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SIGIR AUDITS

From April 30,2009, to July 30, 2009, SIGIR com-

pleted seven new audit products, including one
joint audit with the Department of State (DoS)
Office of Inspector General. Since March 2004,
SIGIR has issued 149 audit reports. This quarter,
SIGIR addressed a range of issues, including the

« areport on the costs, outcomes, management

oversight, transfer, and sustainment of a

$350 million project funded by ISFF to build
the maintenance capability of a military depot
in Taji to provide major overhauls of military
equipment

oversight of the operations of private security

contractors (PSCs) in Iraq, the management

of major reconstruction contracts, and CERP-

funded projects:

a joint report on the requirements, costs,
performance, and oversight of the contract
with Blackwater to provide private security
services

areport on the views of field commanders and
other officials on the effectiveness of changes
made to improve oversight and control the
operations of private security contractors
areport on the number, types, and actions taken
to investigate and remediate incidents in which
PSCs were involved in weapons discharges

a report on the costs, outcomes, management
oversight, transfer, and sustainment of a project
funded by the Iraq Security Forces Fund
(ISFF) to build a logistics support base near the
city of Tikrit

areport on the costs, outcomes, manage-
ment oversight, transfer, and sustainment of

a project funded by the Commander’s Emer-
gency Response Program (CERP) to build an
electricity distribution facility in a Baghdad
neighborhood

areport on the costs, outcomes, manage-
ment oversight, project justification, transfer,
and sustainment of the second-largest CERP
project in Iraq, which built a temporary hotel
in the Baghdad Airport economic zone
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For a list of these audit products, see Table 4.1.

SIGIR currently has 12 ongoing audits, and
others are expected to start this quarter. SIGIR
performs audit work under generally accepted
government auditing standards.

SIGIR’s reports have produced scores of
recommendations designed to achieve man-
agement improvements and corrective actions
needed in reconstruction and relief activities.
The implementation of audit recommendations
is crucial. SIGIR auditors regularly follow up
on open recommendations, seeking to achieve
their full implementation to the extent practical.
Appendix F shows the total number of SIGIR’s
recommendations by fiscal year and the recom-
mendations that remain open:

o For information on all SIGIR audit projects is-
sued as of July 30, 2009, see Appendix F, Table
F-1, and the SIGIR website: www.sigir.mil.

o For more detailed information on the status of
implementation of SIGIR recommendations
from its audit products and recommendations
that remain open, see Appendix F, Table F-2.

SIGIR’s work is well coordinated with other
audit entities engaged in Iraq-related work. SIGIR
hosts a quarterly meeting of the Iraq Inspec-
tors General Council (IIGC) to discuss audit
activities, prevent duplication of effort, and share



TABLE 4.1
SIGIR AubIT PRODUCTS SINCE 4/30/2009

REPORT DATE

NUMBER REPORT TITLE ISSUED

09-021 and int Audit of Black d Task Orders f Idwid | i

AUD/IQO- Joint Audit of Blackwater Contract and Task Orders for Worldwide Personal Protective 6/2009

09-16 Services in Iraq [This audit was conducted by SIGIR and the DoS Office of Inspector General.]

09-022 Field Commar)dgrs Sv_ee Improvements in Controlling and Coordinating Private Security 2/2009
Contractor Missions in Iraq
Investigation and Remediation Records Concerning Incidents of Weapons Discharges by

09-023 . . 7/2009
Private Security Contractors Can Be Improved

09-024 T|kr|t_ Location Command Project Achieving Contract Goals by Using Sound Management 2/2009
Practices

09-025 Commander’s Emergency Response Program: Muhalla 312 Electrical Distribution Project 7/2009
Largely Successful

09-026 Commander’s Emergency _Response Program: Hotel Construction Completed, but Project 2/2009
Management Issues Remain

09-027 Developing Iragi Military Depot Maintenance Capability at Taji Hampered by Numerous 2/2009

Problems

information and experiences. The most recent
meeting was held on May 27, 2009, at the SIGIR
office in Arlington, Virginia. The following
organizations attended the meeting: CENTCOM
Inspector General, Department of the Army In-
spector General, Department of Defense Office of
Inspector General, Department of State Office of
Inspector General, Government Accountability
Office, SIGIR, U.S. Agency for International
Development Office of Inspector General, U.S.
Army Audit Agency, and the Wartime Contract-
ing Commission.

Final SIGIR Audit Products
for This Quarter

Joint Audit of Blackwater Contract and
Task Orders for Worldwide Personal
Protective Services in Iraq

(SIGIR 09-021 and AUD/IQ0-09-16, 6/2009)

Introduction
The joint audit addressed four objectives per-
taining to the Blackwater task orders under the

Department of State (DoS) Worldwide Personal

Protective Services II contract:

1. What was the contracting process?

2. What were the key requirements and provi-
sions of the contract and task orders?

3. What are the costs and funding sources of the
contract and task orders?

4. How did the Department of State administer
the contract and task orders to provide proper
oversight of Blackwater’s cost and performance
in Iraq?

Results

These were the audit’s major findings:

o The contract and two of the three task orders
related to personal protective service were
competitively awarded to Blackwater. The
noncompetitively awarded task order was
justified in order to promote competition by
awarding each contractor a task order for the
geographic area where they already oper-
ated, save costs by not transitioning work in
that area to a new contractor, and provide
uninterrupted protective services in that
geographic area.

JULY 30, 2009 ' REPORTTO CONGRESS ' 151



o The total estimated cost for the Blackwater task
orders was $1.014 billion, as of May 29, 2008.

o DoS officials in Iraq did not confirm the
accuracy of labor costs in Blackwater’s monthly
invoices; the invoices were paid without ad-
equate review of support documentation.

o Although the contract stipulated that penalties
would be assessed when Blackwater did not
provide all required personnel, those penalties
were not assessed during 2006 and 2007. We
estimate that $55 million in penalties should
have been assessed for those years.

o DoS was doing a commendable job of provid-
ing oversight of government-furnished weapons
and vehicles, but oversight of other government-
furnished equipment, such as handheld radios
and body armor vests, was inadequate.

o Blackwater’s travel costs were not adequately
reviewed. As a result, we found that DoS had
paid $127,364 in ineligible travel costs. The
contracting officer has recovered $56,457 of
that amount.

« Contractor oversight files, required by the con-
tracting officer’s representative, were not easily
accessible and may not be complete.

Recommendations

The report makes four recommendations to the

Department of State (DoS):

1. DoS should designate a full-time contract-
ing officer’s representative on-site in Iraq to
verify labor charges entered there and to moni-
tor Blackwater’s control and accounting for
government-furnished property.

2. DoS should determine whether deductions to
the contract price should be made for inadequate
staffing and, if so, the amount of these deductions.

3. DoS should recover excess travel costs of
$70,907 billed by Blackwater.
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4. The contracting officer should instruct the
contracting officer’s representatives to establish
and maintain files that are easily accessible
and complete in accordance with the Foreign
Affairs Handbook.

Management Comments

and Audit Response

In its response to a draft of this report, the DoS
Bureau of Administration did not specifically
concur with any of the seven recommendations.
For six recommendations, it stated that it would
“coordinate with,” “work with,” or was “currently
in dialogue” with the Bureau of Diplomatic
Security on actions to address the recommenda-
tions. We consider these unresolved, pending
the Bureau’s concurrence. For the remaining
recommendation pertaining to penalties for not
providing required personnel, the Bureau said

it would “consult with” the legal office on the
recommendation. Consequently we consider that
recommendation resolved. We will close these
recommendations when we receive evidence that
corrective actions have been implemented.

Field Commanders See Improvements
in Controlling and Coordinating Private
Security Contractor Missions in Iraq
(SIGIR 09-022, 7/2009)

Introduction

Since April 2003, private security companies and
individuals, commonly known as private security
contractors (PSCs), have provided physical securi-
ty services to protect U.S. personnel, facilities, and
property, as well as U.S. government contractors,
subcontractors, and other parties supporting the
U.S. mission in Iraq. The use of contractors, how-
ever, has not been without problems, including



incidents between PSCs and Iragis and between

PSCsand U.S. forces. In late 2007, the Department

of Defense (DoD) and Department of State (DoS)

began making organizational and procedural
changes to strengthen their oversight, coordina-
tion, and control of PSC activities, including PSC
movements in areas of combat operations.

This audit was conducted to determine whether
the changes have improved the oversight, coor-
dination, and control of PSC missions in Iraq. It
also addresses Section 842 of the National Defense
Authorization Act for Fiscal Year 2008 (Public
Law 110-181), which states that audit agencies shall
examine one or more of a number of issues relat-
ing to the control of PSCs, including:

o the extent to which field commanders were
able to coordinate or direct the performance of
contractors in an area of combat operations

o the nature and extent of any activity by con-
tractor employees that was inconsistent with
the objectives of operational field commanders

Results

To determine the effect of recent changes to

improve the oversight of PSCs, SIGIR inter-

viewed or received written responses to ques-
tions from DoD, DoS, and PSC company officials
responsible for the oversight and coordination of

PSC security missions. These personnel reported

that the recent organizational and procedural

changes have improved the control and coordi-
nation of PSC missions. For example:

« Field Commanders: Nineteen current and
former field commanders described the new
coordination procedures as effective in exert-
ing their control and oversight over PSC mis-
sions. None of the field commanders identified
any recent PSC activities that were inconsis-
tent with their military operations, and none

identified problems with the current mission
oversight process.

o Contractor Operations Cell (CONOC) Offi-
cials: Officials at all six Contractor Operations
Cells, which were established to coordinate the
movement of DoD and DoS PSCs with mili-
tary units and to respond to incidents involv-
ing PSCs, also said that the organizational and
procedural changes have effectively resolved
the coordination and oversight problems that
existed prior to their implementation.

o DoS Regional Security Officers: DoS Re-
gional Security Office officials also said that
coordination between DoD and DoS has
improved. These officials provide a unique per-
spective on the oversight of PSCs because they
are responsible for both ensuring the safety of
U.S. Mission personnel and ensuring that their
PSCs meet contract requirements and abide by
all applicable laws and regulations.

Conclusions

Field commanders and CONOC officials
generally believe that the new PSC control and
coordination procedures have been effective in
ensuring that such activities are not inconsistent
with ongoing combat operations. In an earlier re-
port on reporting, investigating, and remediating
serious incidents involving PSCs, SIGIR similarly
found that improved oversight and coordination
of serious incidents could be achieved by estab-
lishing core standards, policies, and procedures
early in a contingency. SIGIR identified this as a
lesson learned, and this report provides further
evidence of the importance of these activities.

Recommendations

This report contains no recommendations but
reinforces previously identified lessons learned
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that apply to other contingency operations, such
as Afghanistan.

Management Comments

and Audit Response

The responsible agencies were not required to
provide comments to the draft of this report be-
cause there were no recommendations. Agencies
chose not to provide comments.

Investigation and Remediation Records
Concerning Incidents of Weapons
Discharges by Private Security
Contractors Can Be Improved

(SIGIR 09-023, 7/2009)

Introduction

This report by the Special Inspector General

for Iraq Reconstruction (SIGIR) responds to

congressional requirements to conduct audits

of serious incidents involving private security

contractors (PSCs) in Iraq. It focuses on Depart-

ment of Defense (DoD) oversight of incidents

involving the firing—or discharge—of weapons

reported from May 2008 through February 2009

by its PSCs. Specifically, the report examines:

o the number and types of serious incidents
involving weapons discharges

o the extent to which actions that were taken to

investigate and remediate these incidents can
be verified

This report follows up on information on
serious incidents provided in “Opportunities To
Improve Processes for Reporting, Investigating,
and Remediating Serious Incidents Involving
Private Security Contractors in Iraq” (SIGIR 09-
019, 4/30/2009).
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DoD delegated its oversight responsibilities
to Multi-National Force-Iraq (MNF-I), which
established Contractor Operations Cells
(CONOC:s) to gather and distribute information
on serious incidents involving PSCs. DoD also
delegated to the Armed Contractor Oversight
Division—now called the Armed Contractor
Oversight Branch (ACOB)—the responsibility to
manage the serious incidents.

Results

From May 2008 through February 2009,

109 incidents of weapons discharges were
reported by 13 DoD PSCs and recorded in MNE-
I's CONOC database. Of these, five incidents
resulted in injuries to six PSC employees and two
deaths, including one employee of the U.S. Army
Corps of Engineers caused by enemy action.

No Iraqi civilians were injured or killed in these
incidents. Almost twice as many of the inci-
dents involved static guards (71) responsible for
protecting fixed locations, than security details
(38) responsible for protecting personnel and
equipment convoys. All but one of the incidents,
a suicide of a PSC employee, can be grouped

in three primary categories—graduated force
responses (a continuum of actions that can begin
with nonlethal measures and end with lethal
measures), negligent discharges, and responses
to enemy attacks.

The ACOB database tracked 95% of the inci-
dents involving weapons discharges from May
2008 through February 2009. This is significantly
better than the 43% that SIGIR found in its previ-
ous review of all serious incidents (those involving
attacks, death, serious injury, or property damage).
However, SIGIR found that ACOB did not have
the supporting documentation in its database to
verify the actions taken on 56 of the 109 incidents



(51%) that CONOC recorded. Current ACOB of-
ficials could not explain why ACOB did not have
these records on file, including 16 incidents that
appear to have been investigated and remediated.
This finding is consistent with a prior SIGIR audit
that identified weaknesses in MNF-T’s process for
keeping records on serious incidents.

ACOB’s lack of documentation for many of
the weapons discharge incidents made it diffi-
cult, and in some cases impossible, to determine
the total number of actions taken to investigate
and remediate the incidents, including the actions
that MNF-I may have taken against the PSCs in
this timeframe. ACOB is responsible for ensur-
ing that the commanders of the units that the
PSCs support promptly and thoroughly review
all serious incidents and, when necessary, inves-
tigate and remediate them. SIGIR’s analysis fur-
ther supports the need for ACOB and CONOC
to establish a joint database for serious incidents
that ACOB can use to capture the information
it needs to fulfill its responsibilities to manage
serious incidents involving PSCs.

Recommendations

SIGIR makes no additional recommendations

to DoD in this report. However, the information

presented in the report reinforces the need to
implement SIGIR’s previous recommendations
to the Commanding General, Multi-National

Force-Iraq, to take these actions:

o+ Require CONOC and ACOB to establish a
joint database for serious incidents that both
can use to capture the information they need
to fulfill their responsibilities.

o Require ACOB to track all serious incidents,
include data on all incidents in its analyses,
perform more extensive analyses of serious
incidents, and develop lessons learned from
those analyses.

Management Comments

and Audit Response

SIGIR received management comments from
MNPF-I, in which MNF-I concurred with the
information provided in the draft report.

Tikrit Location Command Project Achieving
Contract Goals by Using Sound
Management Practices

(SIGIR 09-024, 7/2009)

Introduction

SIGIR has a legislative requirement to prepare,
prior to its termination, a final forensic audit on
funds made available for Iraq relief and recon-
struction prior to its termination. This review
examines the Tikrit Location Command, a $37.8
million project to construct a new area support
base for the Iraqi Army. The project is a joint
effort between the Multi-National Security Tran-
sition Command-Iraq (MNSTC-I) and the Iraq
Training and Advisory Mission-Army (ITAM).
The Joint Contracting Command-Irag/Afghani-
stan awarded the contract and is responsible for
contract oversight. The Gulf Region-North Dis-
trict (GRN) of the U.S. Army Corps of Engineers
provides program management and engineer-
ing oversight. The project is funded by the Iraq
Security Forces Fund (ISFF).

SIGIR’s objectives were to examine contract
costs, outcomes, management oversight, and
issues related to the transfer and sustainment
of the project, with an emphasis on vulnerabili-
ties to fraud, waste, and abuse. This is the third
SIGIR review of contracts funded by ISFF.

Results

Completing the Tikrit Location Command
project has taken longer than originally planned;
nevertheless, the project has not experienced cost
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growth, the facilities are nearing completion,
project management oversight controls are work-
ing well, and plans for transferring and sustain-
ing the project are being developed.

As of May 2009, the contractor is meeting the
requirements of the contract, and cost disburse-
ments were commensurate with management’s
estimate of the construction status. The build-
ing exteriors are mostly complete, and the
contractor is completing the interiors and other
infrastructure and is adding the utilities. The
GRN program manager estimates that overall
construction is 78% complete, and both the
GRN manager and the contractor believe that
construction will be completed by the end of the
current period of performance, which is Septem-
ber 26, 2009. About $25.2 million of the $37.8
million—nearly 67% of the modified contract
price—has been disbursed to the contractor.

Strong program, project, and contract man-
agement controls were in place from the begin-
ning of this contract, and they have improved
over time. When construction deficiencies were
identified, action was taken to resolve the issues.
Additionally, lessons learned from prior con-
struction projects were implemented. MNSTC-I
officials said that a good security situation at
Tikrit, among other factors, contributed to the
positive outcome.

The project is approximately three months
from its scheduled completion date; thus, it has
not yet been transferred to the Government of
Iraq (GOI). Nonetheless, MNSTC-I has an asset
transfer plan in place and is working with the
GOI to address several training and sustainment
issues, including securing an adequate power
supply for the facility and training Iraqis to oper-
ate the reverse-osmosis water treatment facility.
To monitor the project after its transfer, a logis-
tics military advisory team will be located at the
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site to advise the location command’s command-
er. A logistics training assistance team will also
be formed to provide focused training, and ITAM
officials will conduct capability assessments to
track the GOT’s progress in base services, water
treatment, and other areas.

Recommendations
This report makes no new recommendations.

Lessons Learned

As SIGIR has previously identified in other recon-
struction projects, involving GOI officials in the
design and construction phases of projects that
they will ultimately use contributes to GOI accep-
tance of and commitment to the project. Further,
requiring project managers to implement lessons
learned from other reconstruction projects helps
to achieve overall better program management
and outcomes. Iraq lessons should be shared with
reconstruction project managers in Afghanistan.

Management Comments

and Audit Response

SIGIR received written comments from the
Multi-National Security Transition Command-
Iraq and technical comments from the Iraq
Training and Advisory Mission-Army, which
we incorporated in the body of the report as
appropriate.

