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Co-Chairmen Thibault and Shays, Commissioners, thank you for inviting me to present SIGIR’s 
views on “Implementing Improvements to Defense Wartime Contracting.”   

I appreciate the important work the Commission is doing to remedy weaknesses in U.S. 
contracting for overseas contingency operations.  I am pleased that the Commission has 
recognized that the lessons from Iraq must be absorbed and applied, if that difficult 
reconstruction experience is to be put to instructive use.   

Your invitation to speak identified several specific areas of discussion you wished me to address, 
which I will take up in the order provided.   

I. Improving Wartime Contracting Practices 

You asked me to offer recommendations on how the United States could improve the Defense 
wartime contracting function.  

Through our audits, inspections, lessons learned reports, and testimonies, SIGIR has developed 
an extensive evidentiary database that demonstrably supports the case for the continuing and 
comprehensive reform of contracting practices in stabilization and reconstruction operations 
(SRO).  SIGIR has generated a number of recommendations addressing targeted contracting 
reform.  Some have been adopted, while others await action; but more action is needed. In an age 
when ever-tightening budgets collide with ever-expanding needs, achieving economy and 
efficiency in deploying assets to conflict zones is essential to protecting the taxpayers’ interests 
while achieving success in a stabilization operation.   

In July 2006, SIGIR produced a Lessons Learned report entitled “Lessons in Contracting and 
Procurement.”  This effort arose from our audits and inspections that found widespread 
weaknesses in Iraq contracting.  After an extended study of procurement practices from the pre-
war period through mid-2006, SIGIR convened a day-long forum during which a wide spectrum 
of experts reviewed the evidence and developed a series of recommendations, as follows:  
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 Include contracting and procurement personnel in all planning stages for post-conflict 
reconstruction operations. 

 Clearly define, properly allocate, and effectively communicate essential contracting and 
procurement roles and responsibilities to all participating agencies. 

 Avoid using sole-source and limited-competition contracting actions, except where 
unavoidable.  These exceptional contracting actions should be used as necessary, but the 
emphasis must always be on full transparency in contracting and procurement. 

 Establish a single set of simple contracting regulations and procedures that provide 
uniform direction to all contracting personnel in contingency environments. 

 Develop deployable contracting and procurement systems before mobilizing for post-
conflict efforts and test them to ensure that they can be effectively implemented in 
contingency situations. 

 Ensure sufficient data collection and integration before developing contract or task order 
requirements. 

 Designate a single unified contracting entity to coordinate all contracting activity in 
theater. 

In early February 2009, at the Commission’s first hearing, we released “Hard Lessons: The Iraq 
Reconstruction Experience,” which laid out an analytical history of the entire rebuilding program 
through 2008.  It included extensive additional reporting on contracting.   The recommendations 
enumerated in “Hard Lessons” and relevant to today’s hearing include the following:  

 The U.S. government must develop new wartime contracting rules that allow for greater 
flexibility. 

 The U.S. government must strengthen its capacity to manage the contractors that carry 
out reconstruction work in contingency relief and reconstruction operations. 

 Security is necessary for large-scale reconstruction to succeed. 

 Uninterrupted oversight is essential to ensuring taxpayer value in contingency operations. 

 An integrated management structure is necessary to ensure effective interagency 
reconstruction efforts.  

 Outsourcing management to contractors should be limited because it complicates lines of 
authority in contingency reconstruction operations. 

 
Last month, I testified before the House Oversight and Government Reform Committee’s Sub-
Committee on National Security, Homeland Defense and Foreign Operations regarding current 
contracting practices at the State Department. At that hearing, I proposed that the State 
Department identify to the Congress how it will manage the significant contracts and programs it 
will inherit from Defense this year during the 2011transition. Specifically, I suggested that State 
should certify to the Congress that it has the resources and personnel in place to manage the 
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activities governed by each program and contract.  This measure would promote two crucial 
goals essential to effective contract management: transparency and accountability.  Indeed, 
these goals are, in truth, the underlying principles that support the very purpose of implementing 
contracting regulations.  

In preparing for this hearing, SIGIR evaluated its audit and inspection work to look for additional 
steps the Commission might consider to improve contingency contracting.  In so doing, we 
identified four recurring needs which must be met as a prerequisite to improving SRO 
contracting: 

 The need to better understand, plan for, and adapt to the inevitable and  widely-varied 
security challenges that will arise when implementing reconstruction programs in fragile 
or failing states. 

 The need to develop an integrated management office that possesses clear authority over 
and responsibility for program and project planning, management, and accountability. 

 The need to better anticipate staffing needs, improve personnel quality, and promote 
longer assignments in-theater. 

 The need to work closely with host governments to secure their support for U.S. 
reconstruction programs and projects before they begin. 

Security 

The U.S. government failed to anticipate fully or plan effectively for working in the unstable 
security environment that existed when reconstruction began in Iraq in 2003.  Security threats 
severely restricted rebuilding efforts throughout the Iraq effort, causing construction costs to soar 
and progress to be painfully slow.  Since the inception of the rebuilding program, U.S. agencies 
have spent billions of dollars on security, diverting funds intended for relief and reconstruction 
purposes.  We found that security costs used up anywhere from 12 to 53 percent of total project 
dollars. 

Iraq’s poor security environment manifested itself in numerous destructive ways, including the 
sabotage of oil pipelines and the destruction of electrical transmission power lines.  This 
“infrastructure insecurity” frequently vexed U.S. efforts to invest in improving the capacities of 
Iraq’s oil and electricity industries.  We reported that the damage caused by this “infrastructure 
insecurity” required upwards of $560 million in reparatory expenditures.  Further, SIGIR found 
frequent instances in which the threat of violence prevented U.S. officials from performing 
quality-assurance functions (that is, visiting sites to ensure work was being done).  

It is not clear why the government chose to continue pursuing projects in 2005-2006 in the 
middle of an erupting civil war. A more prudent choice would have been to suspend large scale 
reconstruction operations (and their concomitant taxpayer costs) until stability was achieved.    

