STATE DEPARTMENT OVERSIGHT

AND CONTRACTOR-EMPLOYEE CONDUCT

MONDAY, SEPTEMBER 14, 2009
United States Senate,
Commission on Wartime Contracting in Iraq and Afghanistan,
Washington, D.C.

The Commission met, pursuant to notice, at 9:30 a.m., in Room 342,
Rayburn House Office Building, Hon. Christopher S. Shays, Co-Chairman of the
Commission, presiding.

Present. Commissioners Shays, Thibault, Ervin, Green, Gustitus, Henke
and Zakheim.

OPENING STATEMENT OF CO-CHAIR SHAYS

Co-Chair Shays. Good morning. | would like to call this hearing to order.
| am Christopher Shays, Co-Chairman of the Commission on Wartime
Contracting in Iraq and Afghanistan.

Thank you for attending this hearing on State Department oversight and
contractor employee conduct. Before we hear witness testimony, | will make an
opening statement on behalf of Co-Chairman Michael Thibault, my fellow
commissioners and myself.

One commissioner, Professor Charles Tiefer could not be with us today.

The other commissioners at the dais are Clark Kent Ervin, Grant Green, Linda



Gustitus, Robert Henke, Dov Zakheim.

The catalyst for today’s hearing is, of course, the widely reported
allegations and photos of misconduct among members of the private security
contractor guard force that protects the U.S. Embassy in Kabul, Afghanistan. We
do not intend to describe those reports and photographs in any detail. Our
primary interest is not in the sordid details of the drunken partying, the nudity and
the groping, or the intimidation and abuse of foreign national members of the
guard force. That specific series of events certainly got our attention, but what
motivates this hearing is our interest in the disturbing questions these incidents
raise about the subject of wartime contracting which Congress has mandated us
to study, specifically who in the government or, in this case, the State
Department is watching the contractors.

Today, we will explore the symptoms of broader issues in contract
requirements, contract management and oversight, and contractor performance
that may be revealed as we pose questions like these:

How did flagrant breaches of ArmorGroup’s code of conduct and its
contractual obligations go unobserved and unreported by senior management for
months.

Why did ArmorGroup supervisors delay reporting news of misconduct and
attempt to intimidate people who might report it?

With reports of misconduct among ArmorGroup personnel surfacing as

early as December, 2008 and with 2 contracting officer representatives tasked
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full-time to the Kabul contract, how could the State Department detect no signs of
trouble until it received notice from ArmorGroup leaders in Washington, not
Kabul, in late August, 2009?

Why did the State Department display no visible signs of outrage at the
delayed notice of problems at the ArmorGroup encampment?

Has the State Department issued a new cure notice or reviewed the
security contract for possible default termination?

Does the lowest cost technically acceptable standard for Department of
State security contracts need to be replaced by a best value standard?

And, even more fundamental, in a wartime environment, is providing
security for U.S. Embassies an appropriate function to be delegated to
contractors?

We will have other questions, and more will emerge as testimony and
colloquies develop. Those questions and answers should help us determine
whether the policies and practices for overseeing security contracts, for
managing contractor camps and responding to incidents of employee misconduct
are adequate.

It is hard to exaggerate the importance of these issues. American foreign
policy goals, mission objectives and lives depend in no small part on the behavior
of the contractor employees who make up half of the contingency operation
workforce in Irag and Afghanistan.

Maintaining a reputation for honorable and decent treatment of foreign



nationals as well as our own countrymen is a key asset in the struggle against
terrorists. It is just basic common sense. Gross misconduct by employees of
U.S. contractors devalues that asset.

It is unfair, insulting and dangerous to the military, State Department,
USAID and nongovernmental personnel working in the Southwest Asia theater to
have America’s image sullied and trampled by outrageous and revolting behavior
of contract employees. That concern is even more salient in countries like
Afghanistan that have strict views of sexual misconduct and use of alcohol.

To be sure, the incidents of immediate interest do not represent contractor
employees as a group. In fact, the solid and respectable American and foreign
citizens who constitute the contract workforce are outraged by the prospect of
being tarred by the brush of misconduct by a few irresponsible workers.

The incidents reported near the Kabul Embassy undermine American
efforts to build a stable, peaceful and democratic Afghanistan. To put it bluntly,
they provide free recruiting material to the Taliban.

ArmorGroup officials acknowledge the problem. They certainly cannot
claim they were unaware of their obligations. Their contract with the State
Department explicitly describes not only conduct requirements but also the
reason for them. | will quote just one of those provisions: Each contractor
employee or subcontractor employee is expected to adhere to standards of
conduct that reflect credit on themselves, their employee and the United States

Government.



The disparity between the contract language and events on the ground
speaks for itself. Fortunately, the misconduct appears to have been
concentrated in a rogue band of ArmorGroup employees, some of who have
belatedly been fired along with their supervisors and senior leaders; others have
been allowed to resign. We have seen no evidence that State Department
employees patrticipated in the incidents or had any knowledge of them until
recently. That leaves open, of course, questions about the levels of vigilance
and diligence that ArmorGroup and State were exercising.

The scope and duration of misconduct are both greater than they first
seemed. Initially, we thought the list of disturbing episodes comprised the parties
of June 15th and August 1st and August 10th. We have since discovered that
other incidents occurred during December, 2008 holiday parties and that
cafeteria-catered bunker parties became a recurring event during off-duty hours.

Tough young guards cannot be expected to spend their leisure hours
diagramming sentences or studying the etiquette of the local tea ceremony, but
we can expect them to be mature and use good judgment, and we certainly can
insist that their managers and the government’s contract managers pay close
attention to employee conduct on an important mission in a sensitive region.
Obviously, we need a great deal of improvement on those points.

Improving contractor performance is essential and eliminating contractors
on the battlefield is not easily done under our current policy choices. Contractors

have provided critical support to American military operations since the



Revolutionary War. More than 250,000 contract employees are working in Iraq
and Afghanistan and more than 1,000 have died in the line of duty. They bring
special skills to bear, free up warfighters for combat missions and represent a
vital resource for contingency needs.

Our focus today is therefore on understanding how we can improve the
system and make it work.

Let me comment briefly on why we invited DynCorp International to testify.
DynCorp is the largest State Department contractor in Iraq and Afghanistan with
extensive experience in diplomatic security and narcotics and law enforcement
work. Like any large organization, including the Federal Government and the
military, DynCorp has been obliged to deal with employees’ misconduct and
related legal issues. We are interested in the standards and practices
contractors use and in the speed and completeness of their reporting to the
client, the United States Government. We will explore DynCorp’s experiences
and practices today including their expectations regarding alcohol and other
substances.

Just a few days ago, DynCorp notified this Commission and the State
Department about another tragic situation in Afghanistan where a DynCorp
employee was found dead in his quarters. We will explore this incident as well,
including the timeliness of State Department notification.

We will hear from three panels of withesses. We will swear in all

witnesses and any accompanying staff who may need to provide information for



the record during these proceedings.

The first panel will give us the State Department’s view of the contractor
oversight issue. Our witness is the Honorable Patrick F. Kennedy, Under
Secretary of State for Management. We are also pleased to welcome the three
State Department officials who accompany him as subject matter experts:
Ambassador Eric Boswell, Assistant Secretary of State for Diplomatic Security;
Mr. William McGlynn, Principal Deputy Assistant Secretary for International
Narcotics and Law Enforcement; and Will Moser, Deputy Assistant Secretary,
Logistics and Management.

The second panel will provide nongovernment viewpoints. The witnesses
will be Ms. Danielle Brian, Executive Director of the Project on Government
Oversight, referred to as POGO, and Mr. Terry Pearson, former Operations
Supervisor in Kabul, Afghanistan for RA International, the largest subcontractor
on the Kabul security contract. He comes to us from Great Britain.

Our third panel comprises officials from the contract security industry: Mr.
Doug Brooks, President of the International Peace Operations Association; Mr.
William Ballhaus, President and CEO of DynCorp International, and Mr. Samuel
Brinkley, Vice President of Homeland Security and International Security
Services, Wackenhut Services, Inc. Wackenhut Services is the parent company
of ArmorGroup North America.

Our witnesses have been asked to summarize their testimony in five to

seven minutes in order to ensure adequate time for a good flow of questions and



answers. The full text of any written statement they submit will be entered into
the hearing record.

We ask that witnesses submit, within 15 business days, responses to any
questions for the record and any additional information they may undertake to
offer during this hearing.

In closing, we thank our witnesses for participating in what promises to be
a very informative session.

[The prepared statement of Co-Chair Shays follows:]



Co-Chair Shays. Now we will turn to our first panel.

And, before swearing our first panel, | want to state for the record that the
State Department could not have been more cooperative. It has been extremely
cooperative. They have allowed us to speak to a number of staff in the United
States and in Afghanistan. And so, | just want to thank the four of you for the
cooperation we have received from all of you and from your leaders as well.

With that, let me ask you to rise, and we will swear you in.

Raising your right hand. Do you solemnly swear or affirm that the
testimony you will give to this commission is the truth, the whole truth and
nothing but the truth?

Mr. Moser. | do.

Mr. Kennedy. | do.

Mr. Boswell. 1 do.

Mr. McGlynn. | do.

Co-Chair Shays. Mr. Kennedy, Honorable Kennedy, my understanding is
you will be providing the statement. You have graciously invited others to join if
there is a specific question. | do not want to say you are the point of the spear,

but you are the leader of the group, and we will look forward to your testimony.
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TESTIMONY OF THE HONORABLE PATRICK F. KENNEDY,
UNDER SECRETARY OF STATE, ACCOMPANIED BY ERIC
BOSWEL, ASSISTANT SECRETARY OF STATE FOR
DIPLOMATIC SECURITY; WILIAM MOSER, DEPUTY ASSISTANT
SECRETARY, ADMINISTRATION - LOGISTICS MANAGEMENT;
AND WILIAM McGLYNN, PRINCIPAL DEUTY ASSISTANT
SECRETARY FOR INTERNATIONAL NARCOTICS AND LAW
ENFORCEMENT (INL)

Mr. Kennedy. Thank you, sir. Co-Chair Shays, Co-Chair Thibault, thank
you for the opportunity to appear before the Commission today. | appreciate the
Commission’s ongoing review of these important contractual issues facing the
U.S. Government and particularly the State Department in Iraq and Afghanistan.

First and foremost, the Secretary of State and the entire leadership of the
State Department share your deep concern about the outrageous conduct by a
small group of ArmorGroup North America employees in Kabul. We are also
very concerned about ArmorGroup delay in reporting their knowledge of these
actions to the State Department. The incidents of misconduct are repugnant and
demanded swift and appropriate action. As the State Department’s senior
management officer, | take responsibility for having failed to prevent them and for
not having uncovered them earlier.

As representatives of the United States Government, it is our obligation to

adhere to the highest standards of individual behavior and conduct. The
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behavior of the employees captured in graphic images dishonor their
ArmorGroup colleagues and the State Department in a country where the
success of U.S. objective depends on the cultural sensitivity of all mission
personnel including employees under contract.

When these allegations came to light, the Secretary directed that
corrective actions be taken immediately along with a thorough examination of the
performance, management and oversight of the contract. The Secretary has
charged me personally to take every necessary step to ensure that all personnel,
including contractors, meet the highest standards for individual behavior and
conduct.

Upon learning of the conduct of these rogue employees, we immediately
initiated investigations by our Diplomatic Security Service and the Inspector
General’s Office. To date, 165 ArmorGroup personnel have been interviewed.
The regional security officer is interviewing third-country national guard
supervisors as well as all local national staff, and we have taken the following
actions:

Eight ArmorGroup guards have been removed from the State Department
contract, and four more have resigned. Each of these 12 individuals have
departed Afghanistan.

ArmorGroup’s entire management team in Kabul is being replaced. Two
were removed from the contract, and two have resigned. Three of the managers

have departed Afghanistan, and the final manager will depart on December 16th
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after a handover to his replacement.

Since the guard housing at Camp Sullivan is located six kilometers from
the embassy compound, an embassy assistant regional security officer now has
been stationed at Camp Sullivan, and the consumption of alcoholic beverages
has also been prohibited at Camp Sullivan.

While it was essential that we took these immediate actions, our
paramount responsibility was and is to ensure the continued and uninterrupted
provision of security services by a well-disciplined, well-supervised and
professional guard force. Our top priority must always be to provide the most
secure environment possible for the conduct of our foreign policy, especially in
challenging operational environments such as in Afghanistan.

As the State Department deploys in new and expeditionary ways, security
is critical. We are carving out a new road as we operate for the first time in
zones of active conflict. Regional security officers and assistant regional security
officers carry out their duties in a dedicated and competent manner to ensure
that our security is not breached. The State Department has not lost, cannot lose
and will not lose sight of the fact that the security of U.S. mission personnel in
Afghanistan and elsewhere is our first priority.

Our security operations in Afghanistan and Iraq are unlike those at any of
our other 263 posts around the world, and we are writing a new set of rules and
policies as we go. In most cases where contractors provide static guard services

at embassies throughout the world, personnel are almost exclusively local hires
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with homes and families to which they return each night.

However, in Afghanistan and Iraq, third-country nationals have been
required to staff our local guard force, and our contractor provides housing and
meals at a camp. In both countries, the situations have called for rapid
deployment of security contractors for an uncertain duration. For obvious
reasons, our contractors have faced significant challenges retaining employees
in both countries. Thus, it is not only difficult to find contractors that can meet our
contractual requirements, but it brings with it unique logistical challenges. For
these among other reasons, the provision of static guard services in Irag and
Afghanistan has been challenging for the Department.