Commander’s Emergency Response
Program: Muhalla 312 Electrical
Distribution Project Largely Successful
(SIGIR 09-025, 7/2009)

Introduction
Since October 2005, SIGIR has issued four reports
on the management controls and accountability



of Commander’s Emergency Response Program
(CERP) funds. This report focuses on the out-
come, cost, and oversight of one CERP project—
the Electrical Distribution Grid in a Baghdad
neighborhood known as Muhalla 312. Muhalla
312 is the most expensive project undertaken
with CERP funding in Iraq: the project encom-
passed the entire Muhalla 312 (estimated to be 10
square blocks).
SIGIR’s objectives were to examine:
« the project outcome in terms of final costs and
completion time
o the effectiveness of the contracting process and
oversight of the contract
« the coordination of the project with other
reconstruction funds and programs
« the transfer to and sustainment efforts of the
Government of Iraq (GOI)

Results
The Muhalla 312 distribution grid project was
largely successful in meeting its intended out-
come and was completed within cost. In
November 2006, the Joint Contracting Com-
mand-Irag/Afghanistan (JCC-I/A) awarded a
contract to Civilian Technologies Limited for
nearly $11.7 million to rehabilitate the electricity
distribution facility at Muhalla 312. Over the next
26 months, JCC-I/A issued four contract modifi-
cations, including a design change that increased
the contract amount to nearly $11.8 million. The
increase was minimal—Iless than 1%; however,
the project took considerably longer than antici-
pated. Project delays were the result of challenges
in obtaining approvals from the Iraqi Ministry of
Electricity (MOE) and security problems.
Contract management and project over-
sight were generally effective. The Gulf Region
Division-Central District (GRC) of the U.S.
Army Corps of Engineers performed effective

quality assurance on the project. SIGIR reviewed
the contract award and solicitation documenta-
tion, which showed that JCC-I/A found only one
contractor to be technically acceptable. The state-
ment of work for the contract was well defined.
SIGIR reviewed contractor invoices and
receiving documents and determined that
invoices equaled the total contract price.

The project was coordinated effectively with
the GOI; however, SIGIR was unable to confirm
that Multi-National Corps-Iraq coordinated the
project with any other U.S. reconstruction agen-
cies. Lack of project coordination could reduce
the overall impact of the intended results.

On January 13, 2009, GRC effectively tran-
sitioned the electrical distribution grid to the
GOI On May 20, 2009, SIGIR visited the project
site and observed that the GOI was sustaining
the project.

Although the project took longer to complete
than anticipated because of GOI approval delays
and security issues, this was a successful CERP
project. This supports an earlier SIGIR lesson
learned that early engagement of GOI officials
on projects can lead to a more effective transi-
tion and a commitment to sustain the project.
Contract management and project oversight
were effective, and GOl is sustaining the electrical
distribution grid even though Multi-National
Division-Baghdad did not obtain a sustainment
agreement up front.

Recommendations
This report makes no recommendations.

Lesson Learned

The Muhalla 312 electrical distribution grid
project showed that obtaining host country buy-
in of a project and its design can help achieve
positive results in the project’s transition and
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sustainment phases. This lesson learned applies
to CERP implementation in other contingency
situations, such as Afghanistan.

Management Comments

and Audit Response

The responsible agencies were not required to
provide comments to the draft of this report be-
cause there were no recommendations. However,
MNC-I provided technical comments that we
considered in preparing the final report.

Commander’s Emergency Response
Program: Hotel Construction Completed,
but Project Management Issues Remain
(SIGIR 09-026, 7/2009)

Introduction
SIGIR has issued five reports on the manage-
ment controls and accountability of Commander’s
Emergency Response Program (CERP) funds.
This report focuses on the outcomes, cost, and
oversight of the Baghdad International Airport
Caravan Hotel, one of the larger CERP projects.
A $4.2 million contract was awarded to TAMA
Design Consultancy and Construction, an Iragi
contractor, to provide international travelers and
the public with hotel accommodations near the
Baghdad Airport.
SIGIR’s reporting objectives for this audit are
to examine:
« contract outcome, cost, and schedule
o project justification and compliance with
CERP guidelines
« contract oversight
« coordination of the project among U.S. gov-
ernment agencies and with the Government of
Iraq (GOI)
« transfer of the project to the GOI
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Results
Although the project’s construction was consis-
tent with the contract requirements, a number
of weaknesses in the project’s overall manage-
ment raise questions about project selection,
cost, oversight, hotel management contract, and
plans for transfer to the GOI. These conditions
appear to be caused largely by the new, improved
general guidance for the CERP and a lack of
management attention to properly documenting
project decisions and plans. This situation is of
particular concern to SIGIR because, at $4.2 mil-
lion, this is one of the highest dollar value CERP
projects in Iraq; therefore, it warranted closer
management attention.

Despite scheduling delays, the project met
its construction and cost goals The contract
was awarded in October 2007, the contractor
completed construction in August 2008, and the
hotel has been open since September 2008. The
project schedule slipped 6 months, taking a total
of 10 months, but no cost increases occurred.

The Commanding General, Multi-National
Corps-Iraq (MNC-I), approved the Caravan Ho-
tel project using existing CERP guidance. SIGIR
questions whether the project met all selection
criteria, but notes the general nature of the guid-
ance and believes the selection was reasonable.
SIGIR also notes that subsequent congressional
direction and related Department of Defense
regulations have strengthened controls over the
approval of large-scale CERP projects.

Documentation was missing to justify key
project actions, such as increasing the contract
price during the solicitation process from a
planned $2.7 million to $4.2 million, not hav-
ing TAMA manage the hotel even though the
original justification stated it would, and chang-
ing the payment process from electronic fund



transfer to cash for about $1.2 million and then
back again to electronic.

Documentation of the Contracting Officer
Representative’s activities was missing, including
verification of TAMA’s contract performance,
inspections, and correspondence with TAMA.
Further, although MNC-I coordinated the project
with other projects within the Baghdad Interna-
tional Airport Economic Zone, the Multi-National
Division-Baghdad, and the Iraqi Civil Aviation
Administration, MNC-I did not coordinate the
project with other U.S. reconstruction agencies.

MNC-T has not developed a plan for transfer-
ring the hotel and has entered into a contract
arrangement with a private joint venture to run
the hotel. The contractor is paid from the hotel’s
profits. MNC-I has delayed tranferring the hotel
to the GOI because it is concerned that the Iraq
Ministry of Transportation will close the hotel
and remove all of the furniture and equipment
from the property, as happened with other CERP
projects at the airport. Although SIGIR shares
MNC-I concerns about putting the investment
at risk, MNC-I has not provided SIGIR the legal
justification for the contract.

Recommendations

SIGIR recommends that the Commanding

General, Multi-National Corps-Iraq (MNC-I),

take actions to:

1. Update CERP guidelines to reflect new poli-
cies and procedures requiring electronic fund
transfers.

2. Conduct a legal review of the hotel construc-
tion contract and the current hotel manage-
ment contract to confirm that relevant legal
authorities supporting major actions and
decisions have been identified and fully docu-
mented. Specific issues to be addressed are
identified in the body of the report.

3. Review the contract issues identified in this
report, including contract award, payments,
construction delays, and record-keeping
processes.

4. Develop a plan for turning the project over to
the GOL

Management Comments

SIGIR received written comments from Multi-
National Force-Iraq (MNF-I), which we consid-
ered in writing this report. SIGIR’s recommen-
dations were directed to MNC-I, a subordinate
command of MNF-I. MNF-I concurred with
the report’s recommendations and provided ad-
ditional comments. MNF-I stated that the con-
tract issues identified in recommendation three
would have to be reviewed through JCC-I/A, not
MNC-I. MNF-I stated that MNC-I is develop-
ing a plan to turn the Caravan Hotel over to

the GOL A draft memorandum of agreement is
being developed, and MNF-I expects signatures
from MNC-], the Iraq Minister of Transporta-
tion, and SIGMA Group within two weeks.
MNF-I stated that the memorandum will result
in the transfer of the hotel to the GOL

Developing Iraqi Military Depot
Maintenance Capability at Taji Hampered
by Numerous Problems

(SIGIR 09-027, 7/2009)

Introduction

This report discusses a $350 million Multi-
National Security Transition Command-Iraq
(MNSTC-I) contract, funded by the Iraq Secu-
rity Forces Fund, to complete the Taji National
Maintenance Depot (TNMD) in Iraq. Con-
structing the depot was a seven-phase project,
and this contract supports the final four phases:
1. procuring and installing equipment
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2. training Iraqi soldiers and civilians in depot
maintenance and operations

3. initiating operations

4. transitioning the depot to Iragi control

The contract was awarded by the Joint
Contracting Command-Irag/Afghanistan to
AECOM Government Services.

SIGIR’s objectives are to review the key
requirements and provisions of the contract
to determine cost, outcome, and management
oversight, with an emphasis on the controls to
prevent and detect fraud, waste, and abuse.

Results

Although the contract was valued at $350 mil-
lion, MNSTC-I elected to cancel two option
periods, and final costs for the contract will be
about $220 million. However, the possibility that
the Iraqi Army will be capable of successfully
operating the depot by December 31, 2009—
even at a low rate of production—seems un-
likely. (A low rate production goal, as defined by
MNSTC-, refers to the number of times Iraqi
personnel must independently demonstrate

the capability to successfully complete certain
maintenance actions. For example, a goal of 30
engines means that before transition the Iraqis
should have successfully overhauled 30 engines.)
Much of the equipment required under Phase
IV of the contract still needs to be installed and
commissioned. The training required under
Phase V of the contract has not produced suf-
ficient numbers of journeyman-level mechanics,
and the low rate production requirements under
Phase VT of the contract have been minimally
achieved for only a few types of equipment.
Until these objectives are met, the ability of the
Iraqi Security Forces (ISF) to independently

conduct depot-level maintenance will be limited.
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Nonetheless, MNSTC-I reports that it intends to
transfer the facility on December 31, 2009, in an
“as is” condition, without regard to level of facil-
ity, equipment, or training development.

Although the outcome of this contract is less
than successful to date, SIGIR found that
MNSTC-I's management and oversight was
generally effective. The MNSTC-I team respon-
sible for this contract has managed two complex
issues: the poor-quality renovation and construc-
tion work done under an earlier Phase III con-
tract, specifically electrical work and the failure of
the Iraqi Army to commit soldiers for training.

SIGIR’s analysis of project management gener-
ally shows that despite the schedule extension,
MNSTC-I managed these problems well. Most
specifically, MNSTC-I kept the overall contract
costs near the original estimate. SIGIR has
previously recommended that continued U.S.
investment in developing the ISF’s maintenance
capability be contingent on negotiating an agree-
ment with the Iraqi Ministry of Defense for tran-
sitioning maintenance responsibility. SIGIR also
identified a lesson learned that when agreements
cannot be reached, assessing the risk of increased
costs and the failure to achieve objectives should
be an integral part of the management decision-
making process. In this case, MNSTC-I has
assessed that risk and made its decision.

Recommendations

SIGIR recommends that the Commanding Gen-

eral, MNSTC-], direct that these actions be taken:

1. Due to the seriousness of the safety hazards
and electrical problems uncovered within the
depot facilities related to the Phase IIT con-
struction, reevaluate the decision not to pursue
action against these responsible contractors.

2. Develop a comprehensive plan to guide the
activities of the future U.S. organization that



assumes responsibility for assisting the Iragi
Army to realize the goal of the TNMD. The
plan should address at a minimum lessons
learned, revised or modified objectives, the
way ahead, and how best to sustain the TNMD
once the Depot Integrator contract expires.

SIGIR also notes that MNSTC-I agreed with
an April 2009 SIGIR recommendation (SIGIR
09-014) that the Commanding General,
MNSTC-I, negotiate an agreement with the
Ministry of Defense for transitioning main-
tenance responsibilities to the Iraqi Army
to include identifying each party’s role and
responsibilities and a time line for achieving this
goal. SIGIR has not yet been apprised of specific
actions that have been taken.

Management Comments

and Audit Response

SIGIR received written comments from
MNSTC-I and GRD, which we considered in
writing this report. MNSTC-I partially con-
curred that action should be taken against

the Phase III contractors, stating that only

the contracting office can hold the contrac-

tors accountable. GRD stated that Gulf Region
Central Counsel is currently evaluating possible
legal alternatives. However, SIGIR continues to
believe that MNSTC-I, as the program manager
and funding agency, has the authority and the
responsibility to request that actions be taken to
address this contracting issue. MNSTC-I con-
curred that it should develop a plan for guiding
the activities of a follow-on organization.

Ongoing and Planned Audits

SIGIR primarily conducts performance audits
that assess the economy, efficiency, effectiveness,
and results of Iraq reconstruction programs,
often with a focus on the adequacy of internal
controls and the potential for fraud, waste, and
abuse. This includes a series of focused contract
audits of major Iraq reconstruction contracts,
which will allow SIGIR to respond to congressional
direction for a “forensic audit” of U.S. spending
associated with Iraq reconstruction.

Ongoing Audits

SIGIR is currently working on these audits:

o Project 9002: Audit of Iraq Security Forces
Fund Contracts with Environmental Chemi-
cal Corporation (ECC) for Iraq Reconstruc-
tion Projects

o Project 9007: Audit of the Cost, Outcome, and
Oversight of Contracts with Wamar Interna-
tional, Inc., for Program Activities in Iraq

o Project 9011: Audit of Transaction Data for the
Development Fund for Iraq

o Project 9018: Review of U.S. Government
Management of the Government of Iraq
Commander’s Emergency Response Program
(I-CERP)

o Project 9019: Audit of Efforts Under a Stanley
Baker Hill Contract To Address Deficiencies
in U.S.-funded Health Projects

o Project 9020: Audit of Department of Defense
Obligations Supporting U.S. Efforts in Iraq

o Project 9022: Audit of Costs for the Global
Maintenance and Supply Services Contract

« Project 9023: Audit of the Use of U.S. Iraq
Security Forces Fund (ISFF) To Train, Equip,
and Develop Iraqi Air Force, Navy, and Special
Operations Forces
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o Project 9024: Audit of DoS Management Prac-
tices Related to International Republican Insti-
tute and National Democratic Institute Grants
for Democracy Building Projects in Iraq

o Project 9025: Audit of the DynCorp Interna-
tional Task Orders for the Iraqi Police Training
Program

o Project 9026: Audit of the Commander’s
Emergency Response Program Projects within
the Baghdad International Airport Economic
Zone

o Project 9027: Audit of the U.S. Army Corps
of Engineers Gulf Region Division Plans for
Collection and Turnover of Government Fur-
nished Equipment

Ongoing Forensic Audits

o Project 9005: Examination of DoD Appro-
priation, Obligation, and Expenditure Data
Related to Iraq Relief and Reconstruction for
Fiscal Years 20032008

» Project 9012: Examination of DoS Appro-
priation, Obligation, and Expenditure Data
Related to Iraq Relief and Reconstruction

o Project 9013: Examination of USAID Appro-
priation, Obligation, and Expenditure Data
Related to Iraq Relief and Reconstruction

Planned Audits

SIGIR’s audit planning is aligned with three key

goals contained in its strategic audit plan:

« improving business practices and accountabil-
ity in managing contracts and grants associ-
ated with Iraq reconstruction

o assessing and strengthening the economy,
efficiency, and effectiveness of programs
and operations designed to facilitate Iraq
reconstruction
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« providing independent and objective lead-
ership, and recommendations or policies
designed to address deficiencies in reconstruc-
tion and stabilization efforts in Iraq

SIGIRs strategic plan recognizes two specific
legislative mandates affecting SIGIR audits.

The first is the mandate for SIGIR to complete a
forensic audit report on all amounts appropriated
or otherwise made available for Iraq reconstruc-
tion before SIGIR goes out of existence. As part
of that effort, SIGIR has completed 12 focused
contract audits dealing with outcome, cost, and
oversight associated with major reconstruc-

tion contracts in Iraq, as well as vulnerabilities
to fraud, waste, and abuse. Additional contract
audits are ongoing, as noted above, and others
are planned. These audits will increasingly focus
on contracts funded by the Iraq Security Forces
Fund and the Economic Support Fund.

SIGIR is also turning more of its resources
to its forensic auditing initiatives. Last quar-
ter, SIGIR broadened its forensic audit efforts
through a review of DoD’s automated data on
appropriations, obligations, and expenditures
for Iraq relief and reconstruction activities
for fiscal years 2003—-2008. That project is well
under way, and the results on identifying po-
tential criminal activities and other abuses are
promising. SIGIR has since included similar
reviews at DoS and USAID.

A forensic audit is a systematic evaluation
of the effectiveness of internal controls over a
program, process, and/or policies and proce-
dures. Each of the three projects seeks to identify
ineffective internal controls that leave the gov-
ernment vulnerable to fraud, waste, and abuse.
They combine data-mining and investigative



techniques to expose these weaknesses to high-
light the consequences of inadequate controls
and to develop the necessary evidentiary infor-
mation to make determinations regarding the
feasibility for civil or criminal prosecutions.

The combined scope of the three projects will
enable SIGIR to comprehensively examine total
U.S. government expenditures associated with

more than $52 billion appropriated for Iraq relief
and reconstruction. This body of work, along
with SIGIR’s other audit activities, will also en-
sure that SIGIR meets its congressional mandate
to “prepare a final forensic audit report on all
funds deemed to be amounts appropriated or
otherwise made available to the Iraq Relief and
Reconstruction Fund.”
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SIGIR INSPECTIONS

This quarter, SIGIR completed seven project

assessments, which were issued in six reports:

o Basrah Children’s Hospital

o Roll-On/Roll-Off Berth at the Port of
Umm Qasr

o 4th Brigade, 10th Infantry Division Iraqi
Army Headquarters Barracks

o Missan Surgical Hospital, Phase 1 and 2

 Mujarrah Canal Bridge

o Ammana Market Renovation

To date, SIGIR has completed 154 project
assessments covering 142 project sites. This
quarter, SIGIR teams assessed relief and recon-
struction projects funded by the Iraq Relief and
Reconstruction Fund (IRRF), the Economic
Support Fund (ESF), the Commander’s Emer-
gency Response Program (CERP), and the Child
Survivor and Health Programs Fund (CSF).

SIGIR's sustainment assessments focus on
whether the projects delivered to the Iraqis were
operating at the capacity planned in the original
contract or task order objective. To accomplish
this, SIGIR determined whether the projects were
at planned capacity when accepted by the U.S.
government, when transferred to Iraqi operators,
and during the assessment. In addition, SIGIR
determined whether sustainability was adequate-
ly planned for and whether it is likely to continue.

SIGIR’s in-progress construction assessments
addressed these general questions:

o Were the project components adequately
designed before construction or installation?

« Did the construction or rehabilitation meet the
standards of the design?
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o Were the contractor’s quality control and the
U.S. government’s quality assurance pro-
grams adequate?

o Were project sustainability and operational
effectiveness adequately addressed?

o Were the project results consistent with the
original objectives?

Since the Inspections program began four
years ago, SIGIR has also completed 96 limited
on-site inspections and 779 aerial assessments.

Although security has improved in Iraq, the
risk of violence continues to impede SIGIR’s
ability to conduct on-site assessments of recon-
struction projects. This quarter, SIGIR assess-
ment teams again had limited time on site to
conduct inspections.

