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 Thank you distinguished members of the Commission.  My name is William Walter.  I am 

the Senior Vice President of Government Compliance for KBR with oversight responsibility for 

the business systems which are the subject of today’s hearing.  My professional career spans both 

the Government and contracting industry.  I began my career as an auditor for the Defense 

Contract Audit Agency.  I went on to help companies that worked for the Federal Government 

and worked as a teacher for George Washington University's government contracts program.  In 

these positions, I have had extensive experience with the issues the Commission is examining 

today, and bring an important perspective to the discussion, having worked for both government 

and industry. 

 I welcome the opportunity to appear here today to support the Commission in fulfilling 

its mandate of examining contingency contracting and identifying ways to improve the current 

expeditionary contracting system.  KBR looks forward to helping the Commission identify 

lessons learned that can be applied to current operations as well as focused, actionable 

recommendations that will enable positive change of the contingency contracting process.  KBR 

has worked with the Commission from the outset, providing it with requested information, and 

participating in meetings and briefings domestically and in Iraq, Afghanistan, and Kuwait.  This 

Commission, much like the Truman Commission sixty years ago, must lead the way for 

continued improvement in the contingency contracting process. 
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 KBR has been proud to serve the Government and the Military since World War II.  Our 

service and support mission has taken us around the world to numerous hostile and austere 

environments.  KBR is one of many contractors providing support to U.S. and Coalition forces, 

diplomats, and civilians in Iraq, Afghanistan, and elsewhere across the globe. 

 In the Commission’s invitation to testify, you identified a number of topics, all generally 

related to business systems.  In my testimony today, I will discuss our business systems and also 

provide a few of the lessons we have learned and our recommendations for improving contract 

support and contract management processes and procedures.  Critical to this discussion is 

understanding the unique operational challenges inherent in a war zone, as well as understanding 

the challenges posed by competing governmental priorities inherent in a contingency contracting 

environment. 

 KBR uses a variety of business systems to manage the day to day requirements of its 

operations.  These include systems to acquire goods and services and estimate, accumulate, and 

report the costs incurred to provide services and support to the warfighter.   The primary systems 

include accounting, billing, purchasing, estimating, and property.  Our systems are regularly 

reviewed and approved by the Government.  Just last month, the Government’s most recent 

review resulted in the continued approval of our purchasing system.  The approval letter 

concluded with the following:  “I appreciate your professionalism during the review and your 

cooperation with the CPSR Team.  Congratulations for having a system that merits Government 

approval and please remain vigilant so that this approval may be maintained.” 

 These approvals are not done in a vacuum.  DCMA and DCAA are resident at KBR 

facilities throughout the world, with close to 50 Government personnel in our Houston offices 

alone.  We are in daily dialogue with Government representatives to ensure cooperative 
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communication and implement feedback in real-time to provide transparency and improve our 

services.  For example, KBR leads interactive monthly meetings with representatives of DCMA 

and DCAA regarding business systems. 

 Throughout our history as a government contractor, which dates back to World War II, 

KBR’s business systems have been appropriate and sufficient.  Our business systems evolved 

over the years to keep pace with the also evolving requirements of the Government and the 

marketplace.  Prior to the Iraq War, our most recent experience had been supporting military 

forces in the Balkans.  Based on the original LOGCAP III scope of work, we anticipated that the 

volume of work would be comparable.  However, as everyone knows, what happened in Iraq was 

dramatically different.   

 The magnitude and urgency of the logistical support needed in Iraq presented new and 

extraordinary contracting challenges that any company with any business system would have 

faced.  As you know, the Military and their contractors encountered a rapidly changing and 

increasingly perilous situation in Iraq.  It was in this environment that the initial levels of 

services required of KBR under LOGCAP III evolved to meet the exigencies of the situation that 

America’s courageous Soldiers, civilians and the contractors who supported them, confronted.  

This was true with respect to the number of personnel on the ground, the duration of the troop 

presence, and the hazards posed by the insurgency.   

 While the original contract clearly stated the various essential services for which KBR 

would be responsible, the specific requirements associated with the location, the types of 

facilities that would be available or required to be built at each camp, and the availability of 

supplies and services to support the effort were in constant flux.  Thus, contractors frequently 
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developed solutions to wartime logistical challenges on the ground and in real time to support the 

211,000 service members at over 215 sites throughout the theater. 