Our initial operations in both countries benefitted enormously from the
protective support provided by the U.S. Military, but, in 2004, the Department of
Defense withdrew its personnel and the State Department had to take
responsibility for ensuring provision of these services. Nearly 2,500 contractors
are serving as static guards in Iraq and Afghanistan. They are engaged solely to
protect our personnel on the ground. They do not participate in either combat
activities or law enforcement.

Co-Chair Shays. Mr. Kennedy, we are going to allow you as much time as
you need. So | just want you to not feel like you have to look at the clock.

Mr. Kennedy. Thank you, sir.

In Afghanistan, a major international security firm, was contracted to

provide essential onsite control of the housing camp and the conduct of our static
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guards who spend their off-duty hours there. However, these recent events
make evident the need for stronger State Department oversight, including now
when contractors are off duty. And, unless that oversight can be effectively
provided by our contractors, closer management by government personnel will
be necessary.

We have always had in place a rigorous regime of oversight for security
operations by contractor personnel while they are on duty. Allegations of
contractor misconduct are investigated, and, if substantiated, appropriate action
is taken.

Over the life of this contract, when concerns were raised about the
conduct of specific individuals, we asked for these individuals to be removed
from the contract. When we identified deficiencies, we followed up. And, when
the most recent allegations came to our attention, the Department demanded
immediate action by the contractor, and the individuals involved were removed
from the contract.

The many dedicated members of the Kabul Embassy security force have
provided essential protection of the mission compound and adjoining facilities.
They have maintained our security in this dangerous environment.

As the Department of State reduced its security support, the use of a
contract guard force was the only way to meet the new requirements quickly.
Globally, there are only some 1,700 diplomatic security special agents in the

Department, posted domestically and overseas. This group of dedicated
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employees safeguards 265 diplomatic and consular posts, protects senior and
U.S. and foreign dignitaries, carries out critical investigations vital to protect our
national security by ensuring that U.S. passports and visas do not fall into the
hands of criminals and those who would do us even greater harm, and performs
a myriad of other essential security responsibilities.

To fully staff both Afghanistan and Iraqg requires nearly 2,500 static guards
and triple that number when factoring in rotations. We cannot hire and train
sufficient numbers of additional State Department personnel to meet these
sharply increased demands in the short time frame.

The unpredictable duration of missions of this level of intensity present a
real challenge in determining the appropriate level of the State Department’s
Diplomatic Security Service. It is difficult to scale up the size of our security
force, and it is equally challenging to ratchet back--one of the primary reasons
that contractors have been used to fill gaps that develop quickly with an unclear
but limited duration.

The cost of using contractors also is often higher than it would be to hire
and manage an internal workforce.

We need to explore alternative mechanisms to meet fluctuating levels of
need for diplomatic security in the future. These events bring into focus a
broader issue regarding the extensive dependence of the foreign affairs
community on the use of contractors. Secretary Clinton has directed both State

and USAID to develop options for effective and more efficient ways of advancing
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our foreign policy objectives.

While we continue our analysis of the best way forward, we look forward
to discussing and considering the Commission’s recommendations. In the
interim, the State Department must use its extensive experience in procuring
services to protect our overseas diplomats and facilities in order to continue to be
able to advance our national security interests through our ongoing diplomatic
activity in this ever-challenging world. We must also redouble our efforts to
ensure that contractors are performing in accord both with our policies and our
values at all times.

| would like to review in some detail the history of the Department’s
contracting for static guards in Kabul.

The Department first contracted with PAE Louis Berger as an interim
measure ahead of full and open competition.

In July of 2005, an award was made to MVM. MVM made the transition
phase, but it was unable to reach a point where it could begin contract
performance and was ultimately terminated. The PAE Berger contract remained
in place during that time.

On March 12th, 2007, a contract award was made to ArmorGroup North
America after full and open competition involving a number of countries. This
contract has required extensive oversight and management. Since award, we
have issued seven deficiency notices addressing twenty-five deficiencies, one

cure notice and one show cause notice. Each deficiency notice, cure letter and
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show cause notice demanded separate corrective action plans to permanently
resolve these issues.

| want to take a minute to outline the major steps already taken in
managing this contract.

In June, 2007: Allegations of misconduct and inappropriate actions,
including deceiving the government regarding its proposal. The Department
pursued each allegation with ArmorGroup and requested immediate action plans.
ArmorGroup addressed each allegation.

July 19th, 2007: Cure notice. The local guard contract allows for a 90-day
transition period to ensure contractors have adequate time to stand up full
performance. The Department issued a letter of warning to ArmorGroup to
convey the Department’s serious concerns with transition progress and our
expectation of full contract compliance.

April 30th, 2008: Final deficiency letter. The Department issued a second
letter of reprimand, issued due to ArmorGroup’s inability to permanently correct
previously identified deficiencies including sufficient guard relief, as well as newly
identified deficiencies.

May, 2008: G4S, Wackenhut, acquired ArmorGroup and assigned
corporate management for this contract to its U.S. subsidiary, Wackenhut
Security Incorporated. Wackenhut's management team, with extensive
experience in providing static guard service at other U.S. Embassies worldwide,

committed to resolving all outstanding issues.
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The Department, therefore, was confronted with a difficult decision,
whether to continue the contract in light of ArmorGroup’s deficiencies, which
were being addressed, or to consider alternate vendors when there had been
only one other qualified bidder for this contract and on the prior round of bidding
a previous vendor was selected but failed to perform. On balance, the
Department decided to exercise its option to extend the contract for one year.

September, 2008: Show cause notice. The State Department sent
ArmorGroup a third letter of reprimand for failure to permanently correct staffing
shortages despite the recommendations made by Wackenhut upon acquisition.
The Department decided to take the first step forward towards contract
termination.

Over the next five months, the Department conducted an extensive
dialogue with ArmorGroup, and ArmorGroup sufficiently demonstrated its ability
to resolve the remaining deficiency--contract staffing shortages.

On January 24th, 2009, the contracting officer and diplomatic security
judged ArmorGroup to be compliant with the contract’s staffing requirements.

Despite the administrative deficiencies discussed with ArmorGroup, the
Department did not observe any breaches of the security of the mission.
Through the constant oversight of the regional security office and the contracting
officers, diplomatic security personnel on the ground in Kabul felt that the
administrative contract deficiencies did not jeopardize the security and safety of

the personnel assigned to our mission. Static security at Embassy Kabul, as well
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as all our overseas missions, is based upon multiple layers of staffing to ensure
appropriate security coverage and no single point of failure.

In February, 2008, unmanned hours reached a peak of 1,440 hours out of
a total of 85,000 hours, which is 1.7 percent. As an example, a guard post at the
embassy would have a contractual requirement for six static guards at all times
with a roving guard available to take the place of an individual on break. On
several occasions, during oversight reviews of the contractor, the regional
security officer observed a six-guard post covered by only five guards.

The absence of one individual for an hour would represent an unmanned
hour but would not raise security concerns given the redundant coverage in
place. Thus, while the staffing shortages for ArmorGroup received deficiency
notices and represented a failure to meet contract specifications, they did not
represent a security risk, and based upon our reviews to date the safety and
security of our diplomats has not been compromised, and the security of the
embassy was not threatened.

As with all security contracts, there is constant communication with and
collaborative efforts by the contracting officer and Diplomatic Security in
Washington and the regional security officers on the ground in Kabul. For the
ArmorGroup contract, weekly meetings and, at times, daily meetings are held on
contract performance. The contracting officer’s representative is a Diplomatic
Security Federal agent who sits in Washington and works daily with the two

contracting officer representatives on the ground in Kabul who are also both
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Diplomatic Security Federal agents.

As the Commission recognizes from its extensive work, the U.S.
Government is constantly confronting new challenges as we manage in a threat-
laden environment. As we look ahead, we incorporate lessons learned to ensure
that these issues are not repeated.

While we continue to undertake further investigation into these matters,
several points are clear:

The safety and security of our personnel is and must always be our top
priority. We must provide the most secure environment possible for our
employees to conduct our foreign policy.

As representatives of the United States Government, it is our obligation to
adhere to the highest standards for individual behavior. This is a single standard
for all employees, U.S. Government and contractor alike.

We must ensure that contract oversight is direct and all reports of
problems are fully investigated. We must have in place a rigorous regime of
oversight for security operations.

We must find the right balance between U.S. Government employees and
contractors in environments like Afghanistan and Irag or pursue new alternatives
for the provision of security.

Other actions will depend upon our ongoing investigation, and, as
necessary and appropriate, we will reevaluate the continuation of this contract.

Once the investigation is complete, we look forward to discussing the findings



with the Commission.
Thank you for providing me with this opportunity to appear before you
today.

[The prepared statement of Mr. Kennedy follows:]

21
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Co-Chair Shays. Thank you, Secretary Kennedy.

Just so you have a sense of what is going to happen now, we will be going
to my Co-Chair to ask the first set of questions, then to Commissioners Ervin,
Green, Gustitus, Henke, Zakheim, and then | will go last. Commissioners will do
a seven-minute first round and three the second.

And, | think we are all set, Mr. Thibault.

Co-Chair Thibault. Thank you, Commissioner Shays.

| would like to make an observation and read a note from Secretary
Clinton’s response to Senator McCaskill. What | would read, and it
complements, relates very closely to your statement, Secretary Kennedy, is that
she wrote a personal note on the bottom of the letter to Senator McCaskill, and
she said, Al hope to discuss the problems we have with you because of the
excessive outsourcing of too many critical State and AID functions, with you at
your convenience.

That is a powerful statement. The letter is on target in terms of generating
a quick response and identifying accountability, which | personally and we as a
Commission would support.

You talked in your testimony about closer management of contractors and
a mandate to explore alternative issues that was made by Secretary Clinton. In
your statement, you also talked about trying to determine the right balance and
any and whether you need to go to new alternatives.

That is just a statement on my part that the Commission, as you have
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outlined, looks forward to following those actions throughout the course of the
next few months because it is really critical.

The first area | would like to explore with you is we have taken multiple
trips to Afghanistan. | have had the opportunity to go in November of last year,
April of this year, August of this year. On each trip, we stop by State
Department, and we have gone out to where State Department accomplishes
some of its work and the like. And, on each trip, we have been briefed by the
contracting officer representatives and the individuals responsible to work with
them. Those are the individuals that are the contracting officer’s eyes on the
ground.

As outlined in Commissioner Shays’ opening statement, this has been
going on, the behavior part of it has been going on, it appears, since December’s
holiday party at least. The contracting issues that require very close oversight
have been going on for 27 months in terms of putting the company on record,
both the company and the original company contractor and then the acquiring
organization.

It is troubling, and | am going to ask for your comments, whether that
continuous employee misconduct--and contracting problems but misconduct--has
not been disclosed or revealed. When we met a few days ago, last week, we
were told about daily trips into the compound. This morning, it was clarified that,
well, maybe it is weekly trips.

And, in light of the problems that have occurred and the responsibility that
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resides with contracting officer representatives, and we have been told
shortages, and we have asked for more. In fact, we were told they asked for
seven and were promised four directly by the individuals responsible for that.

| would appreciate your comments relative to whether you think your
contracting officers on the ground, the eyes and ears, are doing the job as
anticipated by State Department and, if not, why not?

Mr. Kennedy. Thank you, sir.

There is no question, Mr. Chairman, that we should have done more, and |
make no brook for that. That is what | have told the Secretary, and that is what |
said in my statement.

We had focused on ensuring that the contractor was delivering the
contracted services during the duty hours, making sure that the posts that were
specified in the contract for duty were covered. And, that is why you can see, as
we have identified in both my statement and in a lot of other material, that we
were pursuing regularly with the contractor every deficiency that they had and
making them correct them for their performance.

We simply made a mistake. We assumed that the contractor was going to
be managing its conduct at the guard camp in accordance with the standards in
the contract as your fellow Co-Chair outlined.

On a regular basis, the contracting officers did visit the guard camp. The
other representatives of Diplomatic Security were at the guard camp on a regular

basis. During the performances by the on-duty personnel, the regional security
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officers, both the contracting officers and other regional security personnel were
talking on a daily basis to the supervisors, to the Gurkha guards while they were
on duty and constantly engaging them in a dialogue.

At no time over the course of this period, to the best of our knowledge--
and we have already interviewed 165 people--did anyone say to us at any point,
there is this misconduct going on.

It clearly proves that what we should have been doing is having more
presence, a permanent presence, on the compound. That is why, having learned
about these despicable incidents, that is why we have seven by twenty-four
coverage now on the compound.

Co-Chair Thibault. Okay. Thank you, Secretary Kennedy, and |
appreciate that.

| am not going to ask you to respond to it. The way you laid it out, at a
minimum then, since this has been going on so long, conspiracy is a little bit of a
strong word, but | will make the observation that if at no time this was disclosed,
which | accept that statement. | have heard that. Commissioner Shays outlined
what we have learned. Then conspiracy is a strong word, but someone in
ArmorGroup must have worked real hard so that your State employees did not
know about this.

Let me ask you a question. Given the testimony and the discussions and
the results of your interviews, if you were to find out today or in the near term,

and we have been told that your more senior managers may have stopped by the
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party on June 15th but that then they left, and they apparently did not know the
severity because these parties continued.

If you were to find out that there was instead a discussion by the most
senior managers and ArmorGroup, that on June 15th at the party, that maybe
this had gone over the edge and was inappropriate and that whether through
collegial cooperation or just accepting someone’s expressed in the past that it
was stated early, well, you have to understand boys will be boys--that whatever it
was, if you were to find out that that did occur and they made a decision then
that, no, we will go ahead and let this party go on, and then they left, or at least
one of them left and the other one stuck around, would that change your outlook
entirely or how might that change your outlook in terms of the fact that maybe if
they had that discussion and they had shut it down, maybe the instances on
August 1st, August 10th or any other instances might not have occurred?