This quarter, SIGIR conducted three sustain-
ment assessments and four in-progress construc-
tion assessments. The results were similar to
SIGIR’s findings in previous assessments:

« Long-term operations and maintenance prac-
tices were not always being accomplished.

« Routine maintenance was not always being
performed.

This quarter’s project assessment of the
Basrah Children’s Hospital (BCH) (PA-08-160)
documents the problems the Iragis face in plan-
ning and budgeting to take control of projects
turned over to them. The SIGIR assessment
revealed that the project’s design and, for the
most part, the construction were adequate.

The contractor’s quality control (QC) plan was
sufficiently detailed to guide the contractor’s
quality management program, the government
quality assurance (QA) program was effective



in monitoring the contractor’s QC program,

and sustainability was addressed in the contract

requirements. To date, the project results are par-

tially consistent with the project objective; how-

ever, the project results are not consistent with a

“state of the art” pediatric specialist hospital with

respect to medical equipment and its operation.
As of June 2009, the Government of Iraq

(GOI) has been unable to follow through on its

obligations to the BCH project. For example, the

GOI has not:

o provided qualified candidates for training
courses, such as radiation therapy

o funded an annual operating budget

» funded, advertised, or awarded contracts for
service, maintenance, a wastewater treatment
plant, medical fluid waste treatment, or high-
end medical equipment

o provided dedicated electrical power

As of May 2009, the U.S. government, Project
HOPE, and the Government of Spain have
contributed $156.9 million of the $165.7 million
total funding for the BCH project (approxi-
mately 95%). Even though the GOIs portion

is considerably smaller than the other BCH
partners, not carrying out its essential obliga-
tions will have a significant negative impact on
this project.

This quarter, SIGIR also inspected the
Roll-On/Roll-Off Berth at the Port of Umm
Qasr (PA-08-162). The project objective was to
increase the operational efficiency and capacity
of the Port of Umm Qasr. The project will result
in allowing additional vessels to dock at the Port
of Umm Qasr, thereby increasing the amount of
imports and exports flowing through the port
while also reducing the time for loading and
unloading freight. The project will also result in
an increase in local employment. SIGIR identi-
fied only minor damage and concluded that the
construction of the Roll-On/Roll-Oft Berth facil-
ity was adequate. Aside from the minor damage
noted, the project was operating at the capacity
provided for in the contract. This project is an
example of good design and quality construction
that was turned over to the Iraqis and has made a
positive impact and continues to do so.

For a list of the project assessments that SIGIR
completed this quarter, see Table 4.2. For a

TABLE 4.2

SEVEN PROJECTS ASSESSED THIS QUARTER
$ Thousands

ASSESSMENT BUDGETED EXECUTING FUNDING
PROJECT NAME TYPE PROVINCE CosTt AGENCY SOURCE CONTRACTOR  GRD ReGION
Basrah Children’s Hospital Construction Basrah $37,682 GRS IRRF, CERP, & Bechtel & .MID South

CSH Contracting

Roll-On/Roll-Off Berth at the Sustainment Basrah $2,735 GRS IRRF Local South
Port of Umm Qasr
4th Brigade, 10th Infantry . .
Division Iraqi Army HQ Barracks Sustainment Missan $1,253 GRS IRRF Local South
Missan Surgical Hospital, Phase 1 Construction Missan $5,900 GRS ESF Local South
Missan Surgical Hospital, Phase 2 Construction Missan $6,800 GRS ESF Local South
Muijarrah Canal Bridge Construction Anbar $1,262 GRC CERP Local Central
Ammana Market Renovation Sustainment Baghdad $596 GRC CERP Local Central

JULY 30, 2009 | REPORT TO CONGRESS | 165



complete list of project assessments from previ-
ous quarters, see Appendix G.

Figure 4.5 shows the approximate location of
each project assessed this quarter and in previ-
ous quarters.

SIGIR Project Assessments

This section provides summaries of SIGIR
project assessment reports completed this
quarter. For the full reports, see the SIGIR
website, www.sigir.mil.

Basrah Children’s Hospital, Basrah, Iraq
SIGIR PA-08-160

Background

In the 1970s, large oil reserves and abundant
natural and human resources enabled Iraq to
attain the status of a middle-income country
while enjoying perhaps the best health care
system in the Middle East. However, over the
past 35 years, Irag’s health care system deterio-
rated to that of a third-world developing country,
primarily because of a lack of investment in
health care for children and in modern train-
ing for health care providers. In addition, three
wars and international economic sanctions
have stifled economic growth and development,
which has debilitated basic infrastructure and
social services.

On June 27, 2006, the Louis Berger Group,
Inc., issued a report (the Berger Report) on the
Basrah Children’s Hospital, which provided
background information on the decline in health
care in Iraq. The Berger Report found that child
mortality rates and maternity mortality rates
have doubled, and adult mortality has grown
exponentially. In Iraq, childhood cancers are
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FIGURE 4.5
PROJECT ASSESSMENTS

. This Quarter
. Other Quarters

Approximate locations of projects assessed this quarter and location by province of previous
quarters’ assessments.

8-10 times more common than in the western
world: the incidence rate in Iraq is 8%, com-
pared to 0.5-1% in developed countries. The
most common childhood cancers are leukemia,
lymphomas, brain tumors, and other nervous
system tumors. Since 1993, the Iragi cancer
registry has reported an increase in the num-

ber and proportion of cases of leukemia in the
southern provinces. For example, in 1989, Basrah
reported 5.5% of Iraq’s leukemia cases. In 1993,
that number grew to 8.5%; in 1995, to 9.1%. In
1998, Basrah reported 9.2% of all of Iraq’s cases
of leukemia. Today, children under the age of five
account for approximately 56% of the registered
cancer cases.



Of the five common forms of cancer that
account for more than 50% of all cases, a large
proportion of cancers are preventable, and half
can be diagnosed early. If diagnosed in time,
four are curable by standard therapies. However,
because of the lack of adequate health care ser-
vices, most cancer cases are detected in advanced
stages; therefore, they are incurable even if the
best therapies are accessible.

The Berger Report noted that currently 8% of
Iraqi children with leukemia survive, compared
to 80% in the United States. Late diagnosis and
a lack of standard curative therapy are the main
causes of death. Without palliative care, most of
today’s cancer patients in Iraq die in pain and
suffering that can be avoided.

In 2003, the First Lady of The United States
became increasingly concerned about the
deteriorating Iraqi health care system, espe-

cially for the children suffering from cancer.
Project HOPE (Health Opportunities for People

Ongoing construction work at the Basrah Children’s Hospital.

Everywhere) was asked to make a fact-finding
mission to Iraq to identify the most appropriate
opportunity to fund a children’s hospital. Project
HOPE—an international non-profit health,
education, and humanitarian assistance organi-
zation—found “deplorable health care condi-
tions plaguing Iraqi society.” Specifically, Project
HOPE identified a very high child-mortality rate
in southern Irag, where 150 out of 1,000 children
were dying before reaching the age of five; most
died before their first birthday. In addition, can-
cer is almost five times higher in southern Iraq
than the national average.

The U.S. government has contracted to con-
struct many new primary health care centers and
rehabilitate existing Iraqi hospitals and clinics,
but this project was envisioned as a signature
project to meet the urgent medical needs of
the Iragis, specifically the needs of critically ill
children. The project eventually became known
as the Basrah Children’s Hospital (BCH), also
referred to as the Laura Bush Children’s Hospital.

Project Assessment Objective

The objective of this project assessment was

to provide real-time information on relief and

reconstruction projects to interested parties to

enable appropriate action, when warranted.

Specifically, SIGIR addressed these questions:

1. Were the project components adequately
designed prior to construction or
installation?

2. Did the construction or rehabilitation comply
with the standards of the design?

3. Were adequate quality management
programs being utilized?

4. Was sustainability addressed in the contract
or task order for the project?

5. Will the project results be consistent with
their original objectives?
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SIGIR conducted this limited scope assess-
ment in accordance with the Quality Standards
for Inspections issued by the Council of the
Inspectors General on Integrity and Efficiency.
The assessment team comprised two engineers/
inspectors and two auditors/inspectors.

Project Objective

To combat the alarming rate of child mortality
in southern Irag, the U.S. Agency for Interna-
tional Development (USAID) and Project HOPE
formed a public-private partnership to establish
a “state of the art” pediatric specialist hospital

in the southern city of Basrah, Iraq. Specifically,
USAID was responsible for the construction of
a two-story, 160,000 square foot, 94-bed acute
and referral care center; Project HOPE was
responsible for providing the medical equipment
and training Iraqi doctors and nurses. The focus
of the BCH would be pediatric oncology: early
projections called for annual pediatric admis-
sions of 360 cancer patients, 468 intensive care
patients, 354 neonatal intensive care patients,
and 2,230 acute care patients. In addition, this
hospital is intended to lead the southern prov-
inces in meeting the goal of the Ministry of
Health (MOH) to reduce child mortality by 50%
over the next five years. More than one million
children live in the region.

Actions Taken

On January 5, 2004, USAID awarded an indefi-
nite delivery/indefinite quantity, cost-plus-fixed-
fee contract to Bechtel National, Inc. (Bechtel)
for the “design, rehabilitation, reconstruction,
and construction of infrastructure projects in
support of U.S. assistance to Iraq in electric,
water and sanitation services, telecommunica-
tions, and selected public buildings.” Job Order
04-511 of the Bechtel contract required the
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Entry corridor in the main hospital building of the Basrah Children’s Hospital.

design and construction of a pediatric teaching
hospital in Basrah, focusing on acute care and
oncology services for children. The projected
start date was July 1, 2004; the completion date
was December 2005. By June 2006, the cost
had grown significantly and the schedule was
delayed repeatedly, primarily because of poor
subcontractor performance and limited over-
sight by the prime contractor. USAID issued a
stop-work notice to Bechtel on the project; on
June 27, 2006, the U.S. Embassy Iraq issued a
directive outlining the program transfer from
USAID to the U.S. Army Corps of Engineers
Gulf Region Division (GRD). In July 2006,
SIGIR completed its audit of the BCH, which
detailed these events. At the time of the transfer,
the project was approximately 30% complete.
Since then, the U.S. government and the United
Nations Development Program (UNDP) have
awarded 24 separate contracts to complete the
BCH facility and ancillary buildings. This project
was originally projected to be completed by



December 2005 for $50 million. The SIGIR audit
in July 2006 forecast that the project would cost
$165 million. At the time of the SIGIR site visit
in January 2009, construction of the facility was
still ongoing, and the total cost of the project had
reached $165.7 million (including construction,

medical equipment, training, and consumables).
This project has already entered its fifth year of
construction, and the date of full operation of the
facility is still unknown.

The BCH project cost more than $100 million
in U.S. funding alone. Including the main hospi-
tal building and associated supporting facilities,
BCH is one of the largest projects undertaken by
the U.S. government in Iraq. The U.S. govern-
ment and the GOI have identified it as a priority
project because it intends to reduce the child
mortality rate in Iraq (specifically in the south-
ern area). The BCH also will serve as an educa-
tional facility for improving and expanding the
training of health professionals throughout Iraq.

Issues Affecting Costs and Scheduling Delays
Several factors have contributed to the escala-
tion of the project’s costs and drastically slipping
schedule, including:

o unrealistic timeframes for designing and con-
structing a new hospital, including determin-
ing the scope/size of the facility, while inte-
grating more than 8,000 pieces of equipment,
furniture, and computers

« poor soil conditions at the project site

o drastically changing security situation in and
around the project site, including the murder
of 24 workers in the course of construction

« multiple BCH partners and funding sources

o the GOTs difficulty supporting the assigned
tasks of construction and operation of the
hospital

Because contracts funded by the UNDP and
GOI are outside SIGIRs jurisdiction, this assess-
ment is primarily focused on the MID Contract-
ing (MIDCON) contract for the main hospital
building. However, because the BCH will not be
fully operational until all construction and ser-
vices contracts are completely finished, medical
equipment is delivered and installed, and train-
ing is received, this assessment will also discuss
the status of the contracts funded by non-U.S.
government sources and their implications on
the opening and operation of the hospital.

Conclusions

The assessment determined that:

1. The contractor’s design was sufficient to
construct the two-story hospital facility and
site utilities, which will comprise the BCH
campus. The design submittals included
architectural, electrical, mechanical, and
plumbing drawings. With the exception of
the seismic design for mechanical hangers

JULY 30, 2009 ' REPORT TO CONGRESS 169



and block walls, the overall design draw-
ings and specifications appeared to be com-
plete and consistent with the requirements
of the contract.

The contractor’s seismic design for the
mechanical hangers and block walls did
not meet the International Building Code
(IBC) standards required by the contract.
Specifically, the contractor installed all
hanging equipment with vertical supports,
but no diagonal braces. During an earth-
quake, diagonal braces transfer the lateral
load into the slab above. The Basrah Area
Office (BAO) of Gulf Region South (GRS)
determined that the IBC standards required
diagonal bracings. In addition, BAO also
determined that the interior masonry block
walls cannot withstand the design earth-
quake force. Even though the block walls
are non-load bearing, the IBC required that
the walls must be able to maintain their
structural integrity during an earthquake.
BAO determined that under the design
earthquake lateral loading, the walls would
collapse. In February 2009, the contractor
submitted design drawings to rectify Bech-
tel’s previously deficient seismic design for
the mechanical hangers and interior block
walls, which BAO approved as sufficient to
satisfy the requirements of the IBC.

The contractor designed the sewer system
as a gravity conveyance system, with eight lift
stations discharging at a single point to the
municipal sewer system. The project incor-
porates 8 duplex lift stations using 16 electric
pumps into the collection system design.
According to BAO representatives, the water
table in the area is very high, which limited
the length of run of gravity flow pipe; conse-
quently, the sewer system had to be designed
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with a large number of lift stations. Although
not a design deficiency, SIGIR is concerned
about the significant amount of operation
and maintenance costs associated with the
operation of eight duplex lift stations. The
facilities engineer will be responsible for
maintaining the 16 pumps, which are spread
out over the 85,000 square-meter (m*) medical
campus. The failure of a single lift station will
shut down the entire sewer system until it is
repaired or replaced.

Overall, the contractor’s designs provided
enough information and detail to adequately
construct the BCH campus.

. At the time of the site visit, construction work

on the hospital facility was still ongoing. In
general, the construction appeared to meet
the standards of the Statement of Work.
SIGIR did not observe significant deficiencies
or any noticeable defects associated with the
quality of workmanship. At the time of the
site visit, no furniture or equipment had been
installed in the rooms; therefore, SIGIR could
not test the wiring, bed-heads, and medical
equipment. The observed construction work
associated with the BCH facility appeared to
meet the standards of the contract.

The project file documentation identified
one instance in which construction did not
meet the standard of the design, but it was
not visible to SIGIR during the site visit. In
southern Iraq, subterranean termite infesta-
tion is widely acknowledged to be chronic,
regardless of building type; termite damage
to concrete buildings has even been report-
ed. To combat the termite problem, Bechtel
planned to apply a termiticide, Chlorofet
48% TC, on all soils below the slabs, pile
caps, and footings.



Nevertheless, in September 2005, the
USAID instructed Bechtel to immedi-
ately stop using the termite treatment on
the hospital site. According to project file
documentation, USAID does not allow the
use of pesticides on any of its projects. By the
time USAID instructed Bechtel to stop using
the termite treatment, Bechtel had already
applied Chlorofet 48% TC to approximately
2,000m?” of the site (the area of the building
is approximately 15,000m?). Bechtel pro-
vided an extensive justification for the use of
termiticide; USAID eventually approved the
application of termiticide. However, by the
time USAID approved the application of ter-
miticide, the building slabs and foundations
had been poured. Bechtel concluded that
the BCH facility is not adequately protected
against termite infestation.

Because USAID directed Bechtel to stop
using the previously planned termite treat-
ment, SIGIR does not consider the fact that
the entire site was not treated as a deficiency
by Bechtel. Rather, SIGIR is documenting
this as an example of construction that did
not meet the standards of the design.

. The contractor’s quality control (QC) plan
was sufficiently detailed to effectively guide
the contractor’s quality management pro-
gram. The contractor submitted a QC plan,
which based on the SIGIR review, met the
standards addressed in Engineering Regula-
tion 1180-1-6 (Construction Quality Man-
agement). The QC representatives monitored
field activities and completed daily reports,
which were reviewed by the BAO project
engineer. The QC daily reports presented

a brief background on the work activities
performed and major equipment on site.

The QC representatives supplemented the
daily QC reports with detailed photographs
that reinforce the information provided in
the reports. In addition, the QC representa-
tives kept a comprehensive deficiency log of
identified deficiencies either by type (electri-
cal, mechanical, and civil) or by location
(zones 1-5).

The government quality assurance (QA)
program was effective in monitoring the
contractor’s QC program. BAO had dedi-
cated personnel on site. Local national QA
representatives monitored field activities and
completed daily QA reports, which the BAO
project engineer reviewed; the daily reports
documented the work performed for the day.
In addition, the QA representatives supple-
mented the daily QA reports with detailed
photographs that reinforced the information
provided in the reports. SIGIR reviewed the
daily QA reports and found that the QA rep-
resentatives did an effective job in identifying
and correcting construction deficiencies at
the project site. Further, the QA representa-
tives used a deficiency spreadsheet to docu-
ment each identified construction deficiency,
the date it was identified, the corrective
action taken, the date the corrective action
was taken, and the current status.

In addition, GRS assumed all jobsite activ-
ities for the UNDP contracts, which included
design review and construction monitoring.
Therefore, in addition to providing construc-
tion management, technical support, and QA
reporting for the four contracts funded by the
U.S. government (including the key contract
to complete the main hospital building), BAO
also provides QA reporting on all UNDP-
awarded contracts. BAO’s QA representatives
became responsible for overseeing multiple
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projects simultaneously throughout the en-
tire complex. In addition, BAO staff became
responsible for daily oversight of the activities
of approximately 1,000 contractor person-
nel on site. Currently, BAO employs seven
local national QA representatives working
full time on site. GRS personnel generally
visit the site weekly to determine contractor
progress and monitor construction quality.

However, due to a partnership agreement
between UNDP and DoS, GRS’s standard Su-
pervisory and Administration fees for project
management and QA responsibilities were
eliminated; consequently, from December
2007 to May 2009, UNDP did not reimburse
GRS for performing project management
and QA for its contracts. However, in May
2009, GRS terminated QA support for UNDP
projects. In order to allow for a smooth tran-
sition, GRS will continue to provide a project
manager position responsible for coordinat-
ing and reporting on the activities of Project
HOPE, UNDP, the Ministry of Health, and
U.S. government activities related to the BCH
until July 31, 2009.