  In this volatile situation, the pace of paperwork trailed the pace of the demand for 

services and this led to further challenges for KBR and the Governmental administrative teams.  

Another inherent challenge relates to the expectation of the acceptable quality and extent of 

documentation.  In the Iraq and Afghanistan theaters, while there may be vendors that can 

provide the services needed, few, if any, have experience with the level of documentation 

expected by the U.S. Government.  When this is combined with the demand for KBR to provide 

services to the warfighter in an extremely compressed schedule and in a war zone, the resulting 

documentation often does not meet the traditional, state-side expectation.   

 It is helpful to provide one specific, concrete example of the contracting challenges KBR 

faced at the outset of the Iraq War.  Given the immediate needs of the operation, KBR identified 

an urgent requirement for diesel, heavy-duty SUVs, went to local dealerships in Kuwait, and 

were charged the market rate of $43,000 each.  KBR had no choice but to pay this amount in 

order the meet the Government’s urgent needs.  Subsequently, KBR worked diligently to put a 

supply chain in place in order to procure these types of vehicles at a discounted, fleet rate and, by 

December 2003, was successful in doing so.  This is but one example of the realities of 

contracting in a war zone and the demands placed on a contractor to meet the Government’s 

demands on its schedule. 

 With regard to the application of business systems in this challenging and ever-changing 

environment,  we identified the need in 2003 to upgrade our accounting system to keep pace with 

the significant increase in data requirements associated with LOGCAP III.  During the 

implementation of this change, we invited DCAA technical experts to participate and observe the 
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entire process.  Further, once the system implementation was completed, KBR made 

presentations to DCAA personnel on its functionality and operation. 

 Our business systems evolved over time.  As security, communications, and the 

acquisition work force improved, we identified opportunities to utilize more state-side business 

systems and processes.  KBR often was the leader on these issues.  For example, KBR 

established our Procurement and Supply Chain Management Training Academy to address the 

critical need for trained contracting professionals.  We are committed to continue taking such 

steps as necessary to maintain the very best business systems and to serve the Military’s needs in 

Iraq and around the globe. 

 Our experiences in Iraq and extensive history in government contracting afford us a 

somewhat unique perspective on the challenges faced by the Military and its wartime 

contractors.  Perhaps the most vivid observation that I might make is that contractors are often 

faced with multiple and at times competing priorities from the Government with respect to our 

contract.  The Military Commander on the ground may express an immediate need with the 

urgency of real time battlefield necessities.  Both the Army Sustainment Command and DCMA 

are responsible for overseeing our contract, and both give us instructions on what is or is not 

required or permitted under the contract.  DCAA and other after the fact auditors later come in 

and provide their view.  As you might imagine, many contract expenditures and actions look 

different to the Soldier and his Commander during the heat of battle, than they may appear 

months or years later to a state-side auditor.  As the contractor, we face the challenge of meeting 

the very real needs of the army fighting the war, while also satisfying the important demands of 

contracting officers and Government auditors.  If the Commission can identify the means that 

will allow the Government to speak with one voice in instructing its contractors in future 
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wartime contingencies, this would be a significant improvement to the current expeditionary 

contracting system.   

 A second observation involves the nature of the auditing process.  From our perspective, 

the current audit process for adequacy determinations contains too many subjective aspects that 

vary significantly between auditors, leaving the contractor in an untenable position.   A greater 

reliance on objective criteria would provide contractors with an enhanced ability to meet and 

exceed the Government’s expectations, and would indeed result in increased contractor 

efficiency for the Government. 

 Finally, given the importance of advance planning to the efficient delivery of services, we 

recommend that the Government develop a method that allows contractors to play a consultative 

role during the Military’s own operational planning process.  In saying this, we are very 

cognizant of the concerns that have been expressed regarding contractors assuming inherently 

governmental functions.  However, while the actual planning should properly remain the job of 

the Government, those of us who will bear the responsibility for providing the food, shelter, 

equipment, and other logistical support necessary for the successful execution of those plans 

would be able to do a better job and have knowledge that can be useful to the military planners if 

we are consulted during that process. 

 KBR remains proud of the work it performs in Iraq and around the world.  Our 

employees perform their jobs in austere, unpredictable conditions at great sacrifice to themselves 

and their families.  We remain committed to engaging in a transparent and, more importantly, a 

fact-based dialogue while pledging continued full cooperation and support to our Military.  I 

look forward to answering your questions. 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