If you were to find that out, what would be your reaction?

Mr. Kennedy. Well, first of all, sir, it is absolutely clear to me that there
was a failure on the part of the ArmorGroup North America representatives
onsite. There is no doubt about that, and that is why when this came to attention
we went to ArmorGroup headquarters, Wackenhut, and asked that all those
supervisors be relieved.

It is clear that they should have stopped these. | have seen the pictures.
You have seen the pictures. Itis a no-brainer. That conduct is appalling and

should have been stopped immediately. The failure of the management onsite to
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do what they should have done, to adhere to the standards of the contract,
caused us to ask for their removal which has been accomplished.

If it turns out that there was, as you used the word, and | realize you also
put it in quotes, a conspiracy to keep this away from the State Department, if this
turns out to be larger than that, | think | stand by the statement that | made in my
testimony which is this: We are waiting for the results of the investigation, and
then we will decide whether or not it is proper to continue this contract.

Co-Chair Thibault. Thank you, Secretary Kennedy, because that really is
the ultimate decision, which is should the United States Government continue to
contract with an organization that does not seem to be able to put its events
contractually, as well as conduct-wise, in proper and acceptable order?

Commissioner Henke. May | ask a clarifying question?

Co-Chair Thibault. Please do.

Commissioner Henke. Ambassador Kennedy, did you ask Wackenhut to
remove the managers or did you require it?

Mr. Kennedy. Well, we asked Wackenhut to remove the managers, and, if
they had not removed the managers, we would have required it.

Commissioner Henke. Okay. And, was that at their first suggestion or did
the State open the dialogue?

Mr. Kennedy. Our suggestion.

Commissioner Henke. Okay. Thank you.

Mr. Kennedy. Our strong suggestion.



28

Commissioner Henke. Okay.

Co-Chair Thibault. Commissioner Shays.

Co-Chair Shays. Thank you. We are going to go to Commissioner Ervin.
Thank you.

Commissioner Ervin. Secretary Kennedy, as you say, everyone who has
seen these photographs of this June 15 incident are outraged by it. It truly
shocks the conscience, and the same is true, | would argue, for the other
behavior that we are aware of in August, August 1 and August 10. No one would
disagree with that.

But | have to tell you, | am also very much troubled by the State
Department’s repeated characterization, not just of these incidents but this whole
litany of problems over the course of two years with this contract. Both in
Secretary Clinton’s response to Senator McCaskill which the Co-Chairman
referenced a second ago, in Mr. Moser’s testimony before Senator McCaskill's
subcommittee in June and the extensive colloquy he had with Senator McCaskill
and Senator Collins, in your own statement today, the State Department draws a
distinction, attempts to draw a distinction between contract compliance and the
security of the embassy. In your statement, despite the administrative
deficiencies, the Department did not observe any breaches of the security of the
mission.

Your own letters, the State Department’s own letters, there is a June,

2007 letter: AThe purpose of this letter is to advise you that | consider the
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contract deficiencies addressed below to endanger performance of the contract
to such a degree that the security of the embassy is in jeopardy.

There is an August 28 letter: AUpon review of the most recent corrective
action plan, the government has serious concerns regarding ArmorGroup’s ability
to respond in the aftermath of a mass casualty incident or extreme loss of
personnel due to mass resignation, hostile fire or loss of manpower due to
illness, et cetera.

This June 15 incident, the August incidents, all of these, | would argue,
have the potential so to inflame Afghan opinion in general and in particular the
opinion of Afghan personnel on the embassy as to endanger the lives of our
personnel.

In March, before that, we had 18 guards apparently who were off duty of
their posts, some for as long as 3 hours.

And then, we learned in May of 2009 there was this Operation Snack Pack
incident when some guards, on their own initiative, went into Kabul dressed as
Afghans and pretended to undertake a reconnaissance mission. The potential
for loss of life is huge there, and for a while the embassy was night-blind as a
result of that.

All of these incidents, | would argue, are not administrative deficiencies.
They directly, and your own correspondence, indicate that this behavior over the
course of time jeopardizes the security of the embassy. | would just like your

comment about that. How can you justify this distinction?
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Mr. Kennedy. Commissioner, we are not attempting to justify anything.
We are attempting to describe a set of facts on the ground.

| am not offering justification for ArmorGroup’s performance. We are
saying, drawing a distinction between the off-duty conduct of a certain number of
ArmorGroup personnel which was reprehensible and totally inappropriate, to say
the least.

In their on-duty performance in protecting the U.S. Embassy facilities,
there were administrative deficiencies. We were the ones calling these
administrative deficiencies to the attention of ArmorGroup by our constant
monitoring of their performance on a daily basis and reporting back to
Washington.

So the distinctions between on-duty and off-duty, the contracting language
you quoted there is certainly, yes, we said that. We were attempting to convey to
ArmorGroup our grave concern about their performance of their on-duty
responsibilities, but all the evidence to date now--and | will ask my colleague if he
would like to, Assistant Secretary Boswell, make any further any further
comments from Diplomatic Security--indicate that there was never a breach of
embassy security posture.

And, if | might, there have been two major bombings, vehicle-borne
bombing attempts, one just up the street from the American Embassy compound
and one just up the street from Camp Sullivan, where the reactions and the

discipline and the process engaged in by the ArmorGroup personnel was
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exemplary.

Commissioner Ervin. Explain to me then why this language was used in
these letters in 2007 and 2008. If the course of conduct by ArmorGroup, even in
those early years, did not endanger the security of the mission, why was that
language used in these letters?

Mr. Kennedy. In an attempt to get ArmorGroup’s attention. We wanted to
shock ArmorGroup and tell them that they were endangering their continued
contractual relationship with the State Department if they did not fail to correct
these deficiencies.

Commissioner Ervin. It did not say that. It said it endangered the security
of the mission.

But let’s pursue that further. You could really get ArmorGroup’s attention
by terminating the contract, failing to exercise the option to continue, and you did
not do that.

You know there is this old adage: If you want to reward something, you
give it, you do more of it. If you want to penalize something, you do less of it.

The fact of the matter is you continued this contract. Why is it, under the
circumstances that we have had for these two years?

Mr. Kennedy. Because, Commissioner, as | said in my testimony,
operating in a zone of conflict is something new and different for the United
States Government’s civilian side.

We put into a place an open competition for a contractor. MVM was the
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winner of that, and they failed to perform, and so we terminated them.

We then went out with another round of bids for full and open competition.
We had eight bidders on that contract, only two of which were technically
qualified, and ArmorGroup was selected. The decision was made.

| believe, and | will ask Mr. Moser to comment further on it, that
ArmorGroup was in the process of correcting these deficiencies. You compare
that to having no contract in place and given the difficulties of operating as |
outlined and the lack of responsive bidders previously.

We saw a ramping-up, a movement towards, by ArmorGroup, to full and
complete compliance with every single one of the contract specifications--
something we never saw with the previous contractor awardee, MVM. They
never made any progress. We saw extensive progress being made by
ArmorGroup and, rightly, extensive deficiencies.

Commissioner Ervin. My time is limited. | wanted to give Mr. Moser an
opportunity to respond, but just one follow-up question to that, and both of you
can answer. Then | will reserve the rest of my questions for the second round.

Mr. Kennedy. Please.

Commissioner Ervin. That is given what you know now is it the intension
of the State Department to terminate this contract? What do you have to do,
essentially, in order to get the State Department to terminate a contract like this
under these circumstances?

Mr. Moser. Well, as Mr. Kennedy has already pointed out, Mr. Ervin, we
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do want to look and see the results of the investigation. We try not to take
arbitrary action in any case, and we do want to go through that.

And, | will say this to you, a public hearing is not really necessarily the
place we need to have a discussion about the future of contractual actions. But,
as you know, the members, the Commissioners that met with me last week know
that we are actively discussing what our alternatives are going to be in this
situation, and it is not with a great deal of seriousness that we approach it.

In fact, one of my contracting officers, the head contracting officer that has
this contract met with ArmorGroup, met with Mr. Brinkley in fact on Friday night.
We are trying to engage with him constantly, to try to lay the basis for our
decision-making process of what we are going to do in the near future.

Commissioner Ervin. Thank you.

Co-Chair Shays. Thank you.

Mr. Green.

Commissioner Green. It is more fun to be up here, Pat.

If you would, in your opening statement, you spoke very briefly about the
uniqueness of Kabul and Baghdad and the way they are supported logistically,
and | accept that fact, certainly in a conflict area.

There are a number of other posts, not a lot, but a number of other posts
that also use third-country nationals in the guard force. Would you just briefly
explain how they are supported logistically?

Mr. Kennedy. Thank you very much, Commissioner.
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You are entirely correct: 265 diplomatic and consular posts around the
world, only Kabul and Baghdad have compounds where the individuals live. At
about 260 other ones, the individuals are local nationals and go home every
night. In a couple of them, usually in the Gulf, they are third-country nationals.

Commissioner Green. The Gulf, right.

Mr. Kennedy. But they live on their own. They do not live in major
compounds like we have in Afghanistan and Iraq. Also, they are not, in effect,
forced to remain on those compounds by the security situation there. The life
amenities, the ability to get out and go shopping, to go for a walk, to go to the
beach, to do all those other things that one would normally describe as the
course of activity that a human being does to get a break from their work are
available in those locations, even when they are third-country nationals, and that
are not available in Afghanistan and Iraq.

Commissioner Green. Thank you.

Who has the contract in Baghdad?

Mr. Kennedy. Triple Canopy has the contract for the static guards.

Commissioner Green. Have there been any similar sorts of incidents with
Triple Canopy?

Mr. Kennedy. No, sir. We are not aware of any incidents of this nature.

Commissioner Green. How would you account for that difference between
the two which are operating in similar environments?

Mr. Kennedy. | think it is probably there is a major and a minor reason . |
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think the major reason is that the guard camp that Triple Canopy uses in
Baghdad is literally adjacent to the United States Embassy. It is on part of the
larger embassy compound. And, even when the embassy was in the Republican
Palace, it was a very, very short distance away, and there was much more
movement back and forth.

So | think there was, per force, a presence always around that compound,
the local guard compound in Baghdad, because of geography, and that is
something that we have taken very much to heart. That is why we have changed
our policy and now have an assistant regional security officer in residence at the
Kabul compound because it is six kilometers away from the embassy.

Commissioner Green. Is that going to be a permanent situation?

Mr. Kennedy. Yes, sir.

Commissioner Green. Okay. You have by far, | think, more experience in
management than any other senior official in the Department, either past or
present, including obviously the oversight of diplomatic security and the
acquisition contracting activities of the Department.

As you know, there are always good contractors and contractors that are
not so good. Have you ever in your long experience seen another contractor
who has failed in so many areas, received so many chances to improve? And, |
am talking not just about the technical and administrative deficiencies that we
have all talked about and known about but the ethical and behavioral aspects of

it.
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| stress the ethics because | think, in my mind at least, that that is as
important, if not more important, than some of the other issues such as whether
or not the gym equipment is satisfactory or the guards are temporarily using
government-furnished weapons. | think it is reflection on the company’s culture
at all levels, particularly the management of the company, and it is a reflection in
the end on our Country at a very critical time when we are attempting to win the
hearts and minds of the Afghan people.

So | would like your reflection, your comments on that.

Mr. Kennedy. Commissioner, there is no question that this does reflect
very adversely on the management of ArmorGroup North America. There is no
doubt about that.

You ask about drawing a comparison, and | really wish | could draw a
clear comparison. The problem that | have is uniqueness, scale, context. The
two contracts that we have--one in Kabul, one in Baghdad--for local guard
services has no other comparison in the world.

We are engaged in a new era of protecting American Embassies in
expeditionary ways, in zones of conflict, and we are learning as we are going.
And, | take responsibility for the foibles that take place along the way.

If I might, ArmorGroup North America has operated in both Iraq and
Afghanistan. It has managed guard contracts in both locations. It managed the
guard contract at the British Embassy in Kabul.

Wackenhut North America is a partner with the State Department in
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managing 51 local guard contracts at other locations in the world, which is why,
and maybe this is also a partial answer to Commissioner Ervin's question, we felt
that the expertise that Wackenhut, now part of the larger group, brought to this.
And, when G4S assigned responsibility for the oversight recently to Wackenhut,
WSI, because of their extensive experience in 51 locations--even ArmorGroup
before | believe has 8 or 10 contracts with the State Department at other
locations--we thought that they would have the discipline and the process to
make this a successful contract, and as we watched the increasing delivery of
ArmorGroup we thought that they were on the right track.

Commissioner Green. Thank you.

Mr. Kennedy. We were clearly wrong in terms of the context.

Co-Chair Shays. Commissioner Gustitus.

Commissioner Gustitus. Thank you.

| want to go to this issue of terminating contracts because that issue is not
new. What you just told us today, both Mr. Moser and Mr. Kennedy, was we are
going to wait for the results of this investigation and then decide whether to
continue the contract.

That was the exact same situation after Nisour Square with Blackwater.
The IG said that you were waiting for the outcome of that investigation, which
ended up in a criminal indictment, in order to determine whether to continue that
contract.

And, that contract was a situation where in Iraq you had lost the hearts
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and minds of the Iraqi people with respect to Blackwater because it was
overwhelming that the Iraqi people disliked Blackwater intensely. You continued
to contract with Blackwater, and it was only until the Iraqi Government said we
are kicking Blackwater out of Iraq that you actually took action.

You are shaking your head, but that is my understanding, and you can
correct me in a minute.