BAO’s vigorous QA program is ensur-
ing the successful completion of the hospital
facility and ancillary buildings on the
BCH campus.

4. Sustainability was addressed in the con-
tract requirements. The Statement of Work
included sustainability elements to assist
the Ministry of Health (MOH), which is
ultimately responsible for operating the
BCH after turnover. The contract specifica-
tions require that the contractor provide a
12-month contractor-certified construction
warranty for all building equipment, con-
struction, and components. In addition, the
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Exterior stone cladding installation at the Basrah Children’s Hospital.

contractor must provide and certify warran-
ties in the name of the MOH. Further, the
contractor must provide all operation and
maintenance (O&M) manuals for all facility
equipment, and is responsible for testing/
commissioning all mechanical and elec-
trical systems. The contract also required
catalog cuts and a list of spare parts for the
facility, noting the required materials or
equipment, cost, and the years of mainte-
nance that are projected to be required. This
list includes all requirements for the years
of operation, ranging from the second year
to the fifth. Finally, a MIDCON electrical
engineer familiar with the installed electri-
cal and mechanical equipment and systems
will stay in Basrah for one year, beginning
June 27, 2009. The engineer will provide
full-time technical support to the BCH
engineering staff to ensure that the engi-
neering staff understands and can maintain
the equipment and electrical systems.




5. To date, the BCH project results are par-
tially consistent with the project objective to
establish a “state of the art” pediatric special-
ist hospital in the southern city of Basrah.
Specifically, the project results are consistent
with respect to the design and construction
of a pediatric specialist hospital. The newly
constructed hospital facility will provide
cancer-stricken children and their families
a safe and peaceful environment to undergo
advanced medical treatment.

However, the project results are not
consistent with a “state of the art” pediatric
specialist hospital with respect to medical
equipment and its operation. “State of the
art” refers to the latest and most sophisti-
cated or advanced stage of a technology.
When USAID and Project HOPE formed the
public-private partnership in 2004 to estab-
lish the new hospital center, Project HOPE
was responsible for providing $20 million
in specialty equipment, including 12 pieces
of high-end (“state of the art”) medical
equipment. With construction originally
scheduled for completion by December 2005,
Project HOPE planned to deliver and install
2005-model high-end medical equipment.
However, when construction is complete and
the equipment is installed, it will be years old.

In the January 2009 BCH Steering Group
Meeting, the BCH Hospital Director stated
that this hospital should no longer be consid-
ered or described as a state-of-the-art facility;
instead, he recommended that it be referred
to as a “modern” hospital. The Steering Group
unanimously agreed, and in February 2009,
representatives of the U.S. government, GOI,
UNDP, and Project HOPE signed a Memoran-
dum of Understanding that described the BCH
as a “modern pediatric hospital in Basrah.”

The GOI’s Challenges in Supporting

the BCH Project

Throughout the course of this project, the

U.S. government and Project HOPE have

continually provided the MOH with the status

of the project in terms of construction and

equipping/training. In addition, they outlined

the MOH’s responsibilities for the success of

this project:

o identifying and providing qualified candidates
for training

o allocating an annual operating budget

« initiating service contracts (housekeeping,
laundry, food service, cleaning)

« inijtiating maintenance contracts for high-end
medical equipment

o budgeting for consumables

o budgeting for site security

In May 2008, GRD advised the MOH in
writing that this project required additional
features to complete for which no U.S. gov-
ernment funding was available. As a result,
these additional construction and operations
requirements would fall to the MOH. Specifi-
cally, the MOH needed to provide the project
with a packaged wastewater treatment plant
(WWTP), medical fluid waste treatment (a bio-
waste water treatment plant), and dedicated
electrical power.

As of June 2009, the GOI has had difficulty
supporting the assigned tasks of construction
and operation of the hospital. For example, the
GOI has not:

« provided qualified candidates for critical train-
ing courses, such as radiation therapy

o allocated funding for an annual operating
budget

o allocated funding, advertised, or awarded
service contracts
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o allocated funding, advertised, or awarded
maintenance contracts for the high-end medi-
cal equipment

o advertised or awarded the WWTP contract

o developed, advertised, or awarded the medical
fluid waste treatment contract

o provided dedicated electrical power

Each of these GOI items is essential for the
completion of the project and successful opera-
tion of the facility.

Lessons Learned

This reconstruction project yields several key

lessons learned for other contingency recon-

struction operations that should be applied in the
decision-making process for future reconstruc-
tion projects:

o Prior to construction, the U.S. government
and contractors need to identify whether key
utilities, such as water and power, are avail-
able. The lack of essential utilities can nega-
tively affect both the ability of the contractor
to construct the project and the ability of the
ministry to properly operate the project after
construction is completed.

o Realistic expectations should be established for
the contractor in terms of costs and schedules.

o Effective program management and oversight
is needed to avoid significantly increased costs
and considerable schedule delays.

o Large reconstruction projects require detailed
cost analysis to determine a realistic cost
projection.

o Funding individual reconstruction projects
through multiple sources can lead to delays;
specifically, the inaction of one project partner
can directly affect the ability of the other part-
ners to complete their work.
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o The budget execution processes of other
countries may differ significantly from that of
the U.S. government. Other countries may not
have the funding in place to immediately open
and operate a project.

As aresult, the GOI faces many challenges
in opening and operating the Basrah Children’s
Hospital. These challenges directly affect the
work being completed by the U.S. government,
Project HOPE, and UNDP. For example, until
the MOH provides qualified candidates for
radiation therapy training, Project HOPE will
not allow the U.S. government’s contractor to
install six pieces of high-end medical equipment
because of the danger of operating such equip-
ment without proper training.

Recommendations

Contracts and grants funded by Project HOPE,
UNDBP, and the GOI are outside SIGIR’s jurisdic-
tion. This report does not contain any negative
findings or recommendations for corrective ac-
tion with respect to contracts funded by the U.S.
government; therefore, management comments
are not required.

Management Comments

SIGIR received comments on the draft of this
report from the Multi-National Corps-Iraq and
the Gulf Region Division of the U.S. Army Corps
of Engineers. Multi-National Corps-Iraq advised
that it had no issues with the report. Gulf Region
Division indicated that it generally agreed with
the facts presented in the report and provided
technical comments for clarification. SIGIR re-
viewed the comments provided by the U.S. Army
Corps of Engineers and revised the final report
to address them.



Roll-On/Roll-Off Berth at Umm Qasr.

Evaluation of Management Comments

SIGIR appreciates the concurrences by Multi-
National Corps-Iraq and the U.S. Army Corps of
Engineers. No additional comments are required.

Roll-On/Roll-Off Berth,
Port of Umm Qasr, Iraq
SIGIR PA-08-162

Project Assessment Objective

The objective of this project assessment was to
determine whether the project is operating at
the capacity stated in the original contract. To
accomplish the objective, SIGIR determined
whether the project was at full capability or
capacity when accepted by the U.S. govern-
ment, when transferred to Iragi operators, and
during the site inspection on January 6, 2009.
SIGIR conducted this limited scope assess-
ment in accordance with the Quality Standards
for Inspections issued by the Council of the

RORO Berth 22 sheared rubber fenders.

Inspectors General on Integrity and Efficiency.
The assessment team comprised one engineer/
inspector and two auditors/inspectors.

Project Objective

The overall objective of the project was to
construct a second Roll-On/Roll-Off Berth
(RORO), known as RORO Berth 22, at the
North Port of Umm Qasr, and to replace the
jetty fenders that enhance energy absorption
at Berth 5 of the South Port of Umm Qasr.
Once completed, the project was to increase
the operational efficiency and capacity of the
Port of Umm Qasr in Iraq. Valued at approxi-
mately $2.7 million, the project will result in
allowing additional vessels to dock at the Port
of Umm Qasr, which will facilitate an increase
in the amount of imports and exports flowing
through the port while also reducing the time
for loading and unloading freight. The project
will also increase local employment.
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RORO Berth 22 deck hinges.

Conclusions

On September 13, 2007, a representative from
the Gulf Region South (GRS) Basrah Resident
Office inspected the completed RORO Berth 22
project. The GRS representative did not write a
final inspection report or take any photographs
to document the condition of the project when
accepted from the contractor. According to proj-
ect file documentation, GRS closeout documen-
tation concluded:

All work required by this contract has been ac-
complished in a satisfactory manner and is accepted
without any noted deficiencies ...The Contrac-
tor...has completed all assigned work. All parties
acknowledge that the work performed under the
contractor meets the standards set forth in the con-
tract scope of work.

The GRS Basrah Resident Office represen-
tative signed the Memorandum for Closeout
document on September 26, 2007, certifying
that all work was completed and met the stan-
dards of the contract’s Statement of Work.

On September 10, 2007, prior to inspection
and certification of completion, the GRS Basrah
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Cushion rollers with steel spacer plates at RORO Berth.

Resident Office officially turned over the RORO
Berth to the Port General Manager. The con-
tractor, a representative from the GRS Basrah
Resident Office, and the Port General Manager
signed a Memorandum for Record stating:
...this document certifies that all work has been
inspected, and is accepted as being in accordance
with the contract requirements. Construction at this
facility is complete and no other work is to be per-
formed as part of this contract unless noted below.
On January 6, 2009, SIGIR conducted an
on-site assessment of the project. During the
site visit, RORO Berth 22 was not occupied, and
freight was not being loaded or unloaded.
Before the site visit, SIGIR reviewed the
design submittals for this project. The State-
ment of Work required the contractor to
provide submittals at the 60% and 90% design
levels, and then to provide the final as-built
design documents for RORO Berth 22 and
Berth 5. SIGIR requested these submittals.
GRS could not produce the 60% design



drawings, but produced the 90% and as-built
designs. SIGIR determined that the RORO
Berth 22 and the Berth 5 jetty fenders were
adequately designed.

Because of security concerns at the site, SIGIR
performed only an expedited 45-minute assess-
ment. SIGIR could not inspect the underwater
requirements for the RORO Berth 22 or the jetty
fenders at Berth 5; instead, SIGIR inspected these
areas of RORO Berth 22:

o adjacent parking and sidewalk area
steel deck structure and abutment

» pontoon and pontoon decking

guide rail/roller assemblies
» mooring and berthing dolphins
o steel walkway to dolphins

SIGIR’s review of the design documentation
provided by GRS determined that the initial con-
struction of RORO Berth 22 appeared adequate.
However, the inspection team identified dam-
age to the pontoon guide rail/roller assemblies,

Overhead view on approach to the 4th Brigade 10th Infantry Division site.

damage to the hinges that connect the steel
structure decking and the pontoon decking, and
two rubber fenders that need to be replaced on
the berthing dolphins. The specific cause of the
damage could not be determined; however, GRS
personnel stated that the damage was caused by
careless/rough operations by port personnel and
lack of maintenance by the Government of Iraq.

SIGIR concluded that the construction of the
RORO Berth facility was adequate; aside from
the minor damages noted, the project was oper-
ating at the capacity provided for in the contract.
At the time of the site visit, local port security
documentation showed that RORO Berth 22 had
been operational for approximately two years.
Therefore, the construction of RORO Berth 22
had increased the efficiency and capacity of the
Port of Umm Qasr.

Recommendations

To ensure the continued operation of Roll-On/

Roll-Off Berth 22, SIGIR recommends that the

U.S. Embassy Transportation Attaché communi-

cate to the Iraqi Ministry of Transportation the

need to repair or replace:

« the pontoon guide rail and roller assemblies

o the hinges that connect the steel structure
decking and the pontoon decking

« two rubber fenders on the berthing dolphins

Management Comments

The U.S. Embassy Transportation Attaché
verbally confirmed that the Iraqi Ministry of
Transportation and Port of Umm Qasr officials
had been informed of the needed repairs at Roll-
On/Roll-Oft Berth 22 and that his office would
continue its ongoing coordination actions with
the Iraqi Ministry of Transportation and Port
of Umm Quasr officials to locate funding for the
needed repairs.

JULY 30, 2009 | REPORTTO CONGRESS ' 177



In addition, SIGIR received comments on
the draft of this report from the Commanding
General, Gulf Region Division (GRD), stating
that “the report adequately addresses the Gulf
Region South district office’s performance on the
subject contract.”

Evaluation of Management Comments

SIGIR appreciates the prompt action taken by the
U.S. Embassy Transportation Attaché to resolve
the issues identified in this report, as well as the
clarifying information provided by GRD. As a
result, no additional comments are required.

4th Brigade, 10th Division Iraqi
Army Headquarters Barracks,
Missan Province, Iraq

SIGIR PA-08-164

Project Assessment Objective

The objective of this project assessment was to
determine whether the project is operating at
the capacity stated in the original contract. To
accomplish the objective, SIGIR determined
whether the project was at full capability or
capacity when accepted by the U.S. government,
when transferred to Iraqi operators, and when
SIGIR inspected the site on January 8, 2009.
SIGIR conducted this limited scope assessment
in accordance with the Quality Standards for In-
spections issued by the Council of the Inspectors
General on Integrity and Efficiency. The assess-
ment team comprised one engineer/inspector
and two auditors/inspectors.

Project Objective

The objective of the project was to construct new
buildings and renovate existing buildings for the
Iraqi 4th Brigade 10th Infantry Division. The
$1.2 million contract required the contractor to

178 SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

construct and renovate several buildings and
facilities—including an office building, toilets
and baths, and roadways—and to install a gen-
erator, fuel tanks, and other equipment.

Conclusions

The Statement of Work required the contrac-

tor to construct the new battalion headquarters
building and four new toilet/baths, using the
original plans and specifications provided by

the U.S. government. SIGIR reviewed available
government-furnished drawings and found that
although they were adequate to outline the scope
of the project for the contractor, they were not ad-
equately detailed to properly construct the facility.
SIGIR requested detailed construction drawings
or design calculations for the project, but neither
Gulf Region Division (GRD) nor Gulf Region
South (GRS) could produce the design drawings
or calculations. Without the design drawings and
calculations, SIGIR was unable to determine if
the project was adequately designed.

Equipment maintenance building at the 4th Brigade 10th Infantry Division facility.



SIGIR Inspectors at the 4th Brigade 10th Infantry Division site.

According to GRS documentation, GRS
Missan Resident Office personnel conducted a
final inspection on February 9, 2008; however,
no final inspection report was written, and no
photographs were taken to document the condi-
tion of the project. GRS closeout documentation
concluded the following:

All work required by this contract has been ac-
complished in a satisfactory manner and is accepted
without any noted deficiencies ...The Contrac-
tor...has completed all assigned work. All parties
acknowledge that the work performed under the
contractor meets the standards set forth in the con-
tract scope of work.

On March 2, 2008, the GRS Missan Resident
Office Engineer signed this document certifying
that all work was complete and that it met the
standards of the contract’s Statement of Work.

Project file documentation indicates that on
January 8, 2008, the GRS Missan Resident Office
officially turned the project over to the Ministry
of Defense. The contractor, GRS Missan Resident
Office, and Ministry of Defense signed a Memo-

randum for Record, which stated:

This document certifies that all work has been in-
spected, and is accepted as being in accordance with
the contract requirements. Construction at this facil-
ity is complete and no other work is to be performed
as part of this contract unless noted below.

The notes to the Memorandum for Record
stated that the contractor was required to com-
plete these items:

« connect cables with the existing grid

o repair ceramic tiles in the lavatories

o repair miscellaneous plumbing fixtures

« repaint steel doors

o repair electrical fixtures

« connect water pipes after connecting to grid

The Memorandum for Record stated that
all corrections would be completed in approxi-
mately 14 days.

On January 8, 2009, SIGIR conducted an
on-site assessment and found that the buildings
were occupied and the facilities were being used.
Because of security conditions, SIGIR performed

only an expedited 45-minute on-site assessment.

B - "o
Damaged kitchen wall and tiles in the 4th Brigade 10th Infantry
Division kitchen.
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SIGIR confirmed that the contractor had
corrected the outstanding deficiencies. SIGIR
did not observe any signs of structural failure
or distress; the floors appeared even and level,
with no apparent signs of settlement or displace-
ment. However, the flooring tile in the entrance
room of the battalion headquarters building had
significantly settled and showed signs of crack-
ing; this appeared to be the only major defect in
the building. Although the electrical system ap-
peared to be well-constructed, the fixtures were
of poor quality and unsafe connections had been
made to electrical wiring after installation. Also,
the ceramic tiles in the kitchen and lavatories
showed evidence of damage, and some of the
faucets were missing,

SIGIR found that personnel from the 4th
Brigade 10th Infantry Division were taking
initiative to maintain the facility by performing
routine maintenance and cleaning.

SIGIR concluded that, aside from minor con-
struction defects, safety concerns, and damage
from improper use, the construction was ad-
equate and was turned over to the Government
of Iraq in a sustainable condition. At the time of
the site visit, GRS documentation showed that
the project had been operational for approxi-
mately 18 months.

Recommendation

SIGIR recommends that GRD locate the detailed
construction drawings and design calculations
for the new battalion headquarters building and
four new toilets and baths and maintain them in
the project file records.

Management Comments

SIGIR received comments on the draft of this
report from the Gulf Region Division of the
U.S. Army Corps of Engineers concurring with
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the recommendation and explaining that GRS
had documentation confirming that as-built
drawings had been provided to the Govern-
ment of Iraq at turnover of the project on Janu-
ary 8, 2008. Subsequent discussions with GRD
disclosed that in September 2008, 227 boxes of
records from GRS were delivered to the Trans-
atlantic Program Center of the U.S. Army
Corps of Engineers in Winchester, Virginia.
The 227 boxes included 19 boxes of oversized
drawings. The Transatlantic Program Center is
checking those boxes for drawings.

Evaluation of Management Comments

SIGIR appreciates the concurrence by the

U.S. Army Corps of Engineers with the draft
report’s recommendations. Their comments
addressed the recommendations and provided
additional clarifying information for this final
report. As a result, no additional comments
are required.

Missan Surgical Hospital, Missan
Province, Iraq
SIGIR PA-08-165 and 08-167

Project Assessment Objective

The objective of this project assessment was

to provide real-time information on relief and

reconstruction projects to interested parties

to enable appropriate action, when warranted.

Specifically, SIGIR addressed these questions:

1. Were the project components adequately
designed prior to construction or installation?

2. Did the construction or rehabilitation comply
with the standards of the design?

3. Were adequate quality management pro-
grams being utilized?

4. Was sustainability addressed in the contract
or task order for the project?
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Ongoing construction at the Missan Surgical Hospital.

5. Will the project results be consistent with
their original objectives?

SIGIR conducted this limited scope assess-
ment in accordance with the Quality Standards
for Inspections issued by the Council of the
Inspectors General on Integrity and Efficiency.
The assessment team comprised two engineers/
inspectors and two auditors/inspectors.

