of January 1, 2009 by Province. MNF-I, response to SIGIR data call, 1/14/2009.

" YTD September 2008 Provincial budget allocation. U.S. Treasury, response to SIGIR data call, 1/9/2009.

i YTD September 2008 Provincial budget expended amount versus allocated amount. U.S. Treasury, response to SIGIR data call, 1/9/2009.

I Iraqi First Program, JCC-I/A, response to SIGIR data call, 1/8/2009.

K UN, “Comprehensive Food Security and Vulnerability Analysis in Irag,” 11/12/2008.
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INFRASTRUCTURE GOVERNANCE SECURITY
Avg. Daily Estimated Total PRDC
Electricity Avg. Daily % of Value Budgeted (FY 2006 Total Total
Load Served Demand for People Community of CAP Supplemental and FY % of PRDC Attacks Attacks Provincial
for Quarter  the Quarter  with Access  Action Program Projects 2007 Supplemental) Budgeted 7/1/2008- 10/1/2008- Iraqi
(Mwh)! (Mwh)m to Watern (CAP) Projects®  ($ millions)P ($ millions)a Awarded" 9/30/2008s 12/31/2008t  Controlv
14,627 17,426 40% 40 $6.81 $81.14 89% 6 3 May-07
10,587 15,972 71% 65 $3.24 $27.43 42% 924 511 Mar-09
5,094 6,162 98% 64 $3.27 $27.10 65% 245 184 Jan-09
5,459 7,186 71% 169 $4.37 $24.30 78% 482 374 Jan-09
4,589 6,206 84% 115 $3.93 $52.28 62% 209 162 Sep-08
3,623 4,362 54% 75 $3.36 $24.36 76% 533 251 Feb-09
31,714 48,420 89% 1,179 $38.41 $147.53 67% 867 713 May-09
2,724 5,655 89% 89 $5.31 $27.92 91% 8 9 Oct-08
4,039 7,915 97% 124 $10.85 $26.85 62% 54 62 Oct-08
3,077 4,711 76% 67 $7.57 $24.63 74% 7 9 Jul-08
2,883 5,092 71% 77 $9.11 $23.31 72% 4 0 Oct-07
3,594 6,973 83% 80 $8.01 $25.72 33% 1 2 Dec-06
2,532 3,770 65% 76 $3.22 $24.95 50% 1 1 Jul-06
5,404 7,536 94% 87 $8.13 $25.80 83% 21 7 Sep-06
2,566 5,090 91% 81 $6.23 $25.94 65% 43 39 Apr-07
12,032 17,148 98% 130 $8.66 $66.95 63% 26 1 Dec-07

! The average number of MWhs used per day to satisfy the load served, as estimated by the Ministry of Electricity and reported by ITAO. ITAO, IRMO Electric Daily Units Performance Report,
10/1/2008-12/31/2008.

MThe average number of MWhs demanded, as estimated by the Ministry of Electricity and reported by ITAO. ITAO, IRMO Electric Daily Units Performance Report, 10/1/2008-12/31/2008.

" Iragis with continuous access to potable water in each province. The data is based on a survey that was conducted in November-December 2007. UN, “Comprehensive Food Security and
Vulnerability Analysis in Irag,” 11/12/2008.

© Total number of ongoing CAP projects funded by the ESF and implemented by USAID. Projects aim to strengthen links between the Iragi government and local communities by facilitating
community coordination with local and provincial governments. USAID, response to SIGIR data call, 12/31/2008.

P Total value of ongoing U.S.-funded CAP projects. Projects aim to strengthen links between the Iragi government and local communities by facilitating community coordination with local and
provincial governments. USAID, response to SIGIR data call, 12/31/2008.

9 The total amounts budgeted for each province in PRT/PRDC program funds, for both the FY 2006 and FY 2007 Supplemental appropriations. OPA, response to SIGIR data call, 1/6/2009.

r PRDC award amounts as a percentage of PRDC budgeted amounts. OPA, response to SIGIR data call, 1/6/2009.

s Total number of attacks occurring in the province 7/1/2008-9/30/2008. OSD, response to SIGIR data call, 10/6/2008.

t Total number of attacks occurring in the province 10/1/2008-12/31/2008. CENTCOM, response to SIGIR data call, 1/10/2009.

Y Date of transfer of security authority to the Iraqgis. Dates in 2009 are projections. U.S. Embassy-Baghdad, response to SIGIR data call, 1/5/2009; DoD, Measuring Stability and Security in Iraq,
12/30/2008, p. 29.
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RECONSTRUCTION BY PROVINCE

Population:* 4.6 million U.S. Projects:® 2,024
Religion:” 7% Shia, 71% Sunni, 22% Other  U.S. Project Costs:* $880 million
PIC Date:* May 2007

% Capital
O PRT
Major Ongoing Projects W Project
Explosive Ordnance Disposal
| Operations®
Emergency Hospital In Zakho® *Obligated: $2.2 million
*Obligated: $2.6 million *Expended: $0.0
e Expended: $0.6 million O M eEstimated Completion: 4/20/2009
eEstimated Completion: 6/14/2009 *Goals: Provide critical operational
*Goals: Serve the residents in the outlying infrastructure and support to enable
areas of Dahuk Province 