Organizational Structure and Processes 

Throughout the Iraq reconstruction program, poor interagency coordination and ad hoc 
organizational changes contributed to project delays, increased costs, and debilitating program 
constrictions.  State, Defense, and the U.S. Agency for International Development (USAID) used 
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their discrete management structures to govern their respective parts of Iraq rebuilding programs. 
These varied systems, however, were not well-tuned to contend with the myriad SRO challenges 
that unfolded nor were they well-integrated to execute a coherent reconstruction strategy.  These 
shortfalls were exacerbated by the ad hoc organizational nature of the reconstruction program’s 
management system.  Indeed, given its improvised nature and short personnel tours, the Iraq 
rebuilding enterprise might better be characterized as eight one-year programs rather than an 
eight-year reconstruction effort.  

In April 2006 SIGIR reported that, although the United States had spent more than $104.1 
million on programs to secure Iraqi oil and electrical infrastructure, the program was ineffective 
at improving security for several reasons. First, three organizations had overlapping 
responsibilities for program implementation, and none was clearly in charge.  Second, changes to 
the program’s structure during implementation resulted in altered priorities, prompting, in turn, 
chaotic project terminations.  Finally, contract management of this enormous investment was 
inconsistent, at best, causing poor outcomes.   

In a more recent but related problem, multiple U.S. agencies have been implementing programs 
in ministerial capacity development, economic expansion, and asset transfer, but have done so in 
a “stove-piped” fashion, with ineffective program synchronization  and weak inter-agency 
integration.  These findings, old and new, underscore a crucial point from Iraq: as long as the 
United States manages SROs in a dis-integrated fashion, programs will fail to meet goals, 
projects will languish, and waste will be significant. 

SIGIR directly addressed this “dis-integration” issue in its March 2007 Lessons Learned Report 
entitled “Lessons in Program and Project Management.”  The relevant recommendations from 
that report include:  

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

 
 The U.S. government should clarify the authorities of the multiple agencies involved in 

post-conflict operations to avoid ambiguity over who is in charge 
 

Personnel 

Personnel problems were among the first that SIGIR identified once it got on the ground in Iraq 
in early 2004.  Our second audit addressed the Coalition Provisional Authority’s personnel 
problems, finding that they did not have an accurate count of staff on hand, did not follow their 
own personnel regulations, and could neither accurately identify nor sufficiently meet the 
mission’s personnel needs.  

Our work and that of others have demonstrated that the U.S. government did not come prepared 
to manage the enormous reconstruction workload it undertook in Iraq in 2003. Specifically, it did 
not have the personnel in numbers or quality to carry out effective contract and program 
management.  For example, SIGIR’s review of a $1.8 billion USAID contract found that the 
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agency lacked sufficient staff to oversee construction progress, so they had to contract with the 
U.S. Army Corps of Engineers (USACE) to do the job.  But USACE itself was understaffed and 
could not conduct adequate inspections of contractor construction.  We found that both 
organizations were staffed at only about half of their required numbers.  This paucity in quality-
assurance staff contributed to the significant waste that occurred in Iraq. 

Host Government Buy-In 

SIGIR audits repeatedly revealed that insufficient Iraqi participation in project selection led to a 
poor asset transfer processes.  If a host nation participates and “buys in” to reconstruction 
projects from their inception, projects are more likely to be successfully transferred and 
maintained.  Conferring closely from the outset is a crucial sine qua non to program and project 
success. 

Our work demonstrates that, from the start of the rebuilding program, U.S. agencies too often 
made decisions regarding programs and projects without adequately ascertaining Iraqi needs or 
obtaining a clear-cut buy-in from Iraqi officials.  The Financial Information System project 
provides a stark example. Early in the reconstruction program, the Coalition Provisional 
Authority decided that the Iraqi ministries needed a modern financial management information 
system. U.S. planners failed, however, to identify what the Iraqi ministries actually wanted from 
such a system or what their existing capabilities were.  The program consequently suffered slow 
progress and was eventually stopped after the project leader was kidnapped.  The “IFMS 
program,” as it was called, was eventually suspended largely because of a lack of support from 
Government of Iraq (GOI) officials.  In January 2008, USAID officials and the GOI reached an 
agreement to resume implementation of the system, but it failed to become operational and the 
current Iraqi government is no longer interested in implementing it. The tens of millions invested 
have been lost.  

II. Implementation of SIGIR Recommendations 

You asked us to provide “an assessment of the effectiveness of implemented recommendations” 
and our “recommendations for removing obstacles and barriers to long-lasting solutions.” 

While we steadily monitor and report on the implementation of our recommendations, we are 
now conducting an in-depth series of audits on the status of recommendations made in all 
previous SIGIR audits.  This quarter, we are issuing a report on USAID’s progress in 
implementing SIGIR recommendations. We found that USAID has taken or is planning to take 
appropriate final actions on all SIGIR recommendations with which it concurred.  We currently 
are auditing recommendations directed to the Departments of State and Defense and will issue 
reports on each no later than October 2011. 

Our regular recommendation-monitoring process reveals that a number of positive steps have 
been taken in response to SIGIR findings by Defense agencies involved in Iraq reconstruction.   
Various improvements include the following: 

 Increased Emphasis on Contracting Oversight.  In March 2010, the Vice Chief of Staff of 
the Army issued a memorandum and order on the selection and training of contracting 
officer representatives.  The Vice Chief expressed concern over the inadequate oversight 
of contracts in Iraq and Afghanistan and ordered Army units to identify and train 
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sufficient numbers of contracting officer representatives prior to deployment.    

 Defense Contingency Contracting Handbook.  In June 2010, a multi-agency team led by 
DoD’s Director of Defense Procurement and Acquisition Policy released a handbook for 
contingency contracting officers.  The handbook consolidates useful information for 
contingency contracting officers conducting operations in a joint campaign environment. 
It can be used with an attached DVD, which provides training modules for contingency 
contracting officers. 

 Defense Contingency Contracting Officer Representative Handbook.  Complementing its 
contracting officer’s handbook, Defense issued a handbook for contracting officer’s 
representatives in December 2010.  This handbook is a user-friendly resource intended to 
provide quick references to contracting officer’s representatives on contract support.  