Project Objective

The overall objective of the project was to provide
the residents of Al Amarah with the only state-of-
the-art surgical hospital in the Missan province,
as well as a medical training facility for medical

students from Missan University Medical College.

Specifically, the Missan Surgical Hospital (MSH)
will be the new health care campus constructed
in the town of Al Amarah to provide health care
services to the people of Missan province.
Costing $12.7 million, the Missan Surgical
Hospital is the largest health project funded by

the U.S. government for this province. The Iraqi
Minister of Health views it as the single most
important development in Missan province.

Request for Additional Information

In late 2008, the U.S. Ambassador became
increasingly frustrated and concerned about

the lack of progress with the construction of the
MSH. His concerns focused on the original need
for the project, the decision to locate the hospital
in a remote area with no road access, the con-
tractor’s commitment to complete the project in
a timely manner, and the ability of the Govern-
ment of Iraq (GOI) to properly equip, operate,
and maintain the facility after it was transferred
to its control. With these concerns in mind, the
U.S. Ambassador asked SIGIR to perform an
assessment of the MSH project.

Answers to the U.S. Ambassador’s Questions
Health facilities in Missan province do not
meet the needs of the population, and only
limited outreach services are available for rural
areas. The health care facilities in the prov-
ince are generally dilapidated and have a poor
standard of hygiene. In an attempt to improve
the quality of health care for the province, the
Missan Provincial Reconstruction Team (PRT)
discussed the idea of a 100-bed hospital with
the Missan Provincial Council and Ministry
of Health (MOH). The original justification for
this project stated that the MSH would directly
benefit more than 100,000 Iragi citizens. The
GOI decided to locate the hospital in the city of
Al Kahla because the city had no hospital and
only one clinic to serve its citizens. Without
this project, the “mortality rate in the Al Kahla
district will continue to rise and be a trouble
spot for the Government,” according to project
file documentation.
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Hospital.

After the U.S. government approved the
funding for the MSH in Al Kahla, the Governor
of Missan and the MOH changed the location
of the hospital, from Al Kahla to a remote area
in the capital city of Al Amarah. The project file
lacked a detailed explanation as to why the Mis-
san Governor changed the site location, espe-
cially considering that the district of Al Kahla
does not have a hospital, and Al Amarah has
two. Possibly as a compromise for moving the
hospital from Al Kahla to Al Amarah, the MOH
agreed to fund the construction of a hospital in
the Al Kahla district; however, the MOH gave no
time frame for the construction of this hospital.
Until the MOH funds and constructs a new
hospital, the citizens of Al Kahla will continue to
have no access to adequate medical treatment.

According to Gulf Region South (GRS) Adder
Area Office (AAO), Iraq Transition Assistance
Office (ITAO), and project file documentation,
there were two reasons why the GOI decided to
locate the hospital in a desolate area away from
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Example of concrete honeycombing in constructed columns
at the Missan Surgical Hospital.

the city instead of in Al Amarah, which is con-
gested with houses, apartment complexes, and
multiple-story buildings. First, constructing this
hospital complex in the city would require signifi-
cant demolition of homes, apartments, and com-
mercial buildings. This could potentially uproot
and relocate thousands of Missan residents and
present a monumental logistics challenge for the
contractor to bring all the construction materials
to the site (and through the heart of the city). Sec-
ond, the cost of the project would have increased
to include tearing down existing structures. In
addition, an Al Amarah city development plan
wanted the city to expand into this area to build a
new housing community around the hospital.
When the U.S. Ambassador visited the
project site in December 2008, he noticed
approximately 10 workers on site and questioned
the contractor’s commitment to completing
the facility in a timely manner. The contractor
agreed to provide additional workers and
resources to expedite completion. SIGIR’s site



visit, which occurred approximately one month
after the U.S. Ambassador’s visit, documented
roughly 25 workers on site. Even though the
number of workers on site had more than
doubled, the workforce was still not large enough
to construct the project in a timely manner.

At the time of SIGIR’s site visit, the project
was significantly behind schedule. According
to the contract, Phase I was to be complete
on March 24, 2009; Phase II, on September 7,
2009. According to the GRS documentation,
as of January 2009, Phases I and II of the proj-
ect were each listed as 26% complete. Based
on the site visit on January 8, 2009, SIGIR
concluded that neither phase of the project
was close to 26% complete. SIGIR estimated
that each phase of the project was approxi-
mately 10-15% complete.

The project, as agreed to by the Missan PRT
and MOH, required the U.S. government to
fund only the construction of the facility and
ancillary structures; the GOI was responsible for
providing all equipment (including furniture)
and operating the hospital after accepting the
project. The awarding of the project was “contin-
gent upon written approval of the Iraq Ministry
of Health indicating that they will equip, accept,
and operate the hospital upon completion.” On
August 21, 2007, the MOH provided a letter that
stated the following:

We would like to inform you and to confirm that our
health minister office is ready to provide this hospital
with professionally trained staft and all medicine,
medical equipment and furniture. Also, we are ready
to train service staff for maintenance, operation, and
the use of medical equipment as well as provide an
annual operating budget.

The recent fluctuation in oil prices has resulted
in budget uncertainty for the GOI, including the
funding of projects for the MOH. This project
will require a significant up-front financial invest-
ment to procure the extensive medical equipment

and furniture required to open the facility to the

public. It will also require a large annual invest-

ment to provide the necessary resources to oper-

ate and sustain the facility, such as:

o fuel to run the generators

o cleaning and maintenance staft

o trained doctors and nurses

« salaries for doctors, nurses, and guards

o the necessary pharmaceuticals for hospital
patients

In addition, the GOI will need to construct
paved roads to the hospital to allow for easier
access by the citizens of Al Amarah.

To determine the GOI’s ability to equip, oper-
ate, and maintain this facility after turnover,
SIGIR contacted the U.S. government agencies
that are directly involved with the construction
and turnover of the facility (GRS and ITAO) and
the U.S. government agencies that interface with
the GOI on health and governance issues (Health
Attaché and Missan PRT). The contractor’s
construction quality and the ability of the GOI
to equip, operate, and maintain this facility after
transfer are addressed throughout this report.

Conclusions

The assessment determined that:

1. The U.S. government provided the prelimi-
nary design (80% for Phase I and 15% for
Phase II) to the contractor. The contract’s
Statement of Work required the contractor
to develop the preliminary package into a
complete design package. Specifically, the
Statement of Work required the contractor to
review the preliminary designs and “correct
any conflict or deficiency, also provide any
missing or required details or drawings.”

SIGIR reviewed the contractor-gener-
ated drawings, which contained specific
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information on the site utilities, site drainage,
sewage collection system, and other project
features. SIGIR determined that with the
exception of two project features, there was
adequate information to complete the final
design and construct the facility. However,
SIGIR did identify several deficiencies, omis-
sions, and areas of concern in the contractor-
generated drawings. To deliver a fully func-
tioning and sustainable hospital, the design
deficiencies, omissions, and areas of concern
need to either be corrected or clarified.
Currently, this project lacks complete
design drawings that show how water will be
provided to the hospital and how wastewater
from the hospital will be disposed of. SIGIR
is concerned about the lack of planning as-
sociated with this project, especially for the
water supply. According to GRS, the cur-
rent plan is to place the river intake near the
intersection of the Tigris and Al Kahla Rivers
and then run the water lines to the hospital
site. However, this would require the contrac-
tor to excavate and lay two pipelines a total of
3.1 kilometers through a significant portion
of the city of Al Amarah. SIGIR believes
that excavating through the city will be very
intrusive to the city’s residents and will be
slow and dangerous work for the contractor.
In addition, the design plan sheet for the river
intake pump station lacked significant detail
to ensure proper construction of the facility.
Similar to the design for the water sup-
ply, the design for the wastewater system
lacked significant details, such as the align-
ment and outfall of the sewage leaving the
hospital site. The overall schematic drawing
of the wastewater treatment plant indi-
cates that the sewage leaving the hospital
will be deposited directly into the “main
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city network nearest manhole,” without

identifying:

o the exact location and distance to the
nearest manhole

o the size, elevation, and condition of the
main city network sewer pipe

o whether or not an analysis has been
performed to determine if the existing city
network system can accommodate the sig-
nificant additional flow from the hospital

To ensure that sewage does not back up
into the hospital, local homes, and streets of Al
Amarah, it is important that the network have
the capacity to handle the additional flow.

Currently, this project lacks complete
design drawings that show how water will be
provided to the hospital and how wastewater
from the hospital will be disposed of.

. During the site visit on January 8, 2009,

SIGIR observed ongoing construction



work, such as concrete formwork and
preparation for concrete placement.
Because of security concerns, the on-site
visit was only 60 minutes, and access to the
security wall was restricted because of
unexploded ordnance in the area. SIGIR
observed construction deficiencies, such as
a poorly constructed security wall, areas of
reinforcing steel with a coating of cement
residue, reinforcing configuration used in
the construction of the reinforced concrete
columns that varied from the configuration
specified in the design drawings, and
several examples of varying degrees of
concrete honeycombing—ranging from
slight to moderate to severe.

SIGIR discussed these deficiencies
identified with the GRS Adder Area
Office—specifically, the concrete honey-
combing and the contractor’s inadequate
attempts to correct it. The GRS AAO took
immediate action by making multiple visits
to the project site to determine the extent
and severity of the honeycombing. The
GRS AAO Resident Engineer concluded
that five columns and the wall required
demolition. However, the contractor hired
the University of Technology to investigate
the concrete issue. The University of
Technology’s report reccommended the
removal of defective concrete and replace-
ment with a suitable repair material
(“Portland cement mortars, proprietary
cementitious materials, or polymer-
grouts”). SIGIR reviewed the University of
Technology’s findings and recommenda-
tions and concluded that the recommended
strategy is typical for the repair of honey-
combed concrete and should be within the
capabilities of a competent contractor.

The contractor’s quality control (QC) plan
was sufficiently detailed to effectively guide
the contractor’s quality management pro-
gram. The contractor submitted a QC plan,
which GRS AAO accepted as meeting the
standards addressed in Engineering Regula-
tion 1180-1-6 (Construction Quality Man-
agement). The QC representatives monitored
field activities and completed daily QC
reports, which presented a brief background
on the number of workers on site, the work
activities performed, and major equipment
on site. However, the daily QC reports did
not have a section for construction deficien-
cies identified; consequently, the QC reports
failed to document the obvious concrete
honeycombing issues that SIGIR identified
during the site visit. In addition, the daily
QC reports did not mention safety issues at
the project site, such as protruding reinforce-
ment bars and nails from broken-down
formwork boards, which SIGIR observed in
numerous locations. Further, SIGIR noticed
that the project site was cluttered with build-
ing materials, which posed tripping hazards
to the contractor’s crew and visitors to the
site. The protruding reinforcement bars

and nails, combined with multiple tripping
hazards, increase the likelihood of injury or
death. Finally, the GRS AAO questioned the
accuracy of the daily QC reports. Specifically,
in a letter of concern to the contractor, GRS
AAQO stated the following:

In the visits to the project site by U.S. personnel we
have noted that the number of Contractor personnel
reported on both the Phase I and Phase I Quality
Control Report to be working at the site is higher
than the actual Contractor personnel observed at
the site.

Hampered by local security issues and
the project site’s remote location, the U.S.
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government quality assurance (QA) pro-
gram has not been effective in monitoring
the contractor’s QC program. GRS AAO
employed local Iraqi national QA representa-
tives to monitor field activities and complete
daily QA reports, which were reviewed by the
GRS AAO project engineer. The daily reports
documented the number of workers on site
and the daily work performed. However, the
daily reports did not document the obvi-
ous concrete honeycombing issues SIGIR
identified during the site visit. It appeared
that someone must have brought the concrete
honeycombing issue to the attention of the
contractor because the contractor attempted
to correct the issue at least once; however, the
daily QA reports are silent on this matter. In
addition, in some instances, the QA represen-
tatives did not enforce proper safety proce-
dures. SIGIR
observed numerous protruding reinforce-
ment bars and nails, which posed a sig-
nificant safety hazard to the contractor’s
workforce and visitors to the project site.
After SIGIR’s site visit, GRS AAO repre-
sentatives developed a new QA format and
emphasized the importance of documenting
construction deficiencies. GRS AAO pro-
vided a sample of QA reports written after
the site visit, which SIGIR found to be more
detailed, especially at identifying and docu-
menting construction deficiencies.

Sustainability was addressed in the con-

tract requirements. The Statement of Work
included sustainability elements to assist

the Iraqi ministry ultimately responsible for
operating this project after turnover. The
contract specifications require the contractor
to provide and certify warranties in the name
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Foundation at Missan Surgical Hospital showing multiple holes surroundi

of the appropriate ministry for all materials
and equipment. In addition, the contractor is
required to perform operations and main-
tenance training appropriate to the facilities
and equipment installed, constructed, or re-
habilitated in the scope of this project, along
with providing operations and maintenance
manuals. Further, the contract required the
contractor to provide individual price lists
of spare parts and consumable items consid-
ered to be essential during the first two years
of operation of the new equipment. Upon
completion of each facility, the contractor
must prepare and furnish as-built drawings,
which will be a record of the construction as
installed and completed.

Finally, although not required by the con-
tract, the U.S. government provided the GOI
with a comprehensive list of all equipment
(by department) necessary to fully furnish
and operate the hospital, including the
department name, room name, room number,

-
=

ng epoxy-anchored dowel.



room quantity, item quantity, description of
each item, manufacturer, and specific model.

. To date, the MSH project results are con-
sistent with the original project objectives
to construct a surgical hospital and associ-
ated ancillary facilities for the residents of
Al Amarah. However, the lack of detailed
design drawings for the water supply and
wastewater system threaten the ability of
the facility to receive water and dispose of
wastewater—essential components of an
operational surgical hospital.

The original project objective of the
U.S. government was only to provide the
citizens of Al Amarah with a surgical hospital
building and associated ancillary facilities; the
GOl is responsible for providing all the medi-
cal equipment, furniture, and personnel (doc-
tors and nurses) necessary to open, operate,
and maintain the project. As of May 2009, the
GOTI has not procured any equipment, and
it has not identified the specialized doctors
and nurses needed to staff the MSH. Further,
in August 2007, the GOI pledged that in ad-
dition to identifying a professionally trained
staff, it would “provide an annual operating
budget”; however, almost two years later, the
GOT has yet to allocate any funding for this
project. Specifically, the local Director Gen-
eral for Health’s 2009 budget is “thoroughly
committed,” with no funding for this project.
Any funding for this project would have to be
provided from the 2010 budget. The Director
General for Health requested that the U.S.
Embassy engage the MOH to increase its
focus on the need to better plan now to meet
its commitment to this project. Therefore,
until the GOI provides these valuable assets,
the hospital will serve no beneficial purpose:

it will not be open to treat the sick and injured
citizens of Al Amarah.

Finally, the contractor’s slow progress and
construction deficiencies further delay the
opening of this hospital.

Recommendations
SIGIR recommends that the Commanding

General, Gulf Region Division of the U.S. Army

Corps of Engineers, take these actions:

1.

Resolve the design deficiencies, omissions, and
areas of concern with the contractor to guar-
antee that the project is adequately designed.
Follow up with the contractor to ensure that
the complete design drawings include water
distribution lines from the river intake to

the hospital site and wastewater distribution
lines from the hospital site to the appropriate
sewer line connection.

Require the contractor to remove all defective
concrete and replace it with a suitable repair
material.

Require the local national on-site quality
assurance representatives to closely monitor
and ensure that the contractor removes and
replaces deficient concrete.

To protect the U.S. government’s investment

of approximately $12.7 million, SIGIR recom-

mends that ITAO continue its efforts to coordi-
nate with the Missan PRT, Health Attaché, and
GOI to ensure that the Missan Surgical Hospital
will be fully equipped, have trained staff avail-

able, and have sufficient funding to maintain the

operation of the facility after construction has

been completed.

Management Comments
SIGIR received comments on the draft of this
report from the Gulf Region Division of the U.S.
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Army Corps of Engineers and the Iraq Transi-
tion Assistance Office of the U.S. Embassy-Iraq,
concurring with the recommendations in the
report. The U.S. Army Corps of Engineers also
provided technical comments for clarification.
SIGIR reviewed the comments provided by the
U.S. Army Corps of Engineers and revised the
final report as appropriate.

Evaluation of Management Comments

SIGIR appreciates the concurrences by the U.S.
Army Corps of Engineers and U.S. Embassy-Iraq
with the draft report’s recommendations. Their
comments addressed the recommendations and
provided additional clarifying information for
this final report. As a result, no additional com-
ments are required.

Mujarrah Canal Bridge, Ramadi, Iraq
SIGIR PA-09-170

Project Assessment Objectives

SIGIR conducted this limited scope assessment

in accordance with the Quality Standards for In-

spections issued by the Council of the Inspectors

General on Integrity and Efficiency. The assess-

ment team comprised two engineers/inspectors

and two auditors/inspectors. Specifically, SIGIR
addressed these questions:

1. Were the project components adequately
designed prior to construction or
installation?

2. Did the construction or rehabilitation comply
with the standards of the design?

3. Were adequate quality management pro-
grams being utilized?

4. Was sustainability addressed in the contract
or task order for the project?

5. Are the project results consistent with origi-
nal objectives?

Inspectors at the Mujarrah Canal Bridge.
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Falsework for forming concrete deck overhang for the Mujarrah Bridge.
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Project Objective

The objective of the project was to design, con-
struct, and repair the Mujarrah Canal Bridge

to increase commercial traffic between Ramadi
and Falluja. The bridge had previously sustained
devastating damage caused by a vehicle-borne
improvised explosive device.

In December 2007, Gulf Region Central
(GRC) awarded a $1,261,000 contract to restore
the bridge to its original condition and be fully
functional when the project is completed. The
project is funded by the Commander’s Emer-
gency Response Program.

Conclusions

The assessment determined that:

1. The Statement of Work required incorporat-
ing the design requirements of the original

structures into the contractor’s repair design.

The contractor was required to coordinate
with the appropriate ministry to obtain the

original structure design documentation;

however, if the original data was not avail-
able, the contractor could use similar bridge
design data instead. The Statement of Work
also required the contractor to submit 50%
and 100% design packages to the GRC Fal-
luja Resident Office for review and approval.
SIGIR reviewed the contractor’s generated
design package, which contained specific
information about the damage to the existing
bridge, the temporary jacking and sup-

port of the existing structure, construction
of the post-tensioned concrete beams and
reinforced-concrete deck, and other project
features. After reviewing the entire design
package—including the drawings and tech-
nical specifications— and other applicable
codes and standards, SIGIR determined that
there was adequate information to complete
the final design and to repair and construct
the Mujarrah Canal Bridge.