But when you did not terminate your contract with Blackwater after Nisour
Square and the problems in Iraq, that helped to send a message to other
contractors that you can do a lot and not have your contract terminated, by
Blackwater.

| asked the State Department for their documentation on that decision to
continue their contract with Blackwater, to extend it. It was extended shortly after
Nisour Square. We were told that there was one document relevant to that
decision, which | thought would be a fairly complex decision: Are we
accomplishing the major mission of winning the hearts and minds of the people
versus the security?

There was only one document which just said: Re-up the contract with
Blackwater. There was no analysis of the costs and benefits of doing so with
respect to Irag.

| raise this because it is in this same context you are giving us the exact
same response as the Blackwater situation, that you are going to await the

outcome of the investigation. But | do not know, given the history, that there is
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any confidence that you would actually take action, regardless of the outcome of
the investigation.

Mr. Kennedy. Well, first of all, Commissioner, we did not. The Blackwater
contract had additional option years that we did not, we did not engage.

Commissioner Gustitus. No. There was an option year after Nisour
Square that was re-upped.

Mr. Kennedy. Yes, but there were additional option years that we did not
engage.

Commissioner Gustitus. Well, because you were kicked out. They were
kicked out of Iraq by the Iraqi Government.

Mr. Kennedy. One of the terms of the contract was that a company must
have a license to do business.

Commissioner Gustitus. Right.

Mr. Kennedy. That then defaulted, so to speak, the contract.

Commissioner Gustitus. Right, it was not your decision. It was that they
did not have a license to operate in Iraq because you were contracting with them.

Mr. Kennedy. But that was our decision because we put that specification
in the contract, that they would be permitted to operate by the host government.

Commissioner Gustitus. Go on.

Mr. Kennedy. On the question about we take very seriously. | mean we
are there in Irag. We are there in Afghanistan, not just to be there. We are there

to deliver and support the foreign policy goals of the United States.
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And, the situation of the incidents that took place in Kabul are absolutely
appalling, and, as | have said in my testimony, those incidents are under review.
We have the Inspector General and the Diplomatic Security Service looking at
them, and we will make a decision on what we need to do about this matter.

Commissioner Gustitus. Well, | hope you do it in a thoughtful way where
you weigh the costs and the benefits and have some documentation on it
because there was no documentation, absolutely none, with the decision on the
Blackwater contract to re-up it following Nisour Square. | can tell you that, and it
was a surprise to me.

Is it common, what Commissioner Green said, to have a contract with
seven deficiencies, one show cause and one cure notice? Is that a fairly routine
contract or is that an exceptional contract?

Mr. Kennedy. There are only two contracts for guard services of this kind
in the entire world, and that is the--

Commissioner Gustitus. | just mean in all of your contracting.

Mr. Kennedy. Ma’am, we have had cure notices issued. There are a
variety of contracts. We have had cure notices issued on construction contracts.

Mr. Moser. A lot.

Mr. Kennedy. And so, having deficiencies and cure notices in some
volume, absolutely. But, in comparison to this contract, as | said, there are these
two specific, new, unique contracts that we are working our way through.

If the performance at ArmorGroup, excluding the recent events that are
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not under review, if the performance at ArmorGroup had been on the same
trajectory as that of the previous contract awardee, MVM, we would have
terminated it. But with the ArmorGroup resolving the deficiencies, we saw that as
a positive step.

Would we like it to have been faster? Absolutely.

On the other hand, we were comparing it to the degree of difficulty that we
had experienced in Afghanistan in putting together a full-fledged local guard
contract in that location, under those circumstances, and made the decision that
the trajectory of the contract’'s performance was positive.

Commissioner Gustitus. Okay. | have a couple quick questions before
my time is up.

You interviewed 165 ArmorGroup employees. | think you said something
like that.

Mr. Kennedy. Yes.

Commissioner Gustitus. Have you interviewed the regional security officer
who was on duty for the December party and the June 15th party?

Mr. Kennedy. There was no--

Commissioner Gustitus. | do not mean who was in charge there, the
regional security officer who was in charge of the Camp Sullivan from the time of
December, 2008 to July, 2008. We know a new person has come on board as of
July 1st. But I am asking if, with respect to this incident, you have interviewed

the former RSO?
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Mr. Boswell. The answer is yes, ma’am.

Commissioner Gustitus. Okay. Was he completely unaware of the
December party and the June 15th party?

Mr. Boswell. That is my understanding, yes, ma’am.

Commissioner Gustitus. Okay. My time is up.

Co-Chair Shays. We will go with Mr. Henke.

Commissioner Henke.

Commissioner Henke. | have four brief questions before | get into what |
really want to talk about. There is so much here to get at.

Mr. Kennedy, at the point of award for this contract, March of 2007 time
frame roughly, how many submissions did you receive?

Mr. Kennedy. There were eight, eight bids on this.

Commissioner Henke. Eight bids.

Mr. Kennedy. Eight, of which only two.

Commissioner Henke. Okay, eight bids. Did Wackenhut submit?

Mr. Moser. Yes, they did.

Mr. Kennedy. Yes, they did.

Commissioner Henke. Was Wackenhut judged to be technically
acceptable?

Mr. Moser. Technically, unacceptable.

Commissioner Henke. Let me finish, please. Was Wackenhut judged to

be technically acceptable?
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Mr. Kennedy. No.

Commissioner Henke. What was Wackenhut's price?

Mr. Kennedy. | do not believe--we will have to get that for you.

Commissioner Henke. Mr. Moser, do you have it?

Mr. Moser. No, I do not.

Commissioner Henke. Was it $272 million, plus or minus?

Mr. Moser. That sounds familiar, Mr. Henke, but | do not recall exactly.

Commissioner Henke. Okay, good. Okay, that is good. So they were
technically unacceptable, but their price was $272 million, okay.

What was AGNA'’s price on the bid, the contract you signed?

Mr. Moser. It was $189 million.

Commissioner Henke. One hundred and eight-nine million dollars, okay.

Mr. Kennedy, your own IG, the State’s I1G, did an inspection of Embassy
Kabul in January, 2006. | am sure you are now familiar with it. 1 am sure you
were then.

Quoting from Page 2 of that report: AAfghanistan presents a dangerous
and stressful operating environment. Stringent security requirements constrain
work schedules, consume large amounts of human and other resources, restrict
mobility and directly affect post morale.

AThe conduct of the embassy’s protective detail,--now we are not talking
about the protective detail here. We are talking about the embassy security

force, but the point is the same.
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AThe conduct of the embassy’s protective detail projects an overly
aggressive image that has potential to generate negative opinions of the United
States.

This is from January, 2006.

With that as background, Mr. Kennedy, where did these guys buy the
booze?

Mr. Kennedy. We believe that they bought the booze from the U.S.
Military commissary.

Commissioner Henke. From the U.S.? Where is that U.S. Military? From
the U.S. Military commissary?

Mr. Kennedy. ISAF, the International, NATO.

Commissioner Henke. Let me ask you this.

Mr. Kennedy. And, there is also a commissary on the American Embassy
compound as well. That is a two-part answer, Commissioner.

Mr. Kennedy. Okay. So to plainly state it, | think that they bought at two
places. They bought the booze at the embassy, and they took it to their camp.
Is that fair?

Mr. Kennedy. We understand that they bought it at two locations.

Commissioner Henke. Right.

Mr. Kennedy. The ISAF NATO commissary and at the embassy
commissary and took it to their camp.

Commissioner Henke. Okay. If they buy it at the embassy, to get to the
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camp, they have to get in armored vehicles in an armored convoy and drive three
miles to the camp. Is that fair?

Mr. Kennedy. The guards move themselves.

Commissioner Henke. | understand.

Mr. Kennedy. They are in their own convoys, yes, Sir.

Commissioner Henke. But it is an armed convoy. So the booze leaves
the embassy in an armed convoy, goes to the camp where the pictures were
taken, right?

Mr. Kennedy. Yes, sir.

Commissioner Henke. Okay. If the other place they bought booze was
something called Camp KAIA. Is that the NATO compound?

Mr. Kennedy. | have never heard that term used.

Commissioner Henke. Okay. Well, the booze does not leave the
compound. So, in other words, they can go drinking there, and they have, and it
is documented in the testimony that they went drinking and had parties at that
compound, came back to Camp Sullivan already drunk because they could not
bring the booze off that compound. But they brought the booze off the embassy.

My question for you is why did you allow alcohol sales at the embassy in
Kabul?

Mr. Kennedy. Because we believe that for, that if individuals behave
responsibly, they should be able to drink. There are rules about when you can

drink vis-a-vis the use of weapons. We have since ended the use of alcohol on
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Camp Sullivan.

But, there is the ability to drink responsibly. It has never been an issue up
until now.

Commissioner Henke. Have you stopped alcohol sales at the embassy in
Kabul?

Mr. Kennedy. No, sir.

Commissioner Henke. Have you stopped the practice of having alcohol
that is sold at the embassy be able to leave the embassy?

| can see where if a U.S. Government employee takes the alcohol to their
house, to their apartment at the embassy compound. That is one thing. Have
you stopped the practice of letting booze bought at the compound leave the
compound?

Mr. Kennedy. | will confirm that to you, but I believe by banning the
consumption of alcohol by the contractors at Camp Sullivan, the logical extension
of that, and | have seen the ban on alcohol consumption at camp Sullivan. | am
making the assumption that the two pieces are tied together, but | will confirm
that, yes, sir.

Commissioner Henke. Would you just take that for the record?

Mr. Kennedy. Yes.

Commissioner Henke. | understand the ban is no alcohol at Camp
Sullivan, a ban imposed by a contractor sometime over this summer. Is that

accurate?
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Mr. Boswell. The ban was imposed by the contractor in mid-August, as |
understand it.

Commissioner Henke. Okay.

Mr. Boswell. After the contractor learned of the incidents, and | think
before we did. As soon as we learned of the incidents, the Ambassador banned
it himself.

Mr. Kennedy. That is my point. As well, the Ambassador has banned
alcohol consumption at the embassy compound.

Mr. Boswell. No.

Commissioner Henke. No?

Mr. Boswell. No, at the guard camp.

Commissioner Henke. The Ambassador banned alcohol consumption at
Camp Sullivan. | understand.

Mr. Boswell. | would like to clarify one other thing, Mr. Henke. The guards
move back and forth between their camp on shift changes in armored convoys.
That is large numbers of guards moving back and forth in armored vehicles.

Commissioner Henke. Right.

Mr. Boswell. | cannot tell you that the contractors who bought the alcohol
went in these armored shift change vehicles. | cannot tell you that.

Commissioner Henke. That will be a matter for the investigation to
determine, is that correct?

Mr. Boswell. | think so, yes, sir.
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Commissioner Henke. Okay. The embassy RSO in September, 2008,
issued a very short memo. The subject is alcohol consumption policy.
September, 2008, a year ago and 9 months or so before the June parties started,
he changed the policy on consumption of alcohol for all RSO employees,
contractors and so on. He changed it.

He said, effective immediately, all American staff in the RSO chain of
command, which includes contractors, are limited to two alcoholic drinks per day.
My question is why in September, 2008, did the RSO feel a need to

change a policy to two alcoholic drinks per day?

What was the policy before that? Unlimited?

Mr. Boswell. Mr. Henke, my understanding is that before that they simply
used the post policy on alcoholic consumption.

Commissioner Henke. What was that policy?

Mr. Boswell. There was not any limitation as far as | know.

Commissioner Henke. Okay. So, before the operational policy was--

Mr. Boswell. In the operational tempo, sir, of operations in Afghanistan,
which was deteriorating as we know, the RSO made his own decision, as |
understand it, to impose this limit of two drinks and certainly nothing within eight
hours of going on a shift or anything like that, two drinks.

Commissioner Henke. That is the part that is in the contract, the no drinks
before eight hours going on.

Mr. Kennedy. Correct, sir.



49

Commissioner Henke. My question to you is, and take this for the record
if you must, was the RSO aware of partying, excessive partying, excessive
alcohol consumption at the camp? Was that part of his decision to change the
alcohol policy to two drinks per day in September, 20087

Mr. Kennedy. The investigation is ongoing, Commissioner, but the
investigation to date indicates, and | think one of the Co-Chairs himself made the
statement that no one from the embassy or the U.S. Military were aware.

Commissioner Henke. His statement was we have seen no evidence to
that fact.

Mr. Kennedy. That is right. We were not aware.

Commissioner Henke. What | am asking you is was the RSO aware of
excessive alcohol consumption and was that a part of his decision to change the
alcohol policy in September, 20087

Co-Chair Shays. That will have to be the last question.

Mr. Kennedy. To get to the exact specific of your question, we will take
that for the record.

Commissioner Henke. Thank you.

Co-Chair Shays. Okay, Mr. Zakheim. Commissioner Zakheim is going to
be given 10 minutes because he is going to be leaving, on his way. So he will
take both rounds right now.

Commissioner Zakheim. And, | apologize for leaving early. | have a

commitment to be on the Coast.
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A couple of points, first of all, you have my sympathies, Ambassador
Kennedy. Part of the problem at your level, as | know and | think as Grant Green
knows, is that we do not always hear everything that is going on, and then we
have to clean up. | think that is the case here, and I think you are doing a terrific
job at it, but there are some other things | think you could also do.

Let's be clear about this. This is the equivalent of Abu Ghraib for
Afghanistan. Last night, | went on the web just to see how many web sites they
had of these photos, and there were loads of them. And, some of them are
linked to sex web sites which really is going to look really good with Muslims in
Afghanistan.

So here we are, trying to help Stan McChrystal out, and we have this kind
of garbage on the web. And so, you have my sympathies, Pat.

Another problem is that this is not really new for State. You say, this is
relatively new, we are in a new situation. Actually, it is five years because my
former boss, Don Rumsfeld, made that change five years ago.