 Defense legislation.  SIGIR’s lessons learned contracting report concluded that the U.S. 
government was not sufficiently structured to provide the kind of contracting and 
procurement support needed in Operation Iraqi Freedom.  The Congress has taken a 
number of steps to address this weakness.  First, the John Warner National Defense 
Authorization Act for Fiscal Year 2007 stipulated that the Secretary of Defense must 
develop policies and procedures for defining contingency contracting requirements, 
ensure staffing for improved program management, and provide training for all 
contingency contracting personnel.  Second, the Accountability in Government 
Contracting Act of 2007 strengthened the Federal acquisitions workforce by establishing 
a contingency contracting corps and providing specific guidance to encourage 
accountability and limit waste and abuse.  Finally, the National Defense Authorization 
Act for 2008 required expanded contracting training for personnel outside the 
acquisitions workforce.   

 Commander’s Emergency Response Program (CERP).  U.S. Forces-Iraq (USF-I) and its 
predecessor organizations have updated the CERP guidance manual, Money as a 
Weapons System, more than 10 times to address recommendations made by various audit 
agencies, including SIGIR, to improve CERP management. 

In addition, the following steps have been taken by other agencies in response to our prior work:  

 Emergency Acquisition Guidance (issued by the Office of Management and Budget’s 
(OMB) Office of Federal Procurement Policy in May 2007, updated by new guidance in 
January 2011).  The current version recommends a number of new management and 
operational practices such as establishing “a cadre of contracting personnel to function as 
a rapid deployment force on short notice” and discusses the advantages and pitfalls of 
contracting for “additional acquisition professional support from the private sector.” It 
includes a recommendation that agencies “develop emergency assessment plans to review 
the results from … their emergency acquisitions.”  It also summarizes the acquisition 
flexibilities available in emergencies of various kinds.  OMB cites SIGIR’s “Lessons in 
Contracting and Procurement” and “Lessons in Program and Project Management” as 
bases for these new provisions.  

 The Reconstruction and Stabilization Civilian Management Act of 2008 (RSCMA), 
passed as part of the National Defense Authorization Act for 2009, placed responsibility 
for preparing the civilian side of contingency relief and reconstruction operations within 
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the Department of State (DoS) and directed the Secretary of State, in consultation with 
the Administrator of USAID, to develop an interagency strategy to respond to 
reconstruction and stabilization operations.  It provided for a presidentially-appointed, 
senate-confirmed Coordinator for Reconstruction and Stabilization (though none was 
ever appointed), whose significant duties and responsibilities would include: 

o coordinating with relevant agencies to develop interagency contingency plans and 
procedures to mobilize and deploy civilian personnel and conduct reconstruction 
and stabilization operations  

o taking steps to ensure that training and education of civilian personnel to perform 
such reconstruction and stabilization activities is adequate  

Unfortunately, it does not appear that State’s Coordinator for Reconstruction and 
Stabilization (S/CRS) has been provided authoritative responsibility for overseas 
contingency operations nor does contract management appear to have any significant role 
in its plans.  The sharp reductions in the budget for the “Civilian Stabilization Initiative” 
do not bode well for the future of this enterprise within State.  Moreover, the Quadrennial 
Diplomacy and Development Review proposes to fundamentally alter the landscape and, 
with it, S/CRS’s authority. 

 Longer Tours of Duty for Reconstruction Personnel.  In SIGIR’s human capital 
management study, we found that there was insufficient systematic planning on personnel 
deployments and that “sudden and unplanned” staff departures and “continuous personnel 
turnover” severely burdened reconstruction managers. Longer tours of duty provide 
senior managers with increased stability and allow them to manage better personnel 
turnover and adjust programs accordingly.  But even with 12-month tours now de rigueur 
in Iraq, there remains the reality of a perennial turnover of all personnel serving in Iraq. 
Lengthening tours beyond 12 months would promote greater stability and continuity. 

 Award Fee Process Reform.  A SIGIR audit in 20051 found that there were not adequate 
criteria or procedures in place to support award fees. The Joint Contracting 
Command/Iraq-Afghanistan reformed the process so that, among other things, only 
performance exceeding expectations would be rewarded, although subsequent reviews2 
found continuing issues.   

 
III. Update on SIGIR Reporting 

You asked that we update the Commission on our work since our last appearance here.  

                                                 
1 “Award Fee Process for Contractors Involved in Iraq Reconstruction” (SIGIR 05-017, October 25, 
2005); see also “Defense Acquisitions – DOD Has Paid Billions in Award and Incentive Fees 
Regardless of Acquisition Outcomes” (GAO-06-066, December 2005) and “Defense Contract 
Management – DOD’s Lack of Adherence to Key Contracting Principles on Iraq Oil Contract Put 
Government at Risk” (GAO-07-839, July 2007).   
2 “Report on Use of Appropriate Award-Fee Conversion Scales Can Enhance Incentive for 
Contractor Performance” (SIGIR-08-009, January 24, 2008). 



Page 8 
 

In the 3 reporting cycles since SIGIR’s May 2010 testimony before the Commission, we have 
issued an additional 17 reports on myriad topics. See Appendix for the list of audits.  Notable 
audit results since last May include the following: 

 We issued a report on Defense's management of the Development Fund for Iraq.  The 
Development Fund for Iraq was established in May 2003 by the Administrator of the 
Coalition Provisional Authority (CPA) and recognized by United Nations Security 
Council Resolution 1483.  DFI funds were to be used in a transparent manner for the 
benefit of the people of Iraq.  We found weaknesses in Defense’s financial and 
management controls that left it unable to properly account for $8.7 billion of the $9.1 
billion in DFI funds it received from the CPA in 2004.  This situation occurred because 
most Defense organizations receiving DFI funds did not establish the required 
Department of the Treasury accounts and no Defense organization was designated as the 
executive agent for managing the use of DFI funds.  The breakdown in controls left the 
funds vulnerable to inappropriate use and undetected loss. 
 

 Our report on Multi-National Force-Iraq’s (now USF-I) CERP-funded “Sons of Iraq” 
program found that approximately $370 million was expended from FY 2007 to FY 
2009. There was, however, a dearth of empirical data on what the program actually 
achieved.3   USF-I maintains that the program was an important factor in reducing 
violence.  But we found little quantifiable data from which so concrete a conclusion 
could be drawn.  We also found weak financial controls over the millions in cash 
payments provided to the Sons of Iraq. 