During the site visit on March 6, 2009, SIGIR
observed that the contractor had completed a
significant portion of the bridge construction,
including reconstruction of the reinforced-
concrete bent cap, abutment repair, fabrica-
tion and placement of the post-tensioned
concrete girders, and construction of false
work for the reinforced-concrete bridge

deck. SIGIR noted areas of concern about the
placement of the reinforcing for the concrete
deck, such as areas of severe reinforcing steel
congestion near the ends of the girders. SIGIR
also identified the apparent vertical offsets
between the individual precast-concrete deck
pans. In several areas, the pans were offset
from each other and from the post-tensioned
concrete beams. SIGIR also determined that
some areas of the wearing surface of the exist-
ing bridge deck are poor, specifically noting
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holes that extended through the wearing
surface to the top of the concrete deck. The
Statement of Work required the contractor to
“install bituminous hot mix wearing course
on full width of the new span and existing
span as needed.” In SIGIR’s opinion, the
entire structure requires a bituminous overlay.
Also, SIGIR identified hairline cracking on
the girders. Because the site visit was limited
to only 60 minutes, SIGIR could not map the
cracking or determine whether the quantity
and depth of the cracks are indicators of
significant issues with the beams.

Aside from these construction issues,
SIGIR concluded that most of the construc-
tion work met the standards of the contrac-
tor’s designs.

The contractor’s quality control (QC)

plan was sufficiently detailed to effectively
guide the contractor’s quality management
program. The contractor submitted a QC
plan, which the GRC Falluja Resident Office
accepted as meeting the standards addressed
in Engineering Regulation 1180-1-6 (Con-
struction Quality Management). The QC
representatives monitored field activities and
completed daily QC reports, which presented
a brief background on the number of workers
on site and the work activities performed. In
addition, the QC representatives supplement-
ed the daily QC reports with photographs
reinforcing the information provided in the
daily reports. Although the project file con-
tained multiple test results—cube tests, steel
rebar tests, and so on—the QC reports did
not mention that any testing had been per-
formed. In addition, the daily QC reports did
not have a section for construction deficien-
cies identified; consequently, the QC reports
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Bent cap at Pier No. 1 of the Mujarrah Canal Bridge.

failed to document the construction deficien-
cies that SIGIR identified, such as missing
wire ties, hairline cracks on the girders, and
misaligned interior diaphragms.

The U.S. government quality assurance
(QA) program has not been completely ef-
fective in monitoring the contractor’s QC
program. The GRC Falluja Resident Office,
which is responsible for the construction of
the Mujarrah Canal Bridge project, employs
local national Iragi engineers to serve as QA
representatives to visit the project site daily
and write daily QA reports for the project
engineer’s review. The reports documented
the number of workers on site and the work
performed for the day. Also, the QA repre-
sentatives supplemented the daily QA reports
with detailed photographs that reinforced the
information provided in the reports. Like the
QC representatives, the QA representatives
did not document the construction deficien-
cies that SIGIR identified, such as missing



wire ties, hairline cracks on the girders, and
misaligned interior diaphragms.

4. Sustainability was addressed in the con-
tract requirements. The Statement of Work
included sustainability elements to assist the
Iraqi Ministry of Transportation in operating
this project after turnover, such as requiring
the contractor to:

o provide and certify warranties in the
name of the appropriate ministry for all
materials and equipment

o provide operations and maintenance
support for all facilities and equipment
installed, constructed, or rehabilitated in
the scope of the project

« on completion of each facility, prepare and
furnish as-built drawings, which will be a
record of the construction as installed and
completed

5. To date, the project results are consistent with
the original project objectives to design, con-
struct, and repair the Mujarrah Canal Bridge.
However, the project results are not consistent
with the contract requirement to complete
the project within 240 days of the notice to
proceed. The GRC issued the notice to proceed
on February 12, 2008, which required the con-
tractor to complete the project by October 9,
2008. During the site visit, representatives of
the GRC Falluja Resident Office estimated the
construction completion as March 2009; the
bridge opened on June 8, 2009.

Recommendations

SIGIR recommended that the Commanding
General of the Gulf Region Division of the U.S.
Army Corps of Engineers investigate the hair-
line cracks on the girders and determine if the

quantity and depth of the cracks are indicators of
significant issues with the beams and take neces-
sary corrective actions.

Management Comments
SIGIR received comments on the draft of this
report from the Commanding General, GRD,
concurring with the recommendation and
providing the results of an investigation by
the Falluja Resident Office team conducted
on site on May 20, 2009. Their investigation
revealed no structural cracking—only minor
surface shrinkage cracks and cracks caused by
form irregularities.

GRD did not concur with a second recom-
mendation in the draft report to investigate
the need to provide bituminous overlay over
the entire structure. GRD noted that in March
2008 the contractor conducted a contract-
required assessment of the need to resurface the
entire bridge. The contractor’s assessment did
not recommend resurfacing the entire bridge
surface, and the project manager agreed with the
contractor’s assessment.

GRD also provided additional information for
clarity and accuracy of the final report.

Evaluation of Management Comments

SIGIR appreciates the prompt action taken

by GRD to resolve Recommendation 1. Al-
though SIGIR continues to believe that the
entire structure requires a bituminous over-
lay, SIGIR’s review of the contractor-required
assessment made in March 2008 notes that
bituminous overlay of the entire structure was
not addressed. Because a fixed-price contract is
involved, it is not possible to require the contrac-
tor to provide bituminous overlay of the entire
structure at this point. As a result, SIGIR elimi-
nated the second recommendation.
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SIGIR also revised the draft report as appropri-
ate to include the additional clarifying informa-
tion provided by GRD.

Ammana Market Renovation, Majjasim, Iraq
SIGIR PA-09-171

Project Assessment Objective

The objective of this project assessment was to
determine whether the project is operating at
the capacity stated in the original contract. To
accomplish the objective, SIGIR determined
whether the project was at full capability or
capacity when accepted by the U.S. government,
when transferred to Iraqi operators, and during
the site inspection on May 31, 2009. SIGIR con-
ducted this limited scope assessment in accor-
dance with the Quality Standards for Inspections
issued by the Council of the Inspectors General
on Integrity and Efficiency. The assessment team
comprised two engineers/inspectors and two
auditors/inspectors.

Slab along existing shops at the Ammana Market.
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Project Objective

The overall objective of this $0.6 million project
was to construct and renovate the Ammana
Market to allow for more efficient use of space and
time for people buying and selling goods, thereby
improving the local economy in Majjasim.

Conclusions

Before the site visit, SIGIR reviewed the project’s
Statement of Work (SOW) and the project’s
design documentation, which were provided by
Multi-National Corps-Iraq (MNC-I). Before start-
ing construction, the contractor was required to
provide shop drawings, a work breakdown struc-
ture or timeline, and samples of each material to
be used. MNC-I provided a detailed SOW for the
project, and the contractor provided the project
timeline with the contractor’s proposal, which
included a general site plan. However, MNC-I
advised SIGIR that its project file did not contain
the contractor’s shop drawings, design calcula-
tions, or material lists.

b |

Electrical wiring connecting to system.



Bollards and pedestrian gate.

After reviewing the available project file
documentation, SIGIR determined that adequate
information was provided in the specifications
for the contractor to complete the final design
and construct the Ammana Market.

According to the MNC-I project file docu-
mentation, the U.S. government accepted this
project from the contractor on December 1,
2008. The contractor’s performance evaluation
stated the following:

The [local contractor] completed the project satis-
factorily. They responded quickly to any guidance or
requests made by coalition forces.

On May 31, 2009, SIGIR conducted an on-site
assessment of the Ammana Market renova-
tion project, accompanied by the Civil Capacity
Cell Chief of Multi-National Division-Baghdad
and representatives of the embedded Provincial
Reconstruction Team and MNC-L

Because of security concerns, the total time
available on site was approximately 30 min-
utes. Consequently, SIGIR performed only an

Shopping at the Ammana Market.

expedited assessment of the areas available;

a complete review of all work completed was

not possible.

SIGIR identified several areas of concern
about the contractor’s performance, specifically
noting these construction deficiencies:

o The contractor did not install the required
brackets and four strands of barbed wire along
the top of the security wall.

o The contractor did not install the required four
strands of barbed wire on the pedestrian and
vehicle gates.

o Electrical wiring was strung along the roof
without conduit, and the electrical wiring ap-
peared to be connected to a poorly constructed
existing system.

 Construction of the internal electrical sys-
tem was poor and did not conform to any
known code.

o Steel awnings over individual shops appeared
to be of weak construction, which may prove
problematic under even a limited load.
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o There were no SOW-required backflow pre-
venters on the water supply to the restrooms.

In addition, at the time of SIGIR’s site visit,
the restrooms had no water service. The con-
tractor connected the restrooms to the existing
municipal water supply line, according to the
market manager. However, the contractor later
disconnected the municipal water supply line
to the restrooms. The market manager claimed
that the contractor was trying to extort money
from the shop owners to restore water service
to the restrooms. SIGIR performed the inspec-
tions that it could in the time available and
could not validate the assertion that the con-
tractor had disconnected the municipal water
supply line to the restrooms. The municipal
water line was underground, and SIGIR ob-
served no apparent disturbance of the ground
around the Ammana Market.

Despite the construction deficiencies noted
above, at the time of the site visit, the market
was open for business; merchants were sell-
ing goods to the local populace. A section of
the interior stalls was enclosed to form a game
room in which young local residents could play
while their parents shopped. According to the
market manager, aside from the water issue,
the local merchants are generally pleased with
the work performed by the contractor.

Recommendations
SIGIR recommends that the Multi-National
Corps-Iraq coordinate with the Multi-National
Division-Baghdad to take these actions:
1. Require the contractor to complete all items
specified in the SOW, specifically:
a. Install the required brackets and four
strands of barbed wire along the top of the
security wall.
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Modified interior stalls made into a game room for the local children.

b. Install the required four strands of barbed
wire on the pedestrian and vehicle gates.

c. Enclose the electrical wiring along the
roof in conduit.

d. Correct the internal electrical system to
comply with the United States National
Electric Safety Code, International Elec-
tric Code, or British Standard (BS 7671).

e. Ensure that the steel awnings over indi-
vidual shops are able to withstand wind,
rain, and weather loads typical of the
Baghdad area.

f. Install the SOW-required backflow
preventers on the water supply to the
restrooms.

2. Determine why there was no water service
to the restrooms. If the contractor discon-
nected the municipal water supply line to
the restrooms, require that the contrac-
tor reconnect it. If the contractor did not
disconnect the municipal water supply
line to the restrooms, alert the appropriate
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representatives of the Government of Iraq of
this health issue and the need to restore the
water supply to the restrooms.

Management Comments

SIGIR received comments on the draft of this
report from MNC-I concurring with recommen-
dations l.a., 1.b,, 1., and 2. MNC-I non-con-
curred with recommendations 1.c., 1.d., and l.e.,
stating that the contract’s statement of work did
not require the recommended actions. MNC-I
also noted that it found statements on pages 6
and 14 of the draft report to be contradictory.

Evaluation of Management Comments

SIGIR appreciates the concurrence by MNC-I
with recommendations 1.a., 1.b., and 1.f. The
Electrical and Structural Building Standards
and Codes section of the contract on page 13
specifies the standards and codes to be used and
requires the contractor to take the actions speci-
fied in recommendations l.c., 1.d., and Le. In
view of the electrocution injuries and deaths in
U.S.-constructed facilities in Iraqg, SIGIR believes
that compliance with electrical code require-
ments is particularly important. SIGIR requests
that MNC-I review page 13 of the contract and
restate its position with respect to recommenda-
tions l.c,, 1.d,,and l.e.

SIGIR revised information on pages 6 and 14
of the report to clarify that although contract
specifications did not provide details or require-
ments for the roof, SIGIR believes that adequate
information was provided in the specifications
for the contractor to complete the final design
and construct the Ammana Market because
page 13 of the contract specified the standards
and codes to be used, including the Uniform
Facilities Code.

Aerial Project Survey Program

The SIGIR Satellite Imagery Group, based in
Arlington, Virginia, performs aerial assess-
ments of U.S.-funded reconstruction project sites
throughout Iraqg. The SIGIR satellite imagery
analyst provides current imagery, imagery-based
intelligence, and map products to the SIGIR
directorates—Inspections, Audits, and Investiga-
tions. This program has enabled SIGIR to pro-
vide current information on remote site locations
and to track construction progress at project sites
throughout Iraq.
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This quarter, SIGIR conducted imagery analy-
sis of 48 images and created 33 imagery products,
using satellite imagery and limited contract
information. The imagery provides visual assess-
ment of progress at reconstruction site locations
throughout Iraq. This quarter, the SIGIR imagery
analyst assessed and reviewed projects funded
by IRREF, ISFF, CERP, and the Bureau of Inter-
national Narcotics and Law Enforcement Affairs
(INL). For an overview of the imagery products
produced this quarter, see Table 4.3.

Imagery support products—including site
overviews, project site break-outs, and site
assessments—are used to prepare for inspection
site visits and to identify possible problems. This
quarter, 33 imagery products were produced to
assist inspectors with their project assessments
of the 6 sites assessed this quarter and to provide
analyses of potential future sites, as well as assist-
ing the Audit directorate on a future audit report.

In partnership with the National Geospatial-
Intelligence Agency and the National Ground
Intelligence Center, SIGIR imagery analysis has
resulted in 779 cumulative satellite imagery as-
sessments and products. For an overview of the
approximate locations of these assessments, see
Figure 4.6.
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TABLE 4.3

IMAGERY ASSESSED SUPPORTING
PROJECT ASSESSMENTS

PROJECT TYPE

NUMBER OF
PRODUCTS

Chamchamal Correctional Facility

4

Al Kasik Location Command

Rabeaa Point of Entry Screening Facility

Hamman Al Alil Division Training Center

4
2
2

ADDITIONAL PRODUCTS

Hai Al Mustafa PHC

Al Hadi PHC

Al Atheem PHC

Mosul Dam and Lake—Drought

Al Mansooriya PHC

Al Faw, Iraq

NN W W w o

GRN Mosul Area Office

Al Nahrawan PHC
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Aerial imagery of the Rabeaa Point of Entry (PA-09-173) to be assessed in a future project assessment, taken on June 12, 2008.
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Aerial imagery of the Basrah Children’s Hospital (PA-08-160), taken on October 27, 2008. Imagery of the Mujarrah Canal Bridge (PA-09-170), taken on July 4, 2008.
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WorldView 2008 ©

Imagery of the Mujarrah Canal Bridge (PA-09-170), taken on July 4, 2008.
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Aerial imagery of the Roll-On/Roll-Off Berth in Umm Qasr (PA 08-162), taken on November 19, 2008.
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SIGIR INVESTIGATIONS

SIGIR Investigations continues to actively pursue
allegations of fraud, waste, and abuse in Iraq, with
86 open investigations. SIGIR has 7 investiga-
tive personnel assigned to Baghdad; 13 at SIGIR
headquarters in Arlington, Virginia; and 14 in of-
fices in Pennsylvania, Maryland, North Carolina,
Florida, Texas, Ohio, Michigan, and a new office
in California. To date, the work of SIGIR investi-
gators has resulted in 23 arrests, 29 indictments,
21 convictions, and more than $35 million in
fines, forfeitures, recoveries, and restitution.

This quarter, SIGIR continued to conduct a
number of significant criminal investigations
related to Iraq reconstruction and to work closely
with prosecutors, U.S. partner investigative
agencies, and Coalition partner investigators. As
aresult of SIGIR investigations, 5 defendants are
awaiting trial, and an additional 10 defendants
are awaiting sentencing in a number of cases. For
a comprehensive list of convictions compiled by
the Department of Justice, see Table 4.4 at the
end of this section.

SIGIR notes these investigative activities
this quarter:

o A civilian contractor, U.S. Army major, and
the major’s wife were indicted in the Cocker-
ham bribery case.

o A Department of Defense civilian employee
pled guilty to tax charges stemming from his
activities as a contracting officer in Kuwait.

 An employee of a defense contractor in Balad,

Iraq, was sentenced for bulk cash smuggling.

» An Army lieutenant colonel was sentenced
for participating in a wire fraud scheme in
Hilla, Iraq, in the continuing developments of
the Bloom-Stein conspiracy to steal Coalition
Provisional Authority (CPA) funds. Also, a
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superseding indictment brought new charges
against the husband of the lieutenant colonel.

o An American pled guilty in $8.5 million fraud
involving a British contractor.

o SIGIR announced an audit to follow up on
the investigative recovery of more than
$13 million from the Development Fund
for Iraq.

o A defense contractor pled guilty to wire fraud
in connection with the procurement of bullet-
proof vests for the Iraqi Security Forces.

o Under the Uniform Code of Military Justice
(UCMYJ), a Marine master sergeant waived an
Article 32 Hearing and will face a court mar-
tial in August 2009 for alleged bribery.

New Indictments in the
Cockerham Bribery Case

On May 6, 2009, a 23-count indictment was
unsealed, alleging that a civilian contractor paid
more than $2.8 million in bribes to a U.S. Army
major—who was working as a contracting of-
ficial at Camp Arifjan, Kuwait—and his wife.
The indictment also alleged that the three
individuals committed honest services fraud
and money-laundering offenses in connection
with the same conduct.

The civilian contractor was originally in-
dicted on November 20, 2007, and charged with
one count of bribery of a U.S. Army contracting
official at Camp Arifjan. On September 4, 2008,
a superseding indictment charged him with
one count of conspiracy to commit bribery,
two substantive bribery counts, and two honest
services counts of wire fraud.



The current indictment alleges that from
2004-2006, the contractor bribed two U.S.
Army majors who were serving as Army con-
tracting officials at Camp Arifjan. According to
the indictment, from January 2004 to November
2007, the contractor operated several compa-
nies that had contracts with the U.S. military in
Kuwait—including Freedom Consulting and
Catering Co. (FCC) and Total Government
Allegiance (TGA). As a result of the bribes, FCC
and TGA allegedly received approximately
$21 million in DoD contracts in Iraq and Kuwait.

According to the current indictment, the U.S.
Army major allegedly arranged for a blanket
purchase agreement (BPA) to be awarded to
FCC; thereafter, he arranged for calls under that
BPA. As aresult, DoD paid FCC approximately
$9.3 million. BPAs are contracts in which DoD
agrees to pay a contractor a specified price for
supplies and orders them on an as-needed basis.
An order under the contract is known as a “call.”
The major also allegedly arranged for DoD to
award a contract to FCC to construct a security
fence at Camp Arifjan, for which DoD paid FCC
approximately $750,000.