Five years is an awful long time. Most wars do not even last five years.
Some last less than a week. So to say we are in a learning situation, | mean this
sounds like we have been in the first grade for five years--a problem there.

Finally, cure notices. | can tell you, having been in and out of the
contracting world, cure notices scare the heck out of contractors. You did not
just give them cure notices. You gave them deficiency letters. There were

records of problems.
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By the way, | have been in touch with a bunch of our folks in Kabul as
recently as yesterday, and | want to read you some of the reactions that are
coming out of our own embassy in Kabul about this:

AWe knew nothing of the contract problems until the story broke. An
incredible breakdown of communications, problems stemming from 2007, and
DS, Diplomatic Security, never passed this on to us. They have their own
culture.

| think this is the biggest challenge for you, Ambassador Kennedy, dealing
with a culture that fundamentally is out of whack with the interest of the United
States of America in Afghanistan. And, | will tell you why, and | would like you to
answer a couple of questions.

First of all, you talked about why the option was picked up with
Wackenhut, but you picked up another option this year. There were other
competitors. You acknowledge there were two. And, it says here right on the
top: AContractor personnel should be expected to perform and conduct
themselves with proper decorum, subject to the U.S. Chief of Mission.

Did anybody consult the U.S. Chief of Mission before you picked up this
contract? This option, | mean.

Mr. Kennedy. The post is informed that we are picking up.

Commissioner Zakheim. | want to know did Ambassador Eikenberry know
that you were picking up this particular option and was he given a bill of

particulars or the DCM or, | do not know, whoever?
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Anybody at the senior levels, were they given a bill of particulars, what has
been going on since 2007, and told in spite of that we are picking up this option,
and, oh, by the way, there were a couple of competitors out there? Did anybody
brief them on that?

Mr. Kennedy. | will have to check with the post. The post is informed
when we pick up options. | will have to find out if, how far up the chain of
command.

Commissioner Zakheim. And, how far in advance they were informed so
they could make an informed judgment as to whether the option should be picked
up, | would like the answer for that for the record.

Another question, right now, we are talking about possibly sending 20,000
to 40,000 additional troops to Afghanistan. Has the State Department raised with
the Defense Department or with the White House the notion that maybe part of
those 20,000 to 40,000 ought to be 2,500 troops to replace these characters that
we have out there right now?

Mr. Kennedy. On that question, sir, my only comment on that is to refer to
a recent decision by the Department of Defense to reduce further the DoD’s use
of personnel for static guards, military personnel, and DoD is replacing its static
guards, its military personnel with contractors.

Commissioner Zakheim. Okay.

Mr. Kennedy. We will invest. We will look into that, but | am not optimistic

that when Department of Defense does not have enough personnel to protect its
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own facilities it would be prepared to loan us. But we will look.

Commissioner Henke. Well, that is in Afghanistan, correct?

Mr. Kennedy. That is Afghanistan and Iraq, both.

Commissioner Zakheim. Okay. Well, two things. First, if they are adding
troops, they could add some more. But leave that aside. Presumably then, the
Department of Defense has some contractors other than this one that it could
use as it de-scopes its own troop commitment to static guards, is that not
correct? Would that not be a safe assumption?

Mr. Kennedy. That is correct, but the requirements in statute require us.
We have a different contracting process than DoD in statute.

Commissioner Zakheim. The statute simply says go with the cheapest,
which is ridiculous, and | am sure my colleagues will talk about that.

But, leaving that aside, you were picking up an option. You have now
picked up an option. Is there any reason why you cannot de-scope the contract
that you now have?

You are looking at me a little puzzled. Let me give you Contracting 101.

Mr. Kennedy. | understand what de-scoping means.

Commissioner Zakheim. Okay.

Mr. Kennedy. | was just wondering what are we de-scoping, sir?

Commissioner Zakheim. Oh, you would then basically cut back to a
limited level, to the minimum. If you do not want to terminate for default and you

do not want to terminate for convenience, you can de-scope.
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Apparently, these guys are losing money. So you could de-scope the
contract, reduce the number of people that they are contributing to a very, very
small number of posts and then contract out the remainder of the requirement.

You can bridge for a certain period of time until you contract that out. Then
when the option year comes up next year, you drop the option entirely, and you
will have another contractor.

A, have you considered this? And, if you have and have rejected it, |
would like to know why.

Mr. Kennedy. We have all options on the table, and that is why we--as |
said in my earlier testimony and | believe in response to Commissioner Ervin's
guestion, all options are under review.

Commissioner Zakheim. Well, again, given the situation we have got and,
as you know very well, what could have been a crisis, | mean let’s face it. When
there were 18 guard posts vacant, you say there was no risk. Well, there was no
risk because nothing happened. | guarantee you, if something had happened,
there would have been a risk.

Again, what | am hearing from our people out in Kabul, our State
Department people out in Kabul, is that guns and alcohol do not mix, even two. |
mean could you drive the streets of Washington with two drinks and a gun in your
car? Guns and alcohol do not mix.

We still have a problem. What we need to be doing is getting rid of these

people. Whatever the investigation leads to, we need to get rid of them now
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because that internet is killing us.

My question again is why do you think an investigation must be completed
before you get rid of a contractor, before you de-scope a contractor?

Mr. Kennedy. Because of the specifications and the requirements in
contract law.

Commissioner Zakheim. But contract law allows you to de-scope.

Mr. Kennedy. Commissioner, we will look at this again.

Commissioner Zakheim. Okay. One more question then, apparently, and
correct me if | am wrong, some of the people involved in this, some of those
humiliated were Afghans, correct?

Mr. Kennedy. No, sir.

Commissioner Zakheim. None at all. Were Afghans present?

Mr. Kennedy. The investigation is ongoing, but the information--

Co-Chair Thibault. Dov, can | clarify?

Commissioner Zakheim. Please.

Co-Chair Thibault. Thank you.

Ambassador, in the August 1st instance, that was an Afghan cafeteria
worker, a local national.

Mr. Kennedy. | thought the Commissioner was referring to the parties.
The incident at the cafeteria--

Co-Chair Thibault. Was an Afghan national.

Mr. Kennedy. --was a single Afghan worker, yes. Absolutely.
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Co-Chair Thibault. That is right. That is the clarification.

Mr. Kennedy. Yes, sir. Our information to date, because the investigation
is still ongoing, is that the parties took place among the members of the
ArmorGroup expatriate American/Western community.

Co-Chair Thibault. We have interviewed, just as background, one of our
witnesses who will come in the next panel. He was responsible for the 90 life
support people that provided life support. He, personally, and it is in his
statement, went out and retrieved Afghan nationals that were at the party,
personally. That is a statement that is going to come out.

So, maybe your investigation needs to focus its questions a little better.

Mr. Kennedy. Well, as we are saying, we are in the process of
interviewing all the national employees.

Co-Chair Shays. It is Mr. Zakheim’s time, but | would be happy.

Commissioner Gustitus. If I could just to interject for the record. Mr.
Pearson, who is a witness in the second panel, in his statement, says about
these parties: AOne person who had apparently run out of urine took the fire
hose from one of my staff and put it between his legs. It was at this stage |
realized | had three Afghan nationals standing in the center of all the activity. |
told them to get the hose and go back to the front gate.

AThis was the first time | had seen one of these parties, which had been
going on since the morning. | was annoyed and disgusted by the way they were

acting and the way they were dressed.
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Al had 3 female third-country nationals who worked about 30 feet away
from where this was going on, and during the day there were also about 60-plus
Afghans present, 2 of whom were females.

Commissioner Zakheim. Okay. So, if you say that the investigation is
ongoing, then | would strongly recommend that one of the first things you should
already about, if you do not know about, is what you have just heard from my
fellow Commissioners because it seems to me--and you know this far better than
| do from your experience--that those Afghans who were there are going to tell
their relatives, who are going to tell their tribes, who are going to be the latest
recruits for the Taliban, who are going to shoot our kids in Afghanistan. That is
the chain, and we all know it.

And, it seems to me that it should be top priority for the State Department
to determine whether indeed Afghans were there, which it sure looks like, and
then to use that, if nothing else, as a reason for bringing this miserable contract
to an end, which you can do. You can terminate for default.

Now one other question, you have asserted that this firm, ArmorGroup,
was improving. | find that difficult to see in light of all the letters and the notices
and so on. At the time the option was granted, had they cured every single item
that you had drawn to their attention and, if not, how could you justify giving them
the option?

Improvement, being on the course of improvement is not the same thing

as curing everything. Had they cured everything?
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Mr. Kennedy. Let me try. You had several questions in a string here. Let
me take them in reverse order, if | might.

Had they cured every option? Absolutely not. As | responded to both |
believe Commissioner Ervin, Commissioner Henke and Commissioner Green, it
was a trajectory.

We had attempted to do other contractors in advance, in prior and did not
get sufficient responses. We saw the trajectory here.

Are we pleased with the separate results? Absolutely not, as | have said.
But you are asking about that specific question of performance as opposed to
conduct. The performance trajectory was positive, given our previous experience
in Afghanistan with other attempts at contractors. That was the decision that was
made.

As | said in my statement, Commissioner, we are interviewing everyone
there--everyone. | think it was right in the earlier part of my statement.

The one thing | also do want to comment on is your remarks about the
Diplomatic Security culture. | am just simply going to, as old friends, respectfully
disagree with you. | do not find a separate Diplomatic Security culture. | do not
find a separate culture of Diplomatic Security that rejects the U.S. national
interest or rejects the goals of the U.S. mission in Afghanistan. I, fundamentally,
disagree with you on that and simply reject it.

For 37 years, | have been in this business, and | have seen the Office of

Security, now the Diplomatic Security Service, engage in difficult and sometimes
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heroic efforts to advance U.S. national interest by keeping operations going in a
diplomatic way, sir.

Commissioner Zakheim. | would say, again as an old friend, it was not
me. | was the messenger. | am simply repeating what | got in an email, and that
tells me because | know you are absolutely sincere and | know how dedicated
you are and it was always a pleasure working with you.

That tells me we have a disconnect somewhere. | take you at your word,
but | also take the person that | heard from in Kabul at his word, and that creates
a massive disconnect that somehow needs to be fixed up because that is in our
interest.

Co-Chair Shays. Thank you.

| yield myself seven minutes.

| would love, Secretary Kennedy, to have some fairly short answers
because | have a lot | want to cover.

First off, it appears that what happens in Camp Sullivan stays in Camp
Sullivan, and the fact is it did not, just like it did not stay in Abu Ghraib. In Abu
Ghraib, we had a military unit run amok. In Camp Sullivan, we had a Charlie
group run amok.

You basically made a very comment in the beginning. You basically said
we did not pay any attention to Camp Sullivan, and some really bad things have
happened, and we take responsibility, and now we are moving on.

| accept that part of the answer, but | want to then just ask you this. We
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learned of these incidents from POGO, the lurid behavior, the intimidation by this
rogue group, and the intimidation is something that is particularly distressful.

We did not learn it from State. We did not learn it from anyone else, and
they learned it first from a lawyer who referred people to POGO.

Something is really off-base when people have to go through a real
different direction. There was no one that they could go to in ArmorGroup and
get their complaint heard honestly. They were punished. There appears to be
no one in State Department they felt they could go to and not be punished. And,
our witness from Great Britain will tell you that he basically was forced to go
because he was trying to stick up for his Afghan employees. So this is what
really concerns me.

| would like to ask each of you, are you aware of any State Department
employee who had knowledge of ArmorGroup employee misconduct before 2008
or after? Is there any story out there that you are aware of that we are not aware
of?

Mr. Moser, and | would like for you to go right now.

Mr. Moser. Well, there were examples of ArmorGroup misconduct, ones
that the company actually discussed with them, and we asked for those
employees to be removed from the contract.

Co-Chair Shays. What kind of conduct was that?

Mr. Moser. Well, there was one. One of the ones was the frequenting of

brothels, and ArmorGroup identified the employees, and we asked for them to be
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removed. They were, at the same time, removed from the contract.

There was other conduct by the person that was trafficking in the
counterfeit goods, and that person was removed from the contract.

And, there were two others that were also removed.

Co-Chair Shays. For the same conduct or different?

Mr. Moser. Different behavioral infractions.

Co-Chair Shays. What type of conduct there?

Mr. Moser. The other two, | do not recall, but | can get back to you with
those.

Co-Chair Shays. Secretary Kennedy?

Mr. Kennedy. Same thing, as information came to our ken, we
immediately had that discussion with ArmorGroup, and the individuals were
dismissed.

Co-Chair Shays. How did it come to your attention, from ArmorGroup or
from someone else?

Mr. Moser. We get it both ways. We do get both things. One of the
things is that you are going to see that there is a dialogue between us. As you
know, there is a dialogue.

Co-Chair Shays. | do not want a long answer. | have so many questions.

Mr. Moser. Okay.

Co-Chair Thibault. Mr. Moser, you say you get it both ways. | know part

of the way is ArmorGroup. What is the other half of both ways?
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Mr. Moser. Well, it is from, the other half is actually from the RSOs on the
ground, and they are going to talk.

Mr. Thibault Okay. So you had disclosure from State people concerned
as well as ArmorGroup.

Mr. Moser. Yes.

Co-Chair Shays. | would like the Committee to be briefed on these other
instances.

Mr. Boswell?

Mr. Boswell. Yes, beyond the human trafficking case that Mr. Moser
mentioned, | was not aware.

Co-Chair Shays. No. He mentioned brothels.

Mr. Boswell. Brothels, brothels is--

Co-Chair Shays. No, no. Let me just clarify. Is there any allegation that
people were involved in either sponsoring a prostitute and somehow being
connected with a brothel or the women?