 We issued two reports on grants awarded by the Department of State for democracy- 
building activities in Iraq.4  One grant, valued at $50 million, suffered from weak 
oversight that left State vulnerable to paying excessive charges.  Moreover, there was 
very little information on what the grant actually achieved.  The second grant, also valued 
at $50 million, showed better outcomes.  We questioned some security costs on this 
grant, but found that the grantee maintained fairly comprehensive information on its 
activities and what was achieved. 

 We issued a report on a USF-I program to develop an executive-level educational facility 
for the Iraq Security Forces known as the Iraq International Academy.5  At the time of our 
review, approximately $13.4 million had been spent on construction, and an additional 
$12 million was planned to furnish and equip the facility.  USF-I planned to turn the 
facility over to the GOI upon completion, but we found that the Iraqis had no plan to 

                                                 
3 “Sons of Iraq Program: Results Are Uncertain and Financial Controls Were Weak” (SIGIR 11-
010, January 28, 2011). 
4 “Improved Oversight Needed for State Department Grant to the International Republican Institute” 
(SIGIR 10-022, July 29, 2010); National Democratic Institute Grant’s Security Costs and Impact 
Generally Supported, but Department of State Oversight Limited” (SIGIR 11-001, October 13, 
2010). 
5 “Iraqi Government Support for the Iraq International Academy” (SIGIR 11-009, January 26, 
2011). 
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operate the Academy after it opened.  On our recommendation, USF-I is working with 
the GOI to obtain their commitment to support the sustainment of the Academy.   

 We issued a report on a $7.3 billion program to help the GOI train, staff, and equip Iraqi 
police forces.6  The program was unprecedented in its magnitude and conducted in a 
hostile environment with ongoing combat operations.  Despite these impediments, DoD 
reports that over 400,000 Iraqi police have received training and are on the force.  But we 
found that the capabilities of these forces are unknown because no assessments of total 
force capability were made. 

On the investigative front, since May 2010, SIGIR has opened 40 investigations, closed 43, and 
now has a current open caseload of 118.  Since May, our investigations have led to 16 
indictments and 19 convictions, with $74.6 million in monetary results. See Appendix for a list of 
convictions.  Investigative results since last May include the following: 

 A State Department employee was indicted and convicted and another was indicted; 
both cases involved fraud.  

 Twelve U.S. military personnel were convicted of criminal charges based on 
numerous investigations, as was a spouse of one of the military personnel.   In one 
case, a Marine Corps officer pled guilty to defrauding the U.S. government of $1.7 
million.   In another, an Army officer pled guilty to financial crimes involving 
$440,000. 

 Five Defense and USAID contractors were similarly charged and/or convicted for 
fraud.  In one case, two high-level employees of a large USAID contractor pleaded 
guilty and the company agreed to pay $69 million in criminal penalties and a civil 
settlement. 

Since last May, the SIGIR Prosecutorial Initiative (SIGPRO) attorneys also continued to achieve 
successes: 

 A third State Department employee was prosecuted and convicted of fraud in Iraq by 
a SIGPRO attorney. 

 A SIGPRO attorney’s work on two cases involving State set important legal 
precedents regarding the Wartime Suspension Act as applied to wrongs committed in 
Iraq and extraterritorial jurisdiction of violations of the federal conflict-of-interest 
statute. 

 
IV. Issues Affecting Future SROs 

You asked that we “[f]orecast key issues going forward, trends in wartime contracting, and 
project management that may put future contingency operations at risk.”  

                                                 
6 “Iraqi Security Forces: Police Training Program Developed Sizeable Force, but 
Capabilities Are Unknown” (SIGIR 11-003, October 25, 2010). 
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As the contingency reconstruction and relief work of the United States in Iraq winds down, there 
exists a “golden moment” for applying Iraq’s hard lessons to the Afghanistan SRO and to the 
reform of SRO contract management writ large.   

One hard lesson to which we have repeatedly drawn attention is the sustainment of the assets – 
both “hard” and “soft” – which the U.S. has provided Iraq.  It has too often been the case that, 
even when a project has been completed in good order, the asset-transfer process has become a 
graveyard where failure and waste ultimately occurs.  Asset-transfer weaknesses arose because 
of poor planning or performance by the United States, but more often than not these failures 
were generated by Iraqi neglect of the asset.   

The key lesson here is the compelling need to match rebuilding efforts to the verifiable needs and 
capacities of the host population and to secure agreement before construction that the asset will 
be maintained.  Oddly, there is no U.S. government program to review the fate of U.S. projects 
after they have been transferred to Iraq.  Developing such an effort could yield real insight into 
the outcome and effect of our investment in Iraq and thereby provide important lessons that 
could improve future SROs and their asset transfer programs (e.g., in Afghanistan). 

A silver lining to the great difficulties the United States experienced during the Iraq SRO is the 
focused attention now being given to the fragmented system that governs SRO management.  An 
analogous precursor to the current problem arose about thirty years ago during the Grenada 
operation. Glaring weaknesses in campaign execution focused the minds of national leaders on 
the need for improved military department integration at the Pentagon. The ensuing reform 
efforts, embodied by the 1986 Goldwater-Nichols Act, revolutionized both military planning and 
campaign execution, yielding today the most efficient fighting force in history.  This reform 
paradigm could serve as an apt guide to resolving the current urgent need for improved civilian-
military integration in SROs.    

Today’s system palpably does not ensure unity of command and unity of effort.  The work of 
people like Secretary Gansler and this Commission substantiate an evidenced-based argument 
for more comprehensive reform that could yield a system capable of forestalling, in future SROs, 
the kind of profligate waste that occurred in Iraq. 

V. Waste in Iraq 

You asked me to address the amount of waste we have found in Iraq.  Over the past eight years, 
the Congress has provided $58 billion for Iraq’s relief and reconstruction. About $53 billion of 
that amount has been spent, equaling an average expenditure rate of approximately $17 million 
per day since the program began.  No other overseas rebuilding program in U.S. history reached 
that extraordinary spending rate. 
   