In exchange for these and other official
acts, the major and his wife are alleged to have
received more than $2.8 million in money
and other valuable items from the contrac-
tor. To receive the bribe payments, the major’s
wife, at the behest of her husband, arranged
for an entity named EGP Business Solutions
Inc. (EGP) to be incorporated, opened a bank
account in the name of EGP, and opened
bank accounts in her name in Dubai, United
Arab Emirates, and the Cayman Islands. The
three individuals also allegedly prepared and
executed purported consulting agreements to
create the appearance that the major’s wife had
legitimately earned consulting fees from the

contractor. The contractor then allegedly fun-
neled bribe payments into the bank accounts
controlled by the major’s wife.

The indictment also alleges that a second
contracting official, former U.S. Army Major
James Momon, arranged for calls to TGA under
the same BPA, as a result of which DoD paid the
contractor approximately $6.4 million. The con-
tractor allegedly paid Momon at least $200,000
in exchange for these and other official acts. On
August 13,2008, Momon pled guilty to receiv-
ing bribes from various contracting officers at
Camp Arifjan.

To date, this task force investigation has led
to 7 convictions, and 3 defendants are awaiting
trial. For a complete account of the Cockerham
case, see SIGIR’s July 30, 2007, Quarterly Report
and Semiannual Report to Congress and subse-
quent Reports.

This investigation is being conducted jointly
by SIGIR, the U.S. Army Criminal Investiga-
tion Command-Major Procurement Fraud Unit
(CID-MPFU), Defense Criminal Investigative
Service (DCIS), Internal Revenue Service (IRS),
Immigration and Customs Enforcement (ICE),
and Federal Bureau of Investigation (FBI).

Contracting Officer in
Kuwait Pleads Guilty

On June 25, 2009, Tijani Ahmed Saani, a former
civilian employee of the U.S. Department of De-
fense, pled guilty to filing false tax returns for tax
years 2003 through 2007. A former resident of
Kuwait City, Kuwait, Saani worked as a contract-
ing officer in Kuwait from 1994 until his arrest in
May 2008. According to the five-count indict-
ment, he worked on detail from 2002 to 2007

at Camp Arifjan, Kuwait. Saani pled guilty to
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the indictment, admitting that he filed false tax
returns for tax years 2003 through 2007.

He also admitted that during that time he
maintained overseas bank accounts in the
United States and Jersey Island in the Channel
Islands that he failed to properly report on his
income tax returns. The indictment, filed on
September 19, 2008, charged that the tax returns
that Saani filed were false because he:

o failed to disclose his interest in or authority
over multiple foreign bank accounts

o failed to report interest earned from those
bank accounts

o failed to report other additional income on his
tax returns for tax years 2003 through 2007

Saani faces up to three years in prison and
a fine of $100,000 for each of the five charged
counts to which he pled guilty. His sentencing is
scheduled for October 8, 2009.

This investigation is being conducted jointly
by SIGIR, CID-MPFU, DCIS, IRS, ICE, and FBL

Cockerham Relative
Charged with Conspiracy
To Obstruct Justice

On July 8, 2009, a criminal information was filed
charging a relative of Major John Cockerham
with one count of conspiracy to obstruct justice.
On or about December 20, 2006, criminal
investigators searched Cockerham’s house and
uncovered evidence that money paid as bribes to
John Cockerham was received by his wife (Me-
lissa Cockerham), his sister (Carolyn Blake),
and others, and was kept in safe deposit boxes in
Kuwait and elsewhere. This criminal informa-
tion alleges a number of illegal activities to sup-
port the conspiracy, including relaying messages,
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Saani deposited money in accounts in the Jersey Channel
Islands, which he failed to report on his income tax returns.

passing documents, and delivering $3 million

in cash from safe deposit boxes in Kuwait to
Cockerham. On or about November 17, 2007, the
defendant made false statements and representa-
tions to investigators when questioned.

Next quarter, SIGIR will continue to follow
developments in the Cockerham case. For a
complete account of the Cockerham case, see
SIGIR’s July 2007, Quarterly and Semiannual
Report to the Congress.

Defense Contractor Employee
at Balad, Iraq, Is Sentenced for
Bulk Cash Smuggling

On July 17, 2009, David Ricardo Ramirez,

a DoD contract employee, was sentenced in

U.S. District Court, San Antonio, Texas, to

50 months in prison, followed by 3 years of
supervised release. The sentencing was based on
Ramirez’s guilty plea on October 9, 2008, to cash
smuggling and structuring charges. As a result



Motorcycle and car seized from David Ramirez.

of the plea, in addition to the sentence, Ramirez
agreed to forfeit a $95,000 condominium, a
$25,000 lot, a 2007 Ducati motorcycle valued

at $33,000, and a 1989 Lamborghini valued at
$80,000. The total amount of cash involved was
more than $155,000.

The funds in question were sent from Balad
to Texas, where they were deposited into his
account between January and October 2007.
Ramirez worked for a DoD contractor at Balad
Air Base, Iraq, between November 2006 to
November 2007, where he helped plan construc-
tion of base facilities.

This case was investigated by SIGIR,
CID-MPFU, U.S. Air Force Office of Special
Investigations, ICE, and FBL

Two Developments in the
Bloom-Stein Conspiracy

SIGIR continued to support the prosecutive
developments in the Bloom-Stein Conspiracy to
commit contract fraud in Iraq under the CPA.
This case has resulted in the conviction of seven
defendants, and five have been sentenced to
terms ranging from one to nine years. Court-
ordered fines and restitution have amounted to
more than $4 million. This quarter, a conspirator
was sentenced to 30 months in prison, and the
last defendant in the Bloom-Stein conspiracy, an
accountant, was charged in a superseding indict-
ment with 4 counts of money laundering.

Deborah Harrison Sentenced

to 30 Months in Prison

On June 4, 2009, Deborah Harrison, a former
lieutenant colonel in the U.S. Army Reserves,
was sentenced to 30 months in prison for her
participation in a scheme to defraud the U.S.
government, the Republic of Irag, and the CPA
South Central Region (CPA-SC) in Hilla, Iraq.
Harrison was also ordered to serve two years of
supervised release following her incarceration
and to pay $366,640 in restitution.

This sentencing is the result of Harrison’s
guilty plea to one count of honest services wire
fraud on July 28, 2008. At the plea hearing, Har-
rison admitted that in August 2004 she received a
Cadillac Escalade from Philip Bloom, a contrac-
tor at the CPA-SC. The Escalade was financed
through a series of wire transfer payments, which
form the basis of the wire fraud charge. Harrison
also admitted that she took more than $300,000
from the CPA-SC while deployed there and that
she used some of the stolen money to make im-
provements at her home. Harrison also admitted
that in July 2004 she helped to move unregistered
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firearms from a hotel in North Carolina to the
home of Robert Stein, a co-conspirator who
worked with Harrison at the CPA-SC.

Also related to this investigation, former U.S.
Army Col. Curtis Whiteford will be sentenced on
November 17, 2009, and Lt. Col. Michael Wheeler
will be sentenced on November 18, 2009, based on
their November 7, 2008, convictions.

The Last Defendant in Bloom-Stein
Conspiracy, an Accountant, Is Charged
On July 2, 2009, a federal grand jury returned a
superseding indictment in Trenton, New Jersey,
charging an accountant with four counts of
money laundering. The funds in question were
stolen from the CPA-SC Region; Hilla, Iraq;
from February 2003 until about July 2004. The
indictment also included a criminal forfeiture
count. Convictions on all four money-laundering
counts would result in:

o the forfeiture to the United States of all
property—real and personal—involved in each
of the money-laundering counts

o the forfeiture of a sum of money equal to the
total amount of money involved in each of the
four money-laundering counts

The trial is scheduled to begin on November 9,
2009, in Trenton, New Jersey.

This investigation is being conducted jointly
by SIGIR, IRS, and ICE.

For a complete account of this investigation,
see SIGIR’s January 2006 Semiannual and Quar-
terly Report to Congress and subsequent Reports.
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American Pleads Guilty to Failing
To Report an $8.5 Million Fraud
Involving British Contractor

On May 18, 2009, the president of a U.S. com-
pany in Sharon, Massachusetts, pled guilty

to a criminal information charging him with
misprision of a felony. This ongoing investiga-
tion involves an $8.5 million contract between a
British company and the CPA in Iraq on behalf
of the developing Iraqi civilian government.

The contract called for the production and
delivery of 53 armored and unarmored vehicles
to be built in Russia and delivered to Baghdad
for use by the Iraqi civilian police. The British
company was paid $8.5 million for the vehicles
via a letter of credit drawn on the Trade Bank of
Iraq, based on a bill of lading that indicated that
the U.S. company in Massachusetts had received
the vehicles and that the vehicles were in transit
to Iraq. At the direction of the contractor, money
from the Development Fund for Iraq (DFI) was
transferred by the redeeming bank to accounts in
the United Kingdom and Russia. The investiga-
tion revealed, however, that the bill of lading was
false: the vehicles were never delivered.

The president of the U.S. company admitted
in his plea agreement that he became aware that
the Russian shipping company was unwilling to
ship vehicles to Iraq and would not issue a bill
oflading. He then allowed the British contrac-
tor to create the false bill of lading indicating the
receipt and shipment of the vehicles on a bill of
lading form, which was issued by a nonexistent
company with a similar name to the defendant’s
company that used his company’s address.

The defendant did not receive any money
from the fraud. The international investiga-
tion into the activities of the British contractor



is continuing with the assistance of foreign law
enforcement authorities.

This investigation was initiated by SIGIR and
subsequently joined by DCIS.

Defense Contractor Sentenced
to Six Months for Wire Fraud

in the Procurement of Contract
for Bullet-proof Vests

Diana Demilta, a defense contractor, pled guilty
to wire fraud and has admitted to engaging in
other bribery-related conduct in connection
with contracts in Iraq, according to the plea
agreement filed in the U.S. District Court in the
District of Columbia on December 18, 2007, and
unsealed on May 27, 2009. Demilta, a U.S. citizen
and president of Global-Link Distribution
LLC—a defense contracting company operat-
ing in the International Zone—subverted the
competitive bidding process used by the Depart-
ment of Defense and the Multi-National Security
Transition Command-Iraq for a bullet-proof vest
contract for Iraqi Security Forces.

From about September 2004 to March 2005,
Demilta submitted multiple sham bids. She
admitted that she paid at least $60,000 to an
unnamed public official to induce that person to
influence the award of contracts and to induce
expedited payments for contracts awarded to
Demilta’s company. According to the court
documents, Demilta devised a scheme and
instructed a co-conspirator to submit sham bids
from dormant and/or related companies for the
bullet-proof vest contract. The sham bids were
submitted with intentionally increased prices
so that one company, a Kuwaiti general trading
firm, would win the contract at a lower price. The
owner of the Kuwaiti general trading firm then

authorized Demilta to negotiate and receive all
funds related to the contract.

On June 25, 2009, Demilta was sentenced to
6 months detention, 12 months home arrest,
and 24 months supervised probation. She was
also ordered to pay $70,000 in restitution and a
$25,000 fine.

This case is being investigated by SIGIR and
CID-MPFU.

U.S. Marine Corps Bribery
Scheme Moves Toward Trial

This quarter, a U.S. Marine master sergeant—
who had been charged on March 26, 2009,
under the Uniform Code of Military Justice
with four charges of bribery and graft for
wrongfully accepting money and gifts from
contractors in Iraq—waived his June 29, 2009,
UCM]J Article 32 Hearing and elected to go
straight to trial. The trial is anticipated to start
in August 2009.

This investigation is being conducted jointly
by NCIS, SIGIR, and DCIS.

For a complete account of this task force
investigation, see SIGIR’s April 2009 Quarterly
Report to Congress.

Audit Will Follow Up on
Investigative Recovery of More
Than $13 Million in DFI Funds

In March 2009, a joint SIGIR-DoD investigation
led to the return of more than $13 million in Iragi
funds to the Iraqi people. This money was part of
the DFI, which comprised Iraqi oil proceeds used
for development projects in 2003 and 2004. As a
result of this investigation, SIGIR has announced
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the Audit of Transaction Data for the Develop-
ment Fund for Iraq (Project No. 9011) in U.S.
government agency accounts. The overall objec-
tive of this audit is to determine if U.S. govern-
ment agencies properly accounted for the DFI
funds they received or held.

For a complete account of this investiga-
tion, see SIGIR’s April 2009 Quarterly Report
to the Congress.

This investigation is being conducted jointly
by SIGIR, CID-MPFU, and DCIS.

Audit-Investigation
Proactive Efforts

In December 2008, SIGIR announced a new
audit initiative to review DoD Appropria-

tion, Obligation, and Expenditure Transaction
Data Related to Iraq Relief and Reconstruction
(Project No. 9005). This special forensic project is
designed to review data related to the Iraq Relief
and Reconstruction Fund for FY 2003 through
FY 2008. In March 2009, SIGIR expanded that
initiative to include expenditures by DoS (Project
No. 9012) and USAID (Project No. 9013). The
objective of the project is to examine options

for combining automated transaction data

and forensic auditing techniques to review the
appropriateness of expenditures for Iraq relief
and reconstruction. The forensic audit project

is expected to lead to further SIGIR efforts,
including investigations when criminal activity
is indicated.

Working in concert with SIGIR’s Audit
directorate, SIGIR Investigations opened a
proactive investigation. SIGIR special agents and
auditors have coordinated this effort and are
working with various contract administration,
financial management, audit, and investigative
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components in DoD, DoS, USAID, the U.S.
Postal Service, the IRS, and other Department
of the Treasury components. To date, SIGIR has
identified 11 possible avenues of specific investi-
gative interest and inquiry.

This effort has successfully identified exam-
ples of questionable payments and other contrac-
tor anomalies that may indicate fraud. SIGIR
and the other cooperating investigative agencies
are currently reviewing preliminary results to
determine if full investigations are warranted in
specific instances.

Defense Finance and Accounting
Service—Rome, New York

This quarter, SIGIR continued to support the
ongoing invoice review project of the Defense Fi-
nance and Accounting Service (DFAS) in Rome,
New York. DCIS initiated this proactive project to
analyze several billion dollars in payments related
to U.S. Army purchases that have supported the
war effort in Iraq. To aid in the efficient process-
ing and retrieval of contingency vouchers, DFAS
deployed scanners to Iraq and Kuwait to scan
new vouchers into a DFAS database.

In addition to the daily scanning of new con-
tingency vouchers and supporting documents,
DFAS began to scan into the same database all
of the historical vouchers related to contingency
payments stored at DFAS-Rome.

The historical contingency documents
comprise about 800,000 vouchers, with a value
of approximately $13 billion to $14 billion. The
scanning of these documents was delayed; it is
expected to commence in summer 2009 and
continue until at least December 2010. SIGIR will
temporarily assign one Senior Criminal Investi-
gator to DFAS-Rome to coordinate the review of



the historical contingency documents in support

of ongoing investigations, as well as to develop
new criminal investigations.

DFAS has provided SIGIR and its partner
investigative agencies full access to its electronic
databases. Data-mining techniques are being
used to analyze the documents in the DFAS
database. The DFAS Rome Project is actively
providing support to ongoing investigations
and has forwarded several investigative leads to
SIGIR and its partner investigative agencies for
further action.

Suspension and Debarment

Since December 2005, SIGIR has worked closely
with the Department of Justice, CID-MPFU,
DCIS, and the Army Legal Services Agency’s
Procurement Fraud Branch (PFB) to sus-

pend and debar contractors and government

personnel for fraud or corruption within the
Army, including those involving Iraq recon-
struction or Army support contracts in Iraq
and Afghanistan. These cases arise as the result
of criminal indictments filed in federal district
courts and allegations of contractor irresponsi-
bility that require fact-based examination by the
Army’s Suspension and Debarment Official.
This quarter marks the first time that PFB has
specifically identified suspension and debarment
actions related to reconstruction and Army sup-
port contract fraud in Afghanistan and reported
them to the Special Inspector General for
Afghanistan Reconstruction (SIGAR). Cases
originating in Afghanistan were previously listed
with cases originating in Iraq, Kuwait, and other
locations in Southwest Asia. Beginning with
this Quarterly Report, those cases have been
removed from PFB’s submission to SIGIR and
may be found in the Quarterly Report produced
by SIGAR.
Since SIGIR’s April 2009 Quarterly Report,
the PFB has taken these actions:
o suspended two individuals based on allega-
tions of theft from DoD facilities in Iraq
« proposed six individuals and companies for
debarment based on allegations of bribery,
wire fraud, theft, and money laundering found
in materials provided to the Army by criminal
investigators and the Department of Justice
o debarred 15 companies and individuals for
terms ranging from 3 to 10 years based on
criminal convictions and fact-based inquiries
provided by PFB to the Army Suspension and
Debarment Official

To date, the Army has suspended 84
individuals and companies involved in sustain-
ment and reconstruction contracts supporting
the Army in Iraq and Kuwait. A total of
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77 individuals and companies have been
proposed for debarment, resulting in 57 final-
ized debarments, ranging in duration from 9
months to 10 years. PFB is aggressively pursu-
ing additional companies and individuals asso-
ciated with fraud related to Army contracts in
Iraq, Kuwait, and other locations in Southwest
Asia, with additional suspension and debar-
ment actions projected during 2009.
This quarter, these individuals and companies
were debarred:
o Lee Dynamics International, George H. Lee,
Justin W. Lee, and Oai Lee were debarred
for ten years each. The Army Suspension and
Debarment Official determined that they had
participated in a scheme to provide payments
to Army contracting personnel in exchange
for the award of multiple warehouse manage-
ment contracts supporting the Iragi police and
armed forces.
o Lieutenant Colonel Levonda J. Selph, USA
(Retired), a former contracting officer with
the Multi-National Security Transition
Command-Iraq, was debarred for nine years
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based on her acceptance of payments from
George H. Lee in exchange for the award of the
contracts.

Two companies affiliated with the Lees were
debarred: Lee Defense Services Corporation
for 10 years, and Starcon Ltd. LLC for 9 years.
In a separate case, Diaa Ahmen Abdul Latif
Salem and his companies—Jasmine Interna-
tional Trading Company and D & J Trading
Company—were debarred for 10 years. The
Army Suspension and Debarment Official
found that they participated in a scheme to
provide payments to Major John L. Cocker-
ham, Jr., USA, a former contracting officer at
Camp Arifjan, Kuwait, in exchange for the
award of calls placed against blanket purchase
agreements for bottled water and other items.
During this quarter the U.S. Air Force has
proposed two individuals and one company
for debarment.

For a list of convictions, see Table 4.4. For a list

of debarments, see Table 4.5. For a complete list of

suspensions and debarments, see Appendix H.