Mr. Boswell. There are allegations out there that are being investigated by
the Office of the Inspector General.

Co-Chair Shays. Relating to people, employees potentially, doing more
than frequenting a brothel but actually participating?

Mr. Boswell. | do not think | want to get into exactly what they are
investigating.

Co-Chair Shays. Mr. McGlynn, do you have anything to add other than
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these issues that we talked about?

Mr. McGlynn. Relating to?

Co-Chair Shays. Are you aware of any State Department employee who
had knowledge of any events?

We have heard from Mr. Moser who has kind of set us off here. Thank
you. But is there any indication of State employees who were aware of
information and did not act on it?

Mr. McGlynn. No, sir.

Co-Chair Shays. Okay. Let me ask you these questions. How did
flagrant breaches of ArmorGroup’s code of conduct and its contractual
obligations go unobserved and unreported by senior management for months?
Is your testimony, Mr. Kennedy, that basically this conduct was in camp and you
were not in camp, and is that your answer to the question?

Mr. Kennedy. That is the first half of the question, Mr. Chairman. We
were not at camp. We should have been in camp. We are now in the camp.

Secondly, though, in the course -- that is 24 hours, 7 days in residence of
the camp and off hours.

During the course, though, to the best of our knowledge, at this point in
the investigation, we have not determined that any information was given by
anyone to the State Department about these things.

Co-Chair Shays. | got your answer. | have your answer.

Mr. Kennedy. Also, if | could say, sir, we spent a great deal of time
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interacting with the guards while they are duty at the U.S. Embassy, and, in the
course of those interactions, we do not believe at this point that any information
was passed to us then either.

Co-Chair Shays. Why did ArmorGroup supervisors delay reporting news
of misconduct and attempt to intimidate people who might report it?

Mr. Kennedy. | have no idea, other than just to say that is totally
inappropriate.

Co-Chair Shays. They gave you no reason, no justification for why it took
them two weeks in this last circumstance?

Mr. Kennedy. No, they did not, sir.

Commissioner Gustitus. Did you ask them?

Mr. Kennedy. We have told them that is an unacceptable action on their
part, yes.

Commissioner Gustitus. No. The question was did you ask them why
they waited two weeks to give you the information?

Mr. Moser. Yes, we have asked. Yes, we have asked them.

Commissioner Gustitus. What was their answer?

Mr. Moser. We have yet to get a formal answer on that.

Co-Chair Shays. Well, I will just tell you the fact that you have to do
research on why it took them two weeks, that they did not tell you, which leads to
my next question. Why did the State Department display no signs of outrage at

the delayed notice of problems at the ArmorGroup encampment? To me, that in
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and of itself would be grounds for dismissal, and | want to know why no outrage?

Mr. Kennedy. We are outraged by their failure to notify us, Mr. Chairman.

It is among other things. It is in my statement that we are outraged by their

failure to notify us, and we have asked in writing. We have asked in writing for
an explanation--

Mr. Moser. A clarification.

Mr. Kennedy. --for why they failed.

Co-Chair Shays. | got your answer.

Does the lowest cost technically acceptable standard for Department of
State security contracts need to be replaced by a best value standard?

Mr. Kennedy. | believe that, personally, sir, | believe that a best value
standard is always the best in any contracting exercise.

Co-Chair Shays. Which raises the issue. You were basically told by DoD
that they were out of camp and that you would have to provide your own security,
and so you hired Louis Berger as the first contractor in place, to pay about, what,
$8 million a month.

Mr. Kennedy. Louis Berger was in partnership with PA&E, and they were
engaging in construction activities on the camp.

Co-Chair Shays. Is the answer yes? Is the answer yes, that they are the
first that you engaged?

Mr. Kennedy. We sole-source engaged them, yes, because they were

already mobilized.
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Co-Chair Shays. Itis not a criticism. 1 just want a fact.

Mr. Kennedy. Yes, they were mobilized.

Co-Chair Shays. | am trying to demonstrate that, believe it or not, you are
between a rock and a hard place.

Mr. Kennedy. Yes, sir.

Co-Chair Shays. And, you continued with them for a few years, correct?

Mr. Kennedy. While we attempted to execute the first.

Co-Chair Shays. Then you attempted to do the MVM award, and it was
terminated because they were not satisfactory, did not meet?

Mr. Kennedy. They never actually started the contract because they failed
to mobilize.

Co-Chair Shays. So then you hired ArmorGroup?

Mr. Kennedy. We competitively bid, yes, sir.

Co-Chair Shays. So you have, basically, DoD saying we are out of here.
You hire a contractor with a sole source. You have to pay a premium. You know
the Inspector General and Congress are going to be on your backs for paying a
premium.

Mr. Kennedy. Right.

Co-Chair Shays. So then you go through the contract process, and then
you have to deal with lowest cost technically acceptable.

Mr. Kennedy. Correct.

Co-Chair Shays. Now, in your own mind, was your attitude, my God,
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where do we go from where, if you had to terminate them?

| guess what | am asking, do you, in your mind, feel that your choice was
working with a group that was doing marginal at best and going out and what is
the process if you went out?

We are trying to understand should there be a difference in contingency
contracting that is different than when you have to hire somebody in a non-war
environment?

Mr. Kennedy. Absolutely.

Co-Chair Shays. And, are you stuck with having to deal with a non-war
environment in a war environment and does that make the job foolishly difficult?

And, | will have one last question.

Mr. Kennedy. | agree.

Co-Chair Shays. Okay. Then the last question is this, and this is more
fundamental. In a wartime environment, is providing security for U.S. Embassies
an appropriate function to be delegated to contractors?

Should it be military or should it be a combination of military and
contractors? For instance, State oversees the security folks who take diplomats
around. It is contractors who are the State employees in charge.

Should there either be all government or a combination of government or
are you happy to continue to work things out if you could have a best value
standard?

Mr. Kennedy. This is the question the Secretary has asked us to look into.
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We are looking into it, Mr. Chairman.

We certainly, | personally, certainly, am very much in favor of the best
value standard. In fact, Eric Boswell and | were on the review panel in Iraq that
made the recommendation that there be a State Department Federal agent with
every convoy moving in Iraqg, which is why we have assigned a State Department
Federal agent to be in residence at Camp Sullivan.

Co-Chair Shays. Mr. Thibault.

Thank you. Thank you all.

Co-Chair Thibault. Thank you, Commissioner.

A couple observations and one question, one, | agree with you on best
value. Technically acceptable lowest price has been described to us several
times as a rush to the bottom, and sometimes the bottom is not what you want,
and that is an observation.

Secondly, | would like to reinforce Commissioner Green’s teasing out
properly that at the Baghdad Embassy you really do not have these issues with
site security. You outlined it. We have not heard of any--essentially, different
country, different war, different emphasis, high risk. We are not about putting a
Good Housekeeping Seal of Approval on anyone, but, if Triple can get it right and
another cannot, there is an awful big lesson in that by itself.

Last observation, and it ties into my question for you which is going to be
about State Department employee performance, | wrote down on my notes:

Wow. We have heard this morning about brothels. We have heard about human
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trafficking with this company. We have heard about lurid parties.

| would suspect that Jimmy Buffett, they call it a Jimmy Buffett party. |
guess they dress up like Caribbean or something, but | would suspect that Jimmy
Buffett would take great issue of having his name put with those photographs as
a party. | would, and | suspect he would.

We have had two others that we will get that are apparently out there, but
we have so many of these things, that we will get it for the record.

And, last of all, | want to reemphasize the local-national issue. | visualize
a cafeteria worker. Now we do not have pictures of this because apparently they
did not have the camera with them. Otherwise, there might have been.

A cafeteria worker comes out. Five guys come into the cafeteria very,
very late, liquor bottles in their hands. That has all been confirmed, accredited.

| like to visualize, visualizing he grabbed the individual like that. He
touched his bottom. | guess that is a mundane way of saying of it.

And, he said in graphic words that certainly cannot be repeated--he used
the word boy--you are the kind of boy that | would like to take back to my
quarters.

To me, it is just totally out of control, and it has been going on for a long
time.

My question is this. We are at the end of having gone through this
personally for years and years in my career, 11 of which as the number two guy

in a Federal organization with 4,000 or 5,000 people. We held regional directors
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and audit managers and auditors responsible if for extended periods of time
there were not, under their watch, whether you want to call it asleep at the switch
or not doing their job or whatever.

We are in the performance cycle, and we have issues with Armor, and we
are going to hear and explore them more. But accountability is critical to any
organization.

My question is as you finish your documentation, it is going to fill a flow
chart, everything that happened. We are at the end of the performance year right
now, 30 September. Are you going to hold the State Department employee?

You know it is bonus time. It is the equivalent. | know you have different
pay grades of SES performance bonuses. Some of those are very, very high.
There were people in charge. There were contracting officer representatives,
that, gee, this has been going on almost a year. Are you going to hold those
individuals accountable?

Mr. Kennedy. If we discover, sir, that there was failure, absolutely, we will
hold them responsible. Absolutely.

Co-Chair Thibault. Itis just critical. | say that because it does not go both
ways.

Thank you.

Co-Chair Shays. Commissioner Ervin.

Commissioner Ervin. Mr. Kennedy, Secretary Kennedy, | want to get back

to this whole issue of the reason for exercising the first option and the second
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option and what you said in response. The first round, basically, is that the
trajectory was up, that before you exercised the first one there had apparently
been a record to your satisfaction, to the State Department satisfaction that
ArmorGroup was performing.

There is a time line that our staff has put together of various problems with
the contract, and feel free to take issue with any one of these instances. But,
according to our time line, just take the year 2008:

In January, the State Department learned that ArmorGroup had been
using government-issued weapons when the contract required them to use their
own weapons.

January 24, the State Department asked that the logistics manager be
taken off the contract.

March was when that unannounced inspection found 18 vacant guard
posts, as | said, some for as long as 3 hours.

April, I think it was the second of April, two former ArmorGroup employees
sue the company, alleging that they had been fired after raising concerns about
embassy security.

On April 30, the State Department sends a letter to ArmorGroup,
identifying other problems including a lack of language proficiency. There were
15 recurring deficiencies and 4 new ones, and the State Department said that
ArmorGroup had failed to correct many of the deficiencies from 2007.

On June 12, Wackenhut submits a corrective action plan, does not
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implement it but submits it.

And then, in July, you renew the contract.

Again, if you have an issue with any of the instances that | just raised with
you, then tell me. But, if this time line is accurate to the best of your knowledge,
is that the upward trajectory that in your judgment justified exercising the first
option?

Mr. Kennedy. If you take those incidents in conjunction with the staffing all
the posts and then that is the combination of events, Commissioner.

Commissioner Ervin. | am not sure | understand that answer, but let’s
take this year, 2009:

In the spring, there was that reconnaissance mission that we talked about
earlier, Operation Snack Pack.

In March, the State Department tells ArmorGroup that it has grave
concerns about the sufficient number of guards.

On April 1st, the State Department denies ArmorGroup’s request for a
waiver to meet language proficiency requirements. A huge number of the
Gurkha guards apparently cannot speak English well enough to understand
instructions.

And then, of course, there was this June 15 party, which our
understanding is the State Department was not aware of at the time.

But all of these incidents happened this year, leading up to the renewal,

the exercising of the option for the second year. Was this an upward trajectory in
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your judgment that justified exercising the option the second time?

Mr. Kennedy. Commissioner, two of the three things you cited, the
reconnaissance and the totally inappropriate parties were unknown to us when
we made the award. For example, on the language training, the language
capability, the trajectory was up on language training. Language proficiency,
excuse me.

Commissioner Ervin. What do you base that on? Is there some
document that establishes that the language proficiency was up at that time?

Mr. Moser. Well, yes, there was. ArmorGroup presented us with a plan
which was followed up on by the RSOs at post, and also my understanding is by
the program management reviews that Diplomatic Security conducts quarterly,
that we had pointed out to them that we were disturbed by the language
inadequacies and that they gave us a credible enough plan that we followed up
on. They gave us a plan in March. We followed up on it, and by July we were
satisfied that this was sufficient.

Commissioner Ervin. All right. |1 would like to see all of the documents
that substantiate that. Would you supply those for the record?

Mr. Moser. Sure.

Commissioner Ervin. Now | want to ask about this investigation that is
ongoing. Of course, | am not going to ask about the details of it, but you said that
you are not going to make a determination as to whether to terminate this

contract or at least to pledge that you are not going to exercise further options,
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which is essentially the same thing, until the investigation is done. That is
reasonable, | think it is fair to say.

But let me ask this. If the investigation, and | hope it proceeds at pace,
and | assume that it is. If the investigation establishes that all of these
allegations that we have been talking about and the allegations that bring us here
today are true, will you pledge to terminate the contract?

Mr. Kennedy. Commissioner, it is very, very hard for me to state a
hypothetical. We do not know what the investigation will say.

| can say this. | can imagine facts unearthed in the investigation that
would cause us to immediately terminate the contract.

Commissioner Ervin. So you are saying that the facts that have already
been alleged, if substantiated, would not be sufficient in your judgment?

Mr. Kennedy. No.

Commissioner Ervin. There would have to be additional facts, is that what
you are saying?

Mr. Kennedy. No. No, sir. | just wanted to see the material on a piece of
paper, and then | would, I will act.

Commissioner Ervin. But, again, if the investigation substantiates the
allegations that we are aware of now, would that be sufficient in your judgment
for the State Department to terminate the contract?

Mr. Kennedy. So far, the only facts that are totally in evidence | guess are

the three parties. Is that what you--1 want to make sure, Commissioner, that | am
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responding to the exact question you are posing.

Commissioner Ervin. Yes, yes, the three parties against the backdrop of
everything else we have been talking about in 2007, 2008 and 2009.