Too much waste occurred in Iraq. Our audits have detailed this troubling reality. But precisely 
calculating actual total waste is difficult, if not impossible, to do.  One reason for this is that 
some view what we would call waste as simply the opportunity costs incurred by changing 
policy choices.  Nevertheless, we have accumulated a sufficient database through our work to 
render a reasonably prudent estimate of total waste. As I previously have said – and reiterate 
today –waste in Iraq reconstruction amounted to about ten percent of total spending or between 
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$5 and $6 billion.  Applied to the eight year program, this is tantamount to about $1.7 million in 
waste per day. 
 
Numerous systemic shortfalls caused waste in Iraq. First, the failure to implement a risk-based 
approach to the reconstruction effort yielded a number of imprudent contracting decisions.  
Second, the rush to spend trumped the need to spend efficiently and effectively.  Finally, projects 
were undertaken without sufficient staff to manage or oversee them, government cost estimates 
were frequently not performed, exorbitant prices were paid, the wrong contracting vehicles were 
used, and the Iraqis were not sufficiently consulted as to their needs and wants.  
 
$6 billion in waste is a disturbing figure, needless to say.  But the number may in fact be much 
higher if the Iraqis do not sustain what we have provided. Their ability and willingness to 
maintain the U.S. investment will be the true measure of whether the U.S. and Iraq see long-term 
benefits from the investment.  Because we cannot ascertain whether the GOI will, in fact, sustain 
what we have provided, there are aspects of waste that cannot be accurately measured until well 
after projects are completed: Is a complicated apparatus being maintained?  How long did those 
who were trained stay in their jobs or even work in the same sector of the economy?  These are 
matters that should be studied.  In sum, it is crucial that we know whether the investment we 
provided produced extended improvements in the Iraqi system. 

 
VI. Applying Contracting Lessons Learned 

You asked me to address the “areas where your concerns for Defense wartime contracting apply 
to State and USAID” and to discuss the “agencies’ common issues and risks.”   

The contracting problems identified in Defense entities are even more aggravated within the 
civilian agencies.  That is, the civilian agencies have weaker contracting systems and less robust 
operational management capabilities (at State, in particular, and to a lesser extent at USAID).  
Moreover, the civilian agencies have been less responsive in bolstering their weaker contracting 
systems.  Our reviews of State’s activities, in particular, have revealed that the Department has 
struggled to manage its large programs in Iraq and their associated contracts (the largest 
contracts in the State’s history).   

State must do more to build its acquisition workforce’s capacity and quality, if it is to play the 
lead role in future SROs.  By contrast, USAID has a better capacity to manage and execute 
contracts and grants, unsurprising given that its development mission embraces these capacities.  
The weakness on the USAID side stem from the enormous extent to which its mission is now 
carried out by contractors, which leads to oversight and delegation problems. 

 
VII. Criminal Investigation Trends 

You asked for our office’s trends on contract-fraud referrals and related prosecutions through the 
end of December 2010. 

SIGIR’s Investigations Directorate continues to produce a steadily increasing number of criminal 
investigations, indictments, and convictions. See Appendix for investigation trends and list of 
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cases.  This increase resulted from a range of initiatives we undertook over the past several 
years, which include: 

 SIGPRO  - SIGIR Prosecution Initiative  
 

 FERRET -  Forensic Evaluation, Research, Recovery, and Enforcement Team   
 

 INTERCEPT – International Criminal Enforcement and Prosecution Team 

The SIGIR Prosecutorial Initiative (SIGPRO) was developed and implemented to strengthen 
specific prosecutorial support for SIGIR investigations.  In collaboration with senior Department 
of Justice (DOJ) officials, we hired three highly-experienced and well-respected former Assistant 
United States Attorneys and a paralegal, detailing them to DOJ's Criminal Division to work on 
our cases.  Our SIGPRO attorneys carry individual caseloads, prosecute SIGIR cases, and assist 
other federal prosecutors on Iraq-related fraud cases.  SIGPRO attorneys work closely with 
SIGIR investigators to ensure that cases are promptly pushed and this has increased our rate of 
prosecution.   

SIGIR's Investigative Directorate developed the Forensic Evaluation, Research, Recovery, and 
Enforcement Team (FERRET) Program as part of our effort to meet the forensic review 
requirement placed upon SIGIR by the Congress.  FERRET is a sophisticated, layered electronic 
data-exploitation approach to identify potential criminal activity involving individuals who had 
access to cash in Iraq.  This program has led to the issuance of hundreds of subpoenas and the 
opening of more than 40 investigations. 

We developed and implemented the International Criminal Enforcement and Prosecution Team 
(INTERCEPT), in coordination with the United States Department of Justice (DOJ) Office of 
International Affairs, to addresses investigative matters falling within SIGIR's subject matter 
jurisdiction, but involving extraterritorial activities and/or foreign nationals.  We engaged with a 
variety of non-U.S. investigative and prosecutorial elements, securing their assistance to bring 
foreign defendants to justice within their judicial jurisdictions.  INTERCEPT cases have resulted 
in successful prosecutions of individuals in South Korea, arrests in England, and arrest warrants 
issued in Iraq on a variety of charges, including fraud, extortion, and embezzlement.   

 
VIII. Commission Recommendations for Reform 

You asked that me to “describe [our] perspective of the impact of the Commission’s second 
interim report recommendations on DoD inspectors general roles, responsibilities, and ongoing 
initiatives.”  

As a preliminary matter, I strongly agree with virtually all of the Commission’s 
recommendations.  Effective contracting reform is a prerequisite to future SRO success. 
Implementing your proposed reforms would help the United States Government better meet its 
obligation to the taxpayers to ensure that our nation’s limited resources will be well spent in 
overseas contingencies. I especially concur with the Commission’s proposal to create a 
permanent special inspector general for contingency operations (SIGOCO).  The presence of a 
permanent oversight entity for contingencies makes eminent sense, because it would certainly 
improve the stewardship of U.S. funds in overseas contingency operations.    
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I view the Commission’s proposal to create “[a] new, dual-hatted position at OMB and the NSC 
to provide oversight and strategic direction for contingency operations” as a meaningful step in 
the right direction, but one that would not sufficiently strengthen U.S. management capacities in 
SROs. The past eight years in Iraq demonstrated that high level “coordination” between 
agencies, and especially between and among State, USAID, and Defense, will not ensure the 
level of integration and accountability required to achieve success in these difficult missions.  
Moreover, the Interagency Management System within the NSC has not proven itself to be an 
enduring and effective model for managing SRO activities. 