TABLE 4.4

CONVICTIONS (AS COMPILED BY THE DEPARTMENT OF JUSTICE)

DATE OF
NAME CHARGES CONVICTION  SENTENCE
Tijani Saani Filing false tax returns 6/25/2009 Pending
6 months in prison; 12-month house
Diane Demilta Wire fraud 5/27/2009 arrest; 2 years supervised release;
$20,000 fine; and $70,000 restitution
Elbert George Theft of government property; conspiracy 5/18/2009 Pending
Roy Greene Jr. Theft of government property; conspiracy 5/18/2009  Pending
Stephen Day Conspiracy to defraud the United States by misrepresentation 4/13/2009 Pending
:(e;;Alex Mazon, Contractor, Major fraud against the United States and wire fraud 3/24/2009 Pending
Carolyn Blake, Conspiracy and money laundering 3/19/2009  Pending
Sister of Maj. John Cockerham
Michael Carter, Project
Engineer, Force Protection Violating the Anti-Kickback Act 1/25/2009 Pending
Industries
Harith al-Jabawi, Contractor Conspiracy, bribery, and false statements 1/22/2009  Pending
Maj. Christopher Murray, . .
USA Contracting Officer Bribery and false statements 1/8/2009  Pending
Maj. Theresa Baker, . . .
USAR Contracting Officer Conspiracy and bribery 12/22/2008 Pending
Col. Curtis Whiteford,
USAR Senior Official, CPA-South  Conspiracy, bribery, and wire fraud 11/7/2008 Pending
Central Region
Lt. Col. Michael Wheeler, USAR  Conspiracy, bribery, wire fraud, interstate transportation of .
CPA Reconstruction Advisor stolen property, and bulk cash smuggling 117712008 Pending
David Ramirez, 50 months in prison; 3 years supervised
Contractor, Readiness Support Bulk currency smuggling and structuring transactions 10/9/2008 i prison, 3 ¥ p
release; $200 special assessment
Management, Inc.
Lee Dubois, Contractor,
Future Services General Trading  Theft of government property 10/7/2008 Pending
and Contracting Company
1 year probation; 180 days home
. . confinement; 104 hours community
Jacquelin Fankhouser Receipt of stolen property 8/28/2008 service; $10,000 fine; and $100 special
assessment
Robert Bennett Contractor, KBR  Violating the Anti-Kickback Act 8/28/2008  Pending
Maj. James Momon, Jr., . . .
USA Contracting Officer Conspiracy and bribery 8/13/2008  Pending
Lt. Col. Debra M. Harrison, Conspiracy, bribery, money laundering, wire fraud, interstate 30 months in brison: 2 vears supervised
USA Acting Comptroller for transportation of stolen property, smuggling cash, and 7/28/2008 i P : < years sup
. - release; and $366,640 restitution
CPA-South Central Region preparing false tax returns
Capt. Cedar Lanmon, USA Accepting illegal gratuities 7/23/2008 1yearin prison;
1 year supervised release
Maj. John Lee Cockerham, Jr., . . . .
USA Contracting Officer Bribery, conspiracy, and money laundering 6/24/2008  Pending
Melissa Cockerham, . . .
Wife of Maj. John Cockerham Conspiracy and money laundering 6/24/2008 Pending
Lt. Col. Levonda Selph, . . .
USAR Contracting Officer Conspiracy and bribery 6/10/2008  Pending
Raman International Corp. Conspiracy and bribery 6/3/2008  $500,000 fine and $327,192 restitution
Capt. Austin Key, . .
USA Contracting Officer Bribery 12/19/2007  Pending
. . 10 years in prison; 3 years supervised
Maj. John Rivard, . . . ] e T
USAR Contracting Officer Bribery, conspiracy, and money laundering 7/23/2007 relea§e, $5,000 fine; and $1 million
forfeiture order
Kevin Smoot, 14 months in prison;
Managing Director, Violating the Anti-Kickback Act and making false statements 7/20/2007 2 years supervised release; $6,000 fine;

Eagle Global Logistics, Inc.

and $17,964 restitution

Continued on the next page
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DATE OF

NAME CHARGES CONVICTION  SENTENCE
Anthony Martin, 1year and 1 day in prison;
Subcontractor Administrator, Violating the Anti-Kickback Act 7/13/2007 2 years supervised release; and
KBR $200,504 restitution
Jesse Lane, 30 months in prison and
USAR 223rd Finance Conspiracy and honest services wire fraud 6/5/2007 323228 pris
Detachment $323, restitution
Steven Merkes, DoD Civilian, N L. 12 months and 1 day in prison and
Operational Support Planner Accepting illegal gratuities 2/16/2007 $24,000 restitution
Chief Warrant Officer Peleti,
Jr., USA Army'’s Food Service . . 28 months in prison and $57,500 fine
Advisor for Kuwait, Iraq, and Bribery and smuggling cash 2/9/2007 and forfeiture
Afghanistan
Jennifer Anjakos, . T
USAR 223rd Finance Conspiracy to commit wire fraud 11/13/2006 3 yga$r1so%robat|on, $86,557 restitution;
Detachment an assessment
Sgt. Lomeli Chavez, . T
USAR 223rd Finance Conspiracy to commit wire fraud 11/13/2006 3 ydea$r1so%robatlon, $28,107 restitution;
Detachment an assessment
Sgt. Derryl Hollier, I
USAR 223rd Finance Conspiracy to commit wire fraud 11/13/2006 3 years pro_bat;);\‘,lgg3,657.47
Detachment restitution; an assessment
Sgt. Luis Lopez, . T
USAR 223rd Finance Conspiracy to commit wire fraud 11/13/2006 3 y§a3;r1so%robat|on, $66,865 restitution;
Detachment an assessment
Bonnie Murphy, . . 1 year supervised release and
Contracting Officer Accepting unlawful gratuities 11/7/2006 $1,500 fine
Samir Mahmo_ud, Employee of Making false statements 11/3/2006 1 day credit for time served;
U.S. construction firm and 2 years supervised release
Gheevarghese Pappen, i A . 2 years in prison; 1 year supervised
USACE Civilian Soliciting and accepting illegal gratuities 10/12/2006 release: and $28,900 restitution
Lt. Col. Bruce Hopfengardner, Conspiracy, conspiring to commit wire fraud and mone 21 months in prison; 3 years
USAR Special Advisor to CPA- Iauncﬁ)eriny' and Emug ling currenc Y 8/25/2006  supervised release; $200 fine; and
South Central Region 9 99'ing y $144,500 forfeiture
X . . . , - 3 years in prison; 2 years supervised
Faheem Mou_sa Salam, V|0Ia_t_|ng the Foreign Corrupt Practices Act’s Anti-Bribery 8/4/2006 release; 250 hours community service;
Interpreter, Titan Corp. Provisions X
and $100 special assessment
Mohammad Shabbir Khan, . . .
Director of Operations for o o 51 monthsin prison; 2 years supervised
- o Violating the Anti-Kickback Act 6/23/2006 release; $10,000 fine; $133,860
Kuwait and Irag, Tamimi Global itution: and $1.4
Co. Lid. restitution; an ,400 assessment
Philip Bloom, Owner: Global 46 months in prison; 2 years supervised
Business Group, GBG Holdings, Conspiracy, bribery, and money laundering 3/10/2006 ;egl%ase.;”:$3.6 m'l.hon. for_’feﬁ;;ﬁgoo
and GBG-Logistics Division -0 mifiion restitution; an
special assessment
Stephen Seamans 12 months and 1 day in prison;
Subpcontracts Man'a er. KBR Wire fraud, money laundering, and conspiracy 3/1/2006 3 years supervised release; $380,130 in
ger, restitution; $200 assessment
30 months in prison; 2 years
Christopher Cahill, Regional supervised release; $10,000 fine; and
Vice President, Middle East and Major fraud against the United States 2/16/2006 $100 assessment (a civil settlement
India, Eagle Global Logistics, Inc. with EGL arising from the same facts
resulted in a settlement of $4 million)
Robert Stein 9 years in prison; 3 years of supervised
g Felon in possession of a firearm, possession of machine guns, release; $3.6 million forfeiture;
CPA-South Central Comptroller brib launderi d : 2/2/2006 3 i itution: and $500
and Funding Officer ribery, money laundering, and conspiracy $ -5 million restitution; an $5
special assessment
Glenn Powell 15 months in prison; 3 years supervised
g Major fraud and violating the Anti-Kickback Act 8/1/2005 release; $90,973.99 restitution; and

Subcontracts Manager, KBR

$200 assessment
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TABLE 4.5
DEBARMENT LIST

NAME DEBARRED
Nazar Abd Alama 7/1/2009
San Juan Company 7/1/2009
Mississippi Company for the General Contract 7/1/2009
Debra M. Harrison, LTC, USAR 6/17/2009
Lee Dynamics International 6/17/2009
Lee Defense Services Corporation 6/17/2009
George H. Lee 6/17/2009
Justin W. Lee 6/17/2009
Oai Lee 6/17/2009
Mark J. Anthony 6/17/2009
Levonda J. Selph 6/17/2009
Starcon Ltd. LLC 6/17/2009
Cedar J. Lanmon, CPT, USA 6/3/2009
D+J Trading Company 5/14/2009
Mohammed Shabbir Kahn 10/10/2008
Kevin Andre Smoot 9/30/2008
Green Valley Company 95//1174/22000087
Triad United Technologies, L.L.C. 9/17/2008
Dewa Europe 9/17/2008
Dewa Trading Establishment 9/17/2008
Al Ghannom and Nair General Trading Company 9/17/2008
Dewa Projects (Private) Ltd. 9/17/2008
Future AIM United 9/17/2008
First AIM Trading and Contracting 9/17/2008
Vasantha Nair 9/17/2008
K. V. Gopal 9/17/2008
Falah Al-Ajmi 9/17/2008
Trans Orient General Trading 9/17/2008
Zenith Enterprises Ltd. 9/17/2008
Peleti “Pete” Peleti, CWO, USA 6/15/2008
Al Sawari General Trading and Contracting Company 3/13/2008
John Allen Rivard, MAJ, USAR 1/14/2008
Samir Mahmoud 11/29/2007
Robert Grove 10/30/2007
Steven Merkes 9/27/2007
Bruce D. Hopfengardner, LTC, USAR 9/20/2007
Robert J. Stein, Jr. 8/16/2007
Philip H. Bloom 8/8/2007
Global Business Group S.R.L. 8/8/2007
Stephen Lowell Seamans 7/27/2007
Gheevarghese Pappen 6/28/2007
Faheem Mousa Salam 6/28/2007
QAH Mechanical and Electrical Works 6/27/2007

Continued on next page

JULY 30, 2009  REPORTTO CONGRESS ' 211



NAME DEBARRED
Abdullah Hady Qussay 6/27/2007
Al Riyadh Laboratories and Electricity Co. 1/26/2007
Thomas Nelson Barnes 1/24/2007
Danube Engineering and General Contracting 12/28/2006
Alwan Faiq 12/28/2006
Christopher Joseph Cahill 11/9/2006
Ahmed Hassan Dayekh 09/26/2006
Diaa Ahmen Abdul Latif Salem 5/2;12//2200%%
Jasmine International Trading and Service Company 5/61;‘2//2200%%
Custer Battles 3/17/2006
Robert Wiesemann, CW2, USA 3/6/2006
Glenn Allen Powell 2/16/2006
Amro Al Khadra 1/12/2006
Dan Trading and Contracting 1/12/2006
Steven Ludwig 9/29/2005
DXB International 9/29/2005
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SIGIR HOTLINE

The SIGIR Hotline facilitates the report-

ing of fraud, waste, abuse, mismanagement,

and reprisal in all programs associated with
Iraq reconstruction efforts funded by the U.S.
taxpayer. Cases received by the SIGIR Hotline
that are not related to programs and operations
funded with amounts appropriated or otherwise
made available for the reconstruction of Iraq are
transferred to the appropriate entity. The SIGIR
Hotline receives walk-in, telephone, mail, fax,
and online contacts from Iraq, the United States,
and throughout the world.

Second Quarter Reporting

As of June 30, 2009, the SIGIR Hotline had initi-
ated 729 cases. Of these, 638 have been closed,
and 91 remain open. For a summary of these
cases, see Table 4.6.

New Cases

This quarter, the SIGIR Hotline received 13 new
complaints, bringing the cumulative total to 729
Hotline cases. The new complaints were classi-
fied in these categories:

« 4 involved miscellaneous issues.

« 3 involved personnel issues.

¢ 3 involved waste.

« 2 involved contract fraud.

« 1involved mismanagement.

TABLE 4.6
SUMMARY OF SIGIR HOTLINE CASES, AS OF 6/30/2009
OPEN CASES

Investigations 81
Audits 9
Inspections 1
Total Open 91
1t Qtr 2n Qtr
CLOSED CASES 2009 2009 Cumulative*
FOIA 0 0 4
OSC Review 0 0 2
Assists 0 0 46
Dismissed 3 1 126
Referred 10 8 289
Inspections 0 0 79
Investigations 1 3 79
Audit 4 0 13
Total Closed 18 12 638
Cumulative” Open & Closed 729

*Cumulative totals cover the period since the SIGIR Hotline began operations—from 3/24/2004

to 6/30/20009.

The SIGIR Hotline receives most reports of
perceived instances of fraud, waste, abuse, mis-
management, and reprisal through the website
and by electronic mail. SIGIR’s 13 new Hotline
complaints were received by these means:

o 7 by SIGIR website

o 3 by electronic mail

o 2 by telephone

« 1bywalk-in
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Closed Cases

During this quarter, SIGIR closed 12

Hotline cases:

« 8 were referred to other inspector general
agencies.

« 3 were closed by SIGIR Investigations.

o 1 was dismissed for lack of information.
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Referred Complaints

After a thorough review, SIGIR referred 8 com-
plaints to outside agencies for proper resolution:
« 3 were sent to the Multi-National Force-Iraq
Office of Inspector General.
o 2 were sent to the Special Inspector General for
Afghanistan Reconstruction.
o 1 was sent to the Joint Contracting Command-
Iraq/Afghanistan.
o 1 was sent to the Department of State Office of
Inspector General.
o 1 was sent to the U.S. Army Office of Inspector
General.



SIGIR WEBSITE

During this reporting period, the SIGIR website ~ FIGURE 4.7

(www.sigir.mil) recorded these activities: AVERAGE NUMBER OF VISITORS PER DAY

o This quarter, more than 87,000 users visited TO SIGIR WEBSITE, AS OF 6/30/2009

the SIGIR website—almost 1,000 users per day. 1,228
. . . 1,200 -

o This quarter, the Arabic language section of

the site received 1,228 visits. 10 987 955
o The most frequently downloaded documents o1

were SIGIR’s most recent Quarterly Reports. 800 - . - - -
For an overview of daily visits to the SIGIR web-
site, see Figure 4.7. 400 - - - - -

0
Q Q3 Q4 Q1 Q
2008 2009

Source: DoD, IMCEN, response to SIGIR data call, 7/13/2009.
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LEGISLATIVE UPDATE

On June 24, 2009, the President signed Public
Law 111-32, the Supplemental Appropriations
Act, 2009. This law included provisions related
to the Special Inspector General for Iraq Re-
construction (SIGIR) and to the reconstruction
of Traq.

Title XTI of the act provides for the transfer of
$7 million to SIGIR for reconstruction over-
sight, to be available until September 30, 2010.
These funds were requested by SIGIR so thatin a
transition between funding mechanisms—from
the former practice of funding SIGIR entirely
through supplemental appropriations, to the new
practice of funding SIGIR in the regular ap-
propriations cycle—SIGIR would have sufficient
funds if the regular appropriations act passed
late in FY 2009 or after the beginning of FY 2010.
The act also directs that SIGIR and certain other
inspectors general coordinate and integrate the
programming of funds made available in
FY 2009 for oversight of programs in Afghani-
stan, Pakistan, and Iraq.

In connection with allocation of funds
provided for “Operations and Maintenance,
Army,” under Title III of the act, the explanatory
statement of the conferees provides $453 million
for the Commander’s Emergency Response
Program for Iraq and Afghanistan for FY 2009.
The statement does not specify how much of
that money that U.S. forces may use with respect
to each country.

Section 306(a)(1) of the act rescinded $1 bil-
lion of funds appropriated for the Iraq Security
Forces Fund in the Supplemental Appropriations
Act, 2008, which otherwise would have been
unavailable for obligation after September 30,
2009. Section 306(a)(1) appropriated $1 billion
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for the same purpose, to remain available until
September 30, 2010.

Section 314 of the act provides that “none
of the funds appropriated or otherwise made
available by this or any other Act shall be
obligated or expended by the United States
Government ... to establish any military
installation or base for the permanent station-
ing of United States Armed Forces in Iraq” or
“[t]o exercise United States control over any oil
resource of Iraq.”

Section 316 of the act provides for reports by
the Secretary of Defense on, among other things,
the status of the drawdown of U.S. forces and
contractors from Irag, how the Government of
Iraq is assuming responsibility for “reconcilia-
tion initiatives,” the relation of the drawdown
of military forces to the withdrawal of combat
brigades, and the roles and responsibilities of
remaining contractors in Iraq.

In connection with allocations for Iraq un-
der the Economic Support Fund, the explana-
tory statement of the conferees on the act said
that they expected $439 million to be allocated
for Iraq—$50 million for the Community
Action Program, $118 million for democracy
and civil society programs (with a sub-al-
location of $7 million for the United States
Institute of Peace), $2 million for Iraq cultural
antiquities, $10 million for the Marla Ruzicka
Iraqi war victim’s fund, $15 million for the
Targeted Stability Program (see the discus-
sion of section 1106 below), and $5 million for
“widows assistance.” A total of $239 million
remained unallocated. The conferees stated
that they “are concerned about the treatment
of women in Iraq, and urge the Department of



State and USAID to continue efforts to encour-
age the incorporation of women in stabilizing
Iraq and creating its government institutions.
The conferees are also concerned about the
plight of women and religious minorities,
including Iraqi Christians, amongst displaced
and refugee populations and urges that pro-
grams of support for displaced and refugee
populations take into account the needs of
these minority groups.”

The explanatory statement of the conferees
on the act said that, in connection with alloca-
tions of the International Narcotics Control and
Law Enforcement fund, $20 million should be
allocated for Iraq.

Section 1106 of the act specifies that funds
available for civilian assistance to Iraq (under
Title XI of the act) (a) shall be made available in a
manner that to the maximum extent practicable
uses Iraqi entities; (b) shall be available accord-
ing to matching-fund guidelines issued by the
Department of State dated April 9, 2009; and also
(¢) that not less than $15 million shall be made
available from the Economic Support Fund for
“targeted development programs and activities”
under the direction of the United States Chief of
Mission in Iraq.

The act made $2 million available for Interna-
tional Military Education and Training Pro-
grams for Iraq.
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