Co-Chair Shays. If | could just inject, add to that, that it took them two
weeks to notify you. That, | think, goes with it.

Mr. Kennedy. Agreed. If you add that in, Mr. Co-Chair, | think that we are
seeing a very, very serious case being made for termination.

Co-Chair Thibault. And, if I might, if you find out that in fact it was longer
than two weeks that very senior management knew, that would just compound
your concern.

Mr. Kennedy. It would. When we hire a contractor, we are hiring them to
provide a service or a good and to manage the delivery of that service or good.
And, the failure on the part of management is a serious, absolutely serious in my
mind, and | will use the word as a non-lawyer and as non-contracting officer, a
breach of their responsibility to us.

Commissioner Ervin. | have three or four other short ones, and I will be
done, Mr. Chairman.

What is your understanding? | will start with you, Ambassador. What is
your understanding, Ambassador Boswell, as to the time line, the expected
completion date of DS’s part of this investigation?

And, any one of you, starting with Secretary Kennedy, what is your

understanding of the time by which the State Department Inspector General’s
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investigation will be done?

Is this going to be weeks long? Is it months long? When do we expect to
have this investigation completed?

Mr. Boswell. Without pinning down, sir, a precise time, we have a very
senior DS officer that is out there now, looking at the work that the embassy has
done, and | will have a better idea when he comes back and tells me.

Commissioner Ervin. Okay. The IG one?

Mr. Kennedy. As you know, Commissioner, there is no State Department
officer not from the 1G who is going to sit here and tell you when the Inspector
General is going to be done. | simply do not know, sir. That is a question you
would have to ask the Inspector General.

Commissioner Ervin. All right, two or three other quick questions.

Co-Chair Shays. They need to be fairly quick.

Commissioner Ervin. All right, then one final quick question. On this issue
of the technically acceptable lowest price, has the State Department sought
statutory relief?

You acknowledge that it is a problem and that it was a key problem here.
Have you tried to work with Congress to get legal relief?

Mr. Kennedy. There have been discussions, yes.

Co-Chair Shays. Thank you.

Commissioner Green.

Commissioner Green. Do all security contractors live at Sullivan or just
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the static guards?

Mr. Kennedy. Just the static guards.

Commissioner Green. Where do the others reside?

Mr. Boswell. There is a separate camp for the body guards, sir.

Commissioner Green. Okay. Is that nearby?

Mr. Boswell. About a mile from the embassy, sir.

Commissioner Green. Okay. We have heard from several folks that
weapons and alcohol do not mix. Would the Department give consideration to
looking at whether or not alcohol sales to employees or contractors who carry
weapons should be authorized or not authorized?

Mr. Kennedy. That is one of the issues that we are dealing with now, yes.

Commissioner Green. Okay. As you know, within every contract, there
are certain administrative and technical requirements. There are also
requirements within those contracts for certain conduct by a contractor. We are
very quick to bring to the attention of a contractor, the technical and
administrative deficiencies. My question to you is when does conduct kick in, in
evaluating a contractor?

Mr. Kennedy. | would say, Commissioner, immediately when information
is brought to our attention. As Mr. Moser outlined, there were several earlier
incidents brought in, like we had heard that an employee of ArmorGroup North
America was buying counterfeit clothing that was marked inappropriately. As

soon as that was brought to our attention, we said that had to end. So conduct
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and delivery of services are both incredibly important in evaluating whether or not
a contractor is fit to continue to provide the service.

Commissioner Green. | just want to make sure that actions by the
contractor receive the same amount of scrutiny and weight, despicable actions
by a contractor receive the same weight as do inadequate gym equipment.

Mr. Kennedy. | would say, sir, that it receives more weight.

Commissioner Green. | hope so.

Mr. Kennedy. Significantly more weight.

Commissioner Green. Thank you.

Co-Chair Shays. Thank you.

Ms. Gustitus.

Commissioner Gustitus. Thank you.

We received a document from the Department of State that listed various
allegations regarding the embassy contract. It refers to allegations that were
brought to the government’s attention by a former AGNA employees who alleged
that they were wrongfully dismissed by ArmorGroup, and all of the allegations
allegedly were addressed at this June 27th, 2007 meeting with the contractor.

So these were two kind of whistleblowers from ArmorGroup who brought
these allegations. When you read through these allegations, it looks like a lot of
these allegations were legitimate, from what these two whistleblowers said.

Allegation Number 6 says AGNA or ArmorGroup’s training program for

new hires was plagued, and that is the word, plagued with hazing and
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intimidation of students. The response to that says that ArmorGroup
acknowledged that there was a report of this type of behavior but that allegations
could not be substantiated, and then the State closed that issue. So you
accepted ArmorGroup’s statement that they could not substantiate those
allegations.

Well, this looks like an indication of the kind of attitude and culture that
was in ArmorGroup, if they are talking about being plagued by hazing and
intimidation of students. And, | want to know what State did, if anything, to follow
up on ArmorGroup’s claim that they could not substantiate those allegations?

Mr. Kennedy. We actually conduct reviews at their training facilities.

Mr. Moser. There have been five done.

Mr. Kennedy. And so, we have seen no, we saw no evidence of hazing in
the visits that we made to their training centers.

Commissioner Gustitus. Those were visits that they knew you were going
to make, | assume, but they are not going to do that.

| mean did you talk to trainees or reach out to some of the employees to
see if they were aware of those hazing incidents?

Mr. Kennedy. The regional security officers and the assistant regional
security officers in Kabul engage in discussions on post with the employees at all
times, ma’am.

Commissioner Gustitus. Well, this would not be on post. This would be at

the training center.
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Mr. Kennedy. I think when you get the person away from that
environment, they are more, and they are away from--

Commissioner Gustitus. So you were satisfied that there was not hazing--
you, personally. | mean State did its own analysis and decided that hazing was
not there.

Mr. Kennedy. State came up with no evidence of that.

Commissioner Gustitus. Okay. | want to ask you when State knew about
the Snack Pack reconnaissance mission.

Mr. Kennedy. In the--

Commissioner Gustitus. This occurred apparently in May of 2009, when
the Section C or whatever group it was of ArmorGroup went out and dressed like
Afghans and went into this building to watch traffic on the highway or something
like that, which was deemed to be a very dangerous situation and possibly life-
threatening to some people.

Mr. Kennedy. We found that out in the POGO letter.

Commissioner Gustitus. So that was the first you had heard about it?

Mr. Kennedy. To the best of--

Commissioner Gustitus. Did you ask your RSO who was on the ground at
the time whether he had heard of or knew about that reconnaissance mission?

Mr. Boswell. Yes, we did, and | would like to point out that during that
period, when that reconnaissance mission took place, all posts were staffed.

This apparently was done by ArmorGroup people who were off duty.



81

Commissioner Gustitus. Why? | was assuming it was.

Co-Chair Thibault. Linda?

Commissioner Gustitus. Yes.

Co-Chair Thibault. Can 1?

Commissioner Gustitus. Yes. | had a question.

Co-Chair Thibault. On this, do you condone that?

Mr. Kennedy. Absolutely not.

Co-Chair Thibault. Off-duty or not, dressing up?

Mr. Kennedy. Absolutely not.

Co-Chair Thibault. | mean we talked about safety.

Thank you.

Commissioner Gustitus. | am just so curious about how this RSO does
not know what is going on, on the ground.

The party on June 15th was a bonfire. They got in costumes. It was fairly
elaborate. It was something that if you went into that camp the day after, two
days after, you would think people would still be talking about it. They would
know about it. It was not a hidden thing in one of these bunker parties or
something. It was outside in the open.

Similarly, if a group goes out and dresses up as Afghan nationals, that is a
pretty exceptional circumstance, | hope, and people would be talking about it or
knowing it had happened. Yet, this RSO who was on the ground and the

assistant RSOs did not have a clue about the June 15th party or the
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reconnaissance mission. Does that not surprise you?

Mr. Kennedy. It clearly establishes, Commissioner, what | said earlier,
that we failed to assign an officer to live on that compound, to monitor what was
going on, 7 by 24.

Commissioner Gustitus. Yes, but they talked to the embassy guards
when they were at the embassy. Could they not have talked? Could it not have
come out in that context even?

Mr. Kennedy. All the interviews that we have done to date, none, no one,
no one of the one hundred and sixty-five contract employees who we have
interviewed reported that they ever mentioned anything about any of these
incidents to anyone from the embassy.

Commissioner Gustitus. Well, it is probably because of posters like the rat
poster that was going on, subsequently.

Co-Chair Shays. Are you all set?

Commissioner Gustitus. | am.

Co-Chair Shays. | am going to follow up on some of her questions
because | think they are right on target here.

Commissioner Henke. Would you like to now?

Co-Chair Shays. 1 just need, thank you, one little point. It is not a little
point.

If you had indications of hazing, that says you have got a problem, and,

Secretary Kennedy, you are basically saying you found no evidence. Yet, you
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did not really have anybody on base. So finding no evidence seems to me like
maybe you were not looking for it. That is what | wrestle with.

So | will go to you, Mr. Henke.

Mr. Kennedy. If | could, Mr. Co-Chair, the hazing accusations that are
outlined in Commissioner Gustitus’s statement were hazing that was taking place
at the training camp, not at Camp Sullivan.

Co-Chair Shays. By whom? What was the hazing? Who was it being
done by?

Mr. Kennedy. The accusation is it was being done by the training program
for new hires.

Co-Chair Shays. By ArmorGroup?

Mr. Kennedy. Yes, by ArmorGroup.

Co-Chair Shays. Well, okay.

Mr. Kennedy. In a camp in Texas.

Co-Chair Shays. Okay. Thank you.

Mr. Kennedy. Not defending it. Just saying, to give the context.

Co-Chair Shays. It was not on base?

Mr. Kennedy. It was not at Camp Sullivan. It was not at the embassy. It
was not in Afghanistan.

Co-Chair Shays. Thank you.

Mr. Kennedy. It was at a camp in Texas.

Co-Chair Shays. Okay.
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Commissioner Henke, you have the floor.

Commissioner Henke. | would ask all of our State witnesses to stay for
the other two panels, and their supporting staff. | know you are busy. | know you
have a lot of things to do, but I think it is important that you hear what our other
witnesses have to say. And, as a courtesy to the Commission, | would ask you
to stay for the duration of the hearing.

Mr. Kennedy or Mr. Moser, | understand that the contractor, Wackenhut
here, is losing money on the contract. Is that right? They say they are losing
money.

Mr. Kennedy. They have submitted no documentation to the State
Department for equitable adjustment. In fact,--

Commissioner Henke. Let me, my other question, though, is they say
they are losing money. lItis a public record. In the June hearing, they say they
are losing money, right?

Mr. Moser. Mr. Henke, it is true that in the public record they did. They
have been in to talk to me about it. | told them what I told, | told them what the
contracting officer has: We are awaiting your formal documentation.

Commissioner Henke. Okay. If they submit what is known as a Request
for Equitable Adjustment, an REA, that means it is really their way of saying: |
am up against the wall. 1 am losing money. | need some help.

What that means is they are asking you, State, to pay them more. Are

you going to entertain from Wackenhut, AGNA here, a request for more money
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on this contract?

Mr. Moser. What we would do in most instances when this happens in
other guard contracts, and it does, the usual course, we tell them: You bid on it.
You have to. You bid on it. This was your correct amount. This is what you said
you could do this for.

Unless there is a change in circumstances, a material change, we do not
adjust the amount that is paid. So, usually, the alternative to do is we do this.
Like I say, in the other guard contracts we handle, it is to let the current option
year expire and then go out for new competitive bids. That has actually
happened simultaneously, Mr. Henke.

Commissioner Henke. So, if they submit an REA, you are required to and
have to adjudicate it.

Mr. Moser. We have to look at it, but our--but what our attorney would
say, and when we went through this with the contracting officer and the attorney
is actually do the price analysis and then see that under the terms that they bid
on it, under the contract proposal that they made, whether these would be
allowable.

It rarely is allowable. In the most cases, it is usually because locally-
mandated wage adjustments which do not apply in this contract.

Commissioner Henke. Okay. | want to get at this issue of low price
technically acceptable. In non-Beltway terms, | guess you would call--

Co-Chair Shays. 1 think this needs to be the last area.
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Commissioner Henke. Okay. | would ask for two more minutes.

Co-Chair Shays. That is fine.

Commissioner Henke. In non-Beltway terms, | think that would be called a
low-bid contract. Fair? | mean in a colloquial term.

Mr. Kennedy. Mr. Commissioner, all contracts are low bid. There is
always a low bidder. In any contract where there are bids put out, there is
somebody who bids lower than the other bidders.

Commissioner Henke. But | am not trying to characterize. | am actually
trying to help you. | think your hands are bound by law.

Mr. Kennedy. Correct.

Commissioner Henke. By law, State has an authorization to accept the
low price technically acceptable contractor, but | think it is important that we
understand this. Technically acceptable means that the contractor is just pass.
Pass-fail? They pass.

It does not allow you to exercise judgment that this vendor came in with a
Grade A proposal and this vendor came in with a Grade C or D proposal, right?
They are just acceptable. They both pass.

Mr. Kennedy. That is correct. They both deliver on the contract
specifications.

Commissioner Henke. Right.

Mr. Kennedy. One may have proposed a better way of doing it, but if their

price is higher we are unable to accept their better way of doing it.
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Commissioner Henke. Right. If Company A comes in with a Grade A
proposal and they propose $1.1 million, and company D comes in a with Grade D
proposal, but it is still technically acceptable, at $1.0 million, you have to pick
Company D.

Mr. Kennedy. That is correct.

Commissioner Henke. You have to, by the law.