The most compelling SRO issue now before U.S. policymakers is not simply the contracting or 
oversight components of SROs, but how the SRO operations are to be planned and managed in 
toto.   A little over a year ago, the Commission convened a hearing with representatives from 
Defense, State, and USAID, and was unable to get a clear answer to the simple question of who 
is in charge of the Afghanistan reconstruction operation.  That salient and disturbing reality 
remains true today.  The “whole of government” approach, ostensibly driven by the NSC and 
OMB, has been largely unsuccessful as an SRO management tool.  Experts seem to be coming to 
agreement on this point, and thus the time is ripe for developing and implementing new reforms.  

In re-thinking how to succeed in SROs, the goals remain the same: achieving unity of command 
and unity of effort.  Clearly assigning the duty to plan and manage SROs seems the simplest step 
toward reaching these goals.  Because SROs bear elements of defense, development, and 
diplomacy within them, they are ineluctably civilian-military enterprises.  Despite this identity, 
SROs constitute a novel paradigm, concerning what is sometimes called the “Fourth D,” which 
constitutes something beyond State, Defense, and USAID’s traditional missions, something 
relatively new to the modern age, and something that is with us to stay.  Assigning the “Fourth 
D’s” mission to a particular existing agency would unsurprisingly bias the ensuing approach 
toward that agency’s predilections.  So what to do? 

SIGIR has proposed the creation of the United States Office for Contingency Operations 
(USOCO), which would be clearly and unambiguously charged with planning, managing, and 
being held accountable for contingency relief and reconstruction operations.  See Appendix for a 
graphical précis on the USOCO concept.  Crucial to our belt-tightening age, USOCO would be a 
net money saver, covering its costs many times over through efficiencies achieved in its tighter 
and stronger SRO management system.  Its structure would chiefly comprise a reorganization of 
existing elements that possess SRO responsibilities but are now scattered across government.  Its 
Director would report to the Secretaries of Defense and State.  USOCO would resolve the unity 
of command problem, secure unity of effort, and vastly improve the likelihood of success in 
SROs.   

IX. Conclusion 

Permit me to conclude by quoting the epigraph from our first lessons learned report on Human 
Capital Management, issued in January 2006. It captures an essential truth that must be 
embraced; regardless of the path SRO reform may take: 

Given the sheer complexity of post-conflict reconstruction efforts,  
developing a clear strategic plan of action at the outset is critical to  
success. Such a plan should articulate the U.S. interests at stake, define  
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U.S. objectives for reconstruction, and lay out the strategy for achieving  
these policy objectives, along with a clear division of labor delineating  
who is responsible for what aspects of the plan’s implementation.  

 
Play to Win 
Center for Strategic and International Studies 

      January 2003 

This CSIS report, issued less than two months before the incursion into Iraq, reveals a 
penetrating wisdom that was lost in the planning for and the execution of the Iraq reconstruction 
program.   

The causes for the Iraq program’s failures lie not in the motives of those involved in planning 
nor in the abilities of the U.S. personnel who deployed to serve.  The chief cause stems from our 
system’s weakly-integrated and insufficiently-resourced SRO structure.  

Simply increasing funding to the relevant civilian agencies will not solve the problem.  
Moreover, in an age of budgetary constriction, this approach is not fiscally possible.   As this 
Commission has very helpfully revealed through its hearings, current law has not provided 
sufficient clarity on who is in charge of contingency relief and reconstruction operations.   

Drawing together the pieces of our flawed SRO management system -- now scattered across 
government -- and placing them within a single authority would produce the coherent planning, 
integrated operations, and enforceable accountability so desperately needed to remedy the 
current approach to SROs.  One of the salutary effects of this reform would be that contingency 
contracting would have a single point of oversight and accountability.  This would certainly 
promote greater transparency and efficiency regarding the use of taxpayer dollars appropriated 
for overseas contingency operations. I believe that USOCO would simply and clearly resolve the 
SRO management conundrum that currently daunts our approach to overseas contingency 
operations. 

Members of the Commission, that concludes my statement.  I again thank you for the 
opportunity to appear before you today and look forward to your questions. 





SIGIR AUDITS SINCE MAY 2010 

 

1)  SIGIR 10-018, Most Iraq Economic Support Funds Have Been Obligated and 
Liquidated, Jul. 21, 2010 

This report addresses Economic Support Fund (ESF) allocations for Iraq.  Since 2006, about $4.5 
billion have been allocated in ESF for use by the Department of State (DoS), U.S. Agency for 
International Development (USAID), the Department of Treasury, and the Department of Justice, 
among others, specifically for programs in Iraq.  This review looked only at the U.S. Embassy’s 
Iraq Transition Assistance Office (ITAO) and USAID’s use of Iraq ESF funds because these two 
agencies received about 83% of the Iraq-allocated ESF funds.  The review found that DoS and 
USAID have obligated the majority of funds allocated for ESF programs in Iraq and are in the 
process of obligating the remaining funds.  The agencies also liquidated the majority of their 
obligations. 

2)  SIGIR 10-019, Iraq Reconstruction Funds:  Forensic Audits Identifying Fraud, Waste, 
and Abuse – Interim Report #4, Jul. 26, 2010 

The report discusses the results to date of the Special Inspector General for Iraq Reconstruction’s 
(SIGIR) forensic audits of Department of Defense, Department of State, and U.S. Agency for 
International Development expenditures involving Iraq relief and reconstruction.  This report 
discusses projects associated with the Development Fund for Iraq and the Commander’s 
Emergency Response Program (CERP). 

3)  SIGIR 10-020, Development Fund for Iraq:  Department of Defense Needs To Improve 
Financial and Management Controls, Jul. 27, 2010 

The report discusses the Department of Defense’s accountability for funds received from the 
Development Fund for Iraq.   The review found that weaknesses in DoD’s financial and 
management controls left it unable to properly account for $8.7 billion of the $9.1 billion in DFI 
funds it received for reconstruction activities in Iraq.  This situation occurred because most DoD 
organizations receiving DFI funds did not establish the required Department of the Treasury 
accounts and no DoD organization was designated as the executive agent for managing the use 
of DFI funds.  The breakdown in controls left the funds vulnerable to inappropriate uses and 
undetected loss. 

4) SIGIR 10-021, Plans To Preserve Iraq Reconstruction Program and Contract Records 
Need To Be Improved, Jul. 30, 2010 

The report examines U.S. government agency efforts to preserve Iraq reconstruction program 
and contract records.  DoD, DoS, and USAID have records management policies and procedures, 
but have not fully implemented those procedures for preserving their Iraq reconstruction records.  
This situation leaves the U.S. government vulnerable to waste and theft as it may not have the 
necessary information to pursue potential cases of fraud and/or to perform audits of 
reconstruction activities.  Additionally, the records have not been reviewed for historical 
significance, and important documents could be lost if action is not taken. 

5) SIGIR 10-022, Improved Oversight Needed for State Department Grant to the 
International Republican Institute, Jul. 29, 2010 



This report discusses State Department’s Bureau of Democracy, Human Rights, and Labor 
(DRL), and Bureau of Administration, Office of Acquisitions Management oversight of DRL 
grants to the International Republican Institute.  Weaknesses in DoS’ oversight of IRI’s 
compliance with federal and DoS grant requirements left DoS vulnerable to paying excessive 
charges and having insufficient information on exactly what was achieved.  Existing DoS 
monitoring mechanisms did not detect questionable charges and allocations associated with 
certain security and indirect costs against the grant.  DoS Grants Officers were not actively 
involved in overseeing the grant or grantee decision-making and required annual audits and 
progress reports provided only limited insight into grantee practices.  Grants Officers were not 
consulted on the appropriateness of grantee practices though they were the only officials in the 
Department authorized to make such rulings.  Additionally, the review found that while IRI has 
documented activities it sponsored to foster democratic goals and objectives in Iraq, but it has 
not uniformly assessed the extent to which it has succeeded in meeting the grant’s goals and 
objectives as required by the grant agreement. 

6) SIGIR 11-001, National Democratic Institute Grant’s Security Costs and Impact 
Generally Supported, but Department of State Oversight Limited, Oct. 13, 2010 

This report discusses the Department of State’s Bureau of Democracy, Human Rights, and Labor 
(DRL), and Bureau of Administration, Office of Acquisition Management (AQM) oversight of 
DRL grants to the National Democratic Institute.  The report found that security costs charged to 
the grant were generally reasonable, allowable, and allocable in accordance with federal 
regulations except for overhead costs.  SIGIR also found that the grantee maintained 
comprehensive information on what activities it led to further democratic goals and objectives, 
and the grantee conducted several impact assessments on the extent to which progress was made 
meeting grant objectives. 

7) SIGIR 11-002, Guidance Needed for Use of Residual Iraqi Vested and Seized Asset 
Funds, Oct. 15, 2010 

This report addresses U.S. government agencies’ accounting for the $2.651 billion in vested and 
seized asset funds and planned uses for at least $47.4 million in unobligated funds remaining in 
accounts within the U.S. government.  The Department of Defense (DoD) has generally 
maintained an accurate accounting of the funds; however, there is a difference of $10.7 million 
between the Army’s and Department of the Treasury’s accounting systems for seized assets.  
Neither the vested nor seized asset funds have been used since at least 2007 and DoD does not 
have plans to use the funds that remain in these accounts. 

8) SIGIR 11-003, Iraqi Security Forces:  Police Training Program Developed Sizeable 
Force, but Capabilities Are Unknown, Oct. 25, 2010 

This report discusses the U. S. Department of Defense program to help train Iraqi police.  Since 
2003, the United States has spent about $7.3 billion on a program to help the GOI train, staff, and 
equip Iraqi police forces to maintain domestic order and deny terrorists a safe haven in Iraq.  The 
program was unprecedented in its magnitude and conducted in a hostile environment with 
ongoing combat operations.  In addition, the existing Iraqi police forces in 2003 were in very 
poor condition, and a new Iraqi government was in development.  Despite these impediments, 
DoD reports that over 400,000 Iraqi police have received training and are on the force.  
However, the capabilities of these forces are unknown because no assessments of total force 
capabilities were made. 



9) SIGIR 11-004, Iraqi Security Forces:  Special Operations Force Program Is Achieving 
Goals, but Iraqi Support Remains Critical to Success, Oct. 25, 2011 

The report discusses the U.S. Forces-Iraq’s oversight of its program to train, equip, and develop the Iraqi 
Special Operations Force (ISOF).  SIGIR found that the USF-I program had achieved its goal of 
developing an ISOF capable of independently conducting operations and missions and to sustain its 
equipment and facilities.  However, SIGIR could not fully account for the funds used in developing the 
ISOF, and the total cost of the program is unknown.  SIGIR also found that  the long-term success of the 
ISOF lies in the hands of the GOI.  Two issues point out the challenges in post conflict stabilization 
operations.  First, the extra-constitutional movement of the ISOF from the Ministry of Defense to the 
Office of the Prime Minister raises concerns about how the force will be used in the future.  Second, 
uncertain GOI support as evidenced by the lack of a dedicated budget, poor logistical and recruiting 
support, and the irregular payment of specialty pay create concerns about the GOI’s commitment to 
sustain the force.   

10)   SIGIR 11-005, Iraq Reconstruction Funds:  Forensic Audits Identifying Fraud, Waste, 
and Abuse – Interim Report #5, Oct. 28, 2010 

This report was the fifth in a series of reports that discuss the results to date of the Special Inspector 
General for Iraq Reconstruction’s (SIGIR) forensic audits of Department of Defense, Department of 
State, and U.S. Agency for International Development expenditures involving Iraq relief and 
reconstruction. SIGIR continues to identify instances of questionable activity involving programs that 
afford easy access to cash with weak controls over expenditures.  In the last quarter, we have opened four 
new criminal investigations bringing the total number of investigations resulting from this effort to 53.   

This quarter, SIGIR completed its initial review of nearly 180,000 transactions involving the 
expenditure of funds appropriated for the reconstruction of Iraq by the Department of Defense 
(DoD), Department of State (DoS), and the U.S. Agency for International Development 
(USAID) from fiscal years 2003-2009.  These transactions are valued at approximately $40 
billion. 

11)   SIGIR 11-006, Forensic Audit Methodologies Used To Collect and Analyze Electronic 
Disbursements of Iraq Reconstruction Funds, Oct. 28, 2010 

SIGIR has been at the leading edge of government forensic auditing and we are frequently asked 
about our processes and procedures.  The report provides technical information on some of the 
methodologies used by the Special Inspector General for Iraq Reconstruction’s (SIGIR) to meet 
its mandate for a final forensic audit report on all funds deemed to be amounts appropriated or 
otherwise made available for Iraq relief and reconstruction activities. 

12)    SIGIR 11-007, Iraq Relief and Reconstruction Fund 1:  Report on Apportionments, 
Expenditures, and Canceled Funds, Jan. 25, 2011 

SIGIR has been issuing a series of reports that discuss the status of funds appropriated or 
otherwise made available for the reconstruction of Iraq.  This report discusses the Iraq Relief and 
Reconstruction Fund 1. During fiscal years (FYs) 2003 and 2004, OMB apportioned virtually all 
of the $2.48 billion appropriated for IRRF 1.  OMB apportioned $2.25 billion for new 
obligations with most going to 3 organizations—USAID received $1.62 billion; DoD/U.S. Army 
received $518 million; and DoS received $101 million.  P.L. 108-11 also specified that funds 
were to be used to fully reimburse accounts administered by DoS, Treasury, and USAID for 
related obligations incurred prior to enactment.  OMB apportioned about $239 million to meet 
these previously incurred obligations with $212 million going to USAID, which subsequently 



returned $10 million of the funds to OMB.  DoS received about $25 million as reimbursement 
for its prior obligations.  This report does not address the status of the funds that OMB provided 
for these previously incurred obligations. 

13)   SIGIR 11-008,   Interim Report:  Action Needed To Address Missing Iraq Transaction 
Data, Jan. 28, 2011 

This interim report addresses the Special Inspector General for Iraq Reconstruction’s (SIGIR) 
concerns over missing Iraq transaction data and it seeks the assistance of the Assistant Secretary 
of the Army in recovering the data.  SIGIR discovered the missing data while conducting its 
forensic audit of funds appropriated for Iraq reconstruction.  SIGIR estimates the amount of 
missing data to be about $75 million. 

14)   SIGIR 11-009, Iraqi Government Support for the Iraq International Academy, Jan. 26, 
2011 

This report is about Iraqi government support for a U.S. Forces–Iraq (USF-I) project to develop 
an executive-level educational facility for the Iraqi Security Forces and other branches of the 
Government of Iraq (GOI).  When completed, the facility will also serve as a regional center of 
excellence for officials from other countries.  The project, known as the Iraqi International 
Academy (IIA), is a $26 million project funded by the Iraq Security Forces Fund (ISFF), and 
managed by that part of USF-I’s Iraqi Training and Advisory Mission assigned to assist the Iraqi 
Ministry of Defense (ITAM-MOD).  SIGIR is concerned about the lack of GOI commitment to 
maintain and sustain the academy upon completion and believes that further efforts to furnish 
and equip the IIA should be reconsidered.  The Iraqi government has sufficient resources to 
furnish and equip the facility, and its commitment to the project is best shown by giving them 
this responsibility.  The $12 million in funding the U.S. has set aside for furnishings and 
equipment is better spent elsewhere. 

15)   SIGIR 11-010,  Sons of Iraq Program:  Results Are Uncertain and Financial Controls    
Were Weak, Jan. 28, 2011 

The report discusses the Sons of Iraq program, a U.S. Forces–Iraq Commander’s Emergency Response 
Program Insufficient quantifiable program data, coupled with the inability to segregate possible SOI 
effects from other factors, precluded SIGIR from drawing empirically reliable conclusions about the 
program’s contribution to the reduction in violence in Iraq that began in the late summer of 2007.  MNF-I 
officials and commanders we spoke with stated that they believe SOI was an important factor in reducing 
violence and provided a number of anecdotal examples in support of their opinions.  However, it is not 
possible to draw more definitive conclusions about the program’s effects.  Specifically, there was no 
comprehensive plan for SOI with specific goals, metrics or milestones from which to measure the 
individual or collective impact of the effort.  Additionally, there was no requirement for commanders to 
document what SOI groups achieved or for any other organization to assess overall program impact in 
areas such as reductions in insurgent attacks.  Given the absence of detailed information on SOI effects 
and the reality of many other factors affecting the levels of violence in Iraq during the same time period, 
such as the influx of large numbers of additional U.S. forces during the Surge, SIGIR is unable to draw 
reliably supportable empirical conclusions about the full extent of SOI contributions in this area. 

SIGIR also found the MNF-I exercised weak financial control over its cash payments to the SOI.  SIGIR 
found that payments were often made directly to the SOI leader rather than to individual SOI members.  
In addition, in some files, the pay agent simply provided the same amount of money each month without 
determining how many SOI were actually working and for how many hours they ostensibly worked 
during the month.  For example, for a four-month project estimated to cost $331,200, the pay agent 



simply automatically provided $82,800 each month for a total of $331,200.  In the few instances where 
payments were made to individual SOI members, the payments were usually lower than estimated.  For 
example, in one project file, 545 SOI members were on the official registry, but only 454 signed the pay 
roster and collected their salaries.  This reduced actual costs 17% from an estimated $62,884 to $52,384.  
Furthermore, key financial control documentation including cash controls, receipts, and vouchers were 
usually missing from project files. 

16)    SIGIR 11-012, Commander’s Emergency Response Program Obligations Are 
Uncertain, Jan 31, 2011 

This letter addresses the Special Inspector General for Iraq Reconstruction’s review of the 
Department of Defense’s accounting for the obligation and expenditure of Commander’s 
Emergency Response Program (CERP) funds allocated for Iraq, and how those funds were used 
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