Mr. Kennedy. Provided that they both meet the technically acceptable
definition, yes, sir.

Commissioner Henke. You cannot decide, even in a wartime
environment. In a war, let’s be plain. In a war, you cannot decide to pay a little
more for a lot more quality.

Mr. Kennedy. That is correct.

Commissioner Henke. Have you submitted a legislative proposal to the
House and Senate to change that law?

Mr. Kennedy. We are in discussions within the Executive Branch on this,
Sir.

Commissioner Henke. So you have not submitted to the Congress a
legislative change?

Mr. Kennedy. We are still. We have been. We are in discussions within
the Executive Branch.

Commissioner Henke. Okay. So you are thinking about it, but it has not

gotten up to Congress yet, fair?
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Mr. Kennedy. There has been. There is no bill at the moment for a State
Department authorization for the next cycle.

Commissioner Henke. | am going to end with a statement. | think the law
makes no sense in peacetime. In war, | think it is egregious that you have no
flexibility, you have no ability to apply your judgment and pick who you think is
the best vendor, even at a little more price.

What do you think, Mr. Kennedy?

Mr. Kennedy. My personal opinion is you are absolutely right,
Commissioner.

Commissioner Henke. Okay. Thank you.

Co-Chair Shays. Thank you.

| want to just close up. | just would like to put on the record some points
and ask for response.

To me, what is so outrageous besides the lurid behavior is, number one,
the intimidation of people on camp--the intimidation of people on camp both in
terms of just enjoying intimidating them and then intimidating those who might
speak out.

There appears to be no one the aggrieved felt they could speak to who
could hear their grievance, no one in the company, no one in State. So what do
they do?

Well, they may have some knowledge that they can turn to an outside

private group. So they turn to private lawyers who refer them to Danielle Brian.
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She is the Executive Director of the Project on Government Oversight.

That, clearly, is a breakdown. We are here today because people had to
go outside of channel because they could not go through the company, they
could not go through State. So they had to go outside the channel.

And, | am struck by the fact if there were not pictures all of this stuff would
be continuing. It would be like, well, we do not see any problem. There is none.
To me, that is what is so outrageous.

| try to put myself, Secretary Kennedy, in your position. | think that State
learns to just express everything in diplomatic ways, but there are some times
that the diplomatic ways just do not cut it. This is such an outrage.

| think the Secretary, Secretary Clinton, made it very clear. Whoever is
involved in this is fired, out. | think that is the tone that needs to seep all the way
down

| want to say that | am troubled that the regional security officer who was
there in December of 2008, June of 2009, August 1st and 10th of 2009 left. And,
| want to ask for the record, did this individual have any knowledge of any of this
activity?

Mr. Kennedy. He was asked, Mr. Chairman, and he did not, and he left at
the normal end of his rotation, at the normal end of his assignment.

Co-Chair Shays. So he was not asked to leave because he knew
something that you do not want.

Mr. Kennedy. His assignment, his rotation, you are assigned--
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Co-Chair Shays. Okay. | am going to note for the record that all of you
agreed with that statement, but | would just like you to say it.

Mr. Moser?

Mr. Moser. Well, | actually had a discussion with the regional security
officer in Kabul in June, and | discussed with him the performance of the
contract, and he did not mention any of these conduct issues.

Co-Chair Shays. And, you are not aware that he had any knowledge.

Mr. Boswell?

Mr. Boswell. | am not aware that he had any knowledge, sir.

Can | clarify?

Co-Chair Shays. Yes.

Mr. Boswell. He left in, | think it was July before the guard--

Co-Chair Shays. Before the August parties.

Mr. Boswell. Before the parties had happened.

Co-Chair Shays. Okay. The record needs to be clear.

Commissioner Gustitus. He left. The party was June 15th.

Mr. Boswell. Right. He left in July, before the August parties.

Commissioner Gustitus. So he was there for June 15th party.

Mr. Boswell. Yes, he was.
Commissioner Gustitus. And, he was there for the December party.

Mr. Boswell. Yes, he was.
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Commissioner Gustitus. He was there for the May reconnaissance
mission.

Co-Chair Shays. Okay. But | had misstated August 1st and August 10th,
and you are correcting me on that part, but my colleague is right there.

Well, it is important that someone stay.

Yes?

Mr. Kennedy. It is our plan, Commissioners, that we will remain.

Co-Chair Shays. Thank you.

Commissioner Henke. Thank you.

Co-Chair Shays. Thank you very much.

Again, | am going to state for the record that you have been incredibly
cooperative in giving us the opportunity. | know they are tough questions to ask
you. So you fed some of the questions directly or indirectly by giving us the
opportunity.

We all know we have got some work to do here, and we will look forward
to working together with all of you.

And, | do want to say that no one questions your patriotism, your hard
work, your absolute love and devotion for our Country, and we realize that some
of the challenges you have faced are not of your own doing. That is part of the
reason why we are here, to suggest changes, and we look forward to doing that.

So, thank you all very, very much.

Mr. Kennedy. Thank you.



92

Commissioner Henke. Thank you.

Co-Chair Shays. May we have our next panel: Danielle Brian, Executive
Director of the Project on Government Oversight.

We will have a four-minute, five-minute recess, but they can come up to
the dais.

[Recess.]

Co-Chair Shays. | would like to call this hearing to order.

Before acknowledging our witnesses, | want to put on the record our
gratitude to the House Oversight and Government Reform Committee--as you
know, we are a legislative committee of Congress--to Chairman Ed Towns and
Darrell Issa, the Ranking Member, of the House Oversight and Government
Reform Committee and also Chairman John Tierney and to Jeff Flake, the
Ranking Member of the Subcommittee on National Security and Foreign Affairs.
They have not only provided us the space, but they have been very interested in
the work of this Commission.

And, obviously, to Senator Claire McCaskill, she initiated this hearing, and
she has just been absolutely integral in the work of this Commission, and we
thank her as well as the Ranking Member of the full Committee on Oversight,
Senator Collins.

So, with that, we have as our second panel Danielle Brian, Executive
Director of the Project on Government Oversight, referred to as POGO, and Mr.

Terry Pearson, former Operations Supervisor, Kabul, Afghanistan, for RA
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International, the largest subcontractor on the Kabul security contract.

With that, if | could ask both of you to stand, we will swear you in.

Raising you right hand. Do you solemnly swear or affirm that the
testimony you will give before this committee is the truth, the whole truth and
nothing but the truth?

Mr. Pearson. | do.

Ms. Brian. | do.

Co-Chair Shays. Note for the record, our witnesses have responded in
the affirmative.

Notwithstanding the request of the Committee, | gave the option to our first
panel, if they needed to, that they could leave. | feel a little guilty having all four
stay. They said this is such an important issue to them, that they intend to stay
and hear the second and third panels. So | want that to be on the record, and it
is very appreciated that they would take the time to do this.

We are going to start, | think, with you, Ms. Brian.
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TESTIMONY OF DANIELLE BRIAN, EXECUTIVE DIRECTOR,
PROJECT ON GOVERNMENT OVERSIGHT

Ms. Brian. Thank you very much, Chairman, and thank you to the
Commission for so quickly taking up this matter.

The issue here is really not about obscene pictures and drunken men. It
is about a contractor that has been entrusted with a profoundly important
mission--protecting our diplomats and embassy in an increasingly violent war
zone--and a Federal agency that has utterly failed to oversee that contractor.

What is truly obscene is that ArmorGroup knowingly underperformed in its
mission in order to maximize its profits, endangering the diplomats and its own
employees in the process, and the Department of State knew about it.

We now know that as far back as 2007 an earlier generation of
ArmorGroup whistleblowers vigorously pressed management to address all the
concerns that have been raised today. When these concerns were dismissed by
ArmorGroup, the whistleblowers reported the misconduct to a State Department
official. They were fired the next day.

This may answer some of the questions you have about why other
whistleblowers later did not go to the State Department. Not only were those
people fired, but the State Department never followed up to interview any of
those claims that were being made back in 2007.

Fast forward to August, 2009, when POGO started hearing from

ArmorGroup guards. We discovered a demoralized workforce in crisis because
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they feared they were incapable of properly carrying out their mission. Because
ArmorGroup failed to hire an adequate number of guards, leave was often
revoked and the guards were onl14-hour day work cycles for as many as 8 weeks
in a row. The guard force commander himself described the entire guard force
as sleep-deprived.

In another contract violation, most of the Gurkhas, who make up two-thirds
of the guard force, required translators when communicating with their English-
speaking colleagues.

Then we have the deviant behavior and the hazing of the new recruits,
many straight out of our own military but who also drew Afghan national
employees into behavior forbidden to Muslims.

All this in a conservative Muslim country, creating exactly the kind of
Sodom and Gomorrah the Taliban depicts America to be.

| have to say | am disturbed that so far in this hearing, as Commissioner
Ervin, State Department kept trying to limit the issue to two or three parties. The
downside to having those photos is it makes it easy to focus just on those
parties, overshadowing what we think are equally significant issues. But | also
find it amusing because we actually have photos of other parties of other dates,
and we are happy to share whatever is of interest to the Commission.

But, for the past two years, the State Department’s response has
consisted mainly of written reprimands and the renewal of ArmorGroup’s

contract. Weak government oversight creates festering sores. That breeds



96

misconduct as we see in this case.

Frankly, infuriatingly, in response to the recent revelations, the State
Department continues to repeat baseless statements that at no time was security
jeopardized. Based on what facts can they possibly make those assurances?

As some of the Commissioners have noted, four times between June 7th
and March 29th, the State Department itself told ArmorGroup that the inadequate
number of guards Aput security in jeopardy, Anegatively impacted the security
posture, caused Aserious and grave concerns, and Agravely endangers the
performance of guard services.

Nothing has changed since those statements were made. Yet, the State
Department is now assuring the Congress and the Wartime Commission that
security at the embassy is sound?

| have last week’s shift schedule. | know they are still operating on a
schedule that their own commander described as unsustainable.

These public assurance by State are not supported in fact and make clear
the Department does not yet recognize its own role in this public policy failure.

The ongoing failure of two-thirds of the guard force to speak English
adequately and the deviant hazing also directly affect the security of the
embassy. Inability to communicate with each other renders the guard force in an
impossible situation if they are called on to respond to an attack.

And, with regards to the hazing, let me quote one of the guards himself.

He wrote to us: Al am convinced the greatest threat to the security of the
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embassy is the erosion of the guard force’s trust in its leadership and, ultimately,
the Department of State.

The drain on morale along with the systemic retaliation against guards
who did not participate in the unprofessional activities has resulted in a near 100
percent annual turnover rate. This turnover rate feeds back into the guard
shortage that causes the excessive overtime. So these other issues do in fact
have a direct impact on security.

Furthermore, Under Secretary Kennedy’s statement to the media that
most of these problems were identified in State Department correspondence with
ArmorGroup and, therefore, Athere was oversight present makes a mockery of
oversight, unless what he meant was the other meaning of oversight which is
meaning to overlook. Simply documenting a problem, and even imposing a fine,
is not effective oversight if the problems continue to occur.

The failed oversight also extends to the State Department’s Inspector
General whose office, we now know, was contacted two years ago by Senator
Lieberman’s staff. Yet, they never interviewed the whistleblowers to determine
the extent of the problems.

Additionally, in testimony before the Senate in June, ArmorGroup’s parent
group Wackenhut's Vice President, Sam Brinkley, provided testimony that was
also inconsistent with the facts. He asserted that the guard force for the U.S.
Embassy had been fully staffed since January. However, that March, nearly 50

guards stood before him at Camp Sullivan to point out the guard shortages that
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required them to be overworked and have their leave revoked. And now,
Wackenhut is taking some of their guards from our U.S. nuclear weapons
facilities to try to patch up this guard shortage.

At that hearing, State Department Deputy Assistant Secretary Moser
echoed Wackenhut's false assurances.

Who will hold these officials accountable?

Even if, as POGO has learned, the State Department is planning to
transition security of the U.S. Embassy, Kabul, from ArmorGroup to trained
Afghan nationals over the next three years, that does not solve the problem, nor
does simply cancelling the ArmorGroup contract which we believe should be
done, or even debarring ArmorGroup or their parent company, Wackenhut, from
future government contracts which we also believe should be done.

No matter what, there needs to be an enormous culture shift in the State
Department. At least three problems need to be fixed:

First, the State Department’s regional security officers must rotate less
frequently, and we are glad to know they are now having a presence on Camp
Sullivan.

Second, the State Department must stop taking contractors’ reports of
compliance at face value and independently verify contractors’ compliance.

Third, the culture at the State Department must change to one that
prioritizes accountability by disciplining the State Department, as Mr. Thibault

was questioning, who are responsible for the failed oversight of the ArmorGroup
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contract.

And, finally, it may be necessary to bring the military in to oversee the
performance of the security.

The largest question is whether or not the security of the U.S. Embassy in
a combat zone should be identified as an inherently governmental function and
therefore ineligible to be contracted out, and we, frankly, do not know the answer
to that. On the one hand, the use of private contractors for security in a combat
zone poses several dilemmas, but primarily the inherent tension between the
effective performance of a mission and the financial interest of the contractor.
On the other hand, the U.S. Military is tied up fighting two wars.

On a final note, | would like to thank the more than 20 whistleblowers who
came forward at great personal risk. The risk they took and continue to take is
breathtaking. In return for their bravery, they have been called rats by some of
their colleagues, woken up to posters on their doors with threats to their jobs and
families, all while working 14-hour shifts and literally have bombs explode outside
the gates of their compound.

In response to the scandal, the State Department did ask ArmorGroup to
remove all the supervisors on this contract. However, incredibly, those
supervisors, after being fired, were not actually removed for days and continued
to act in their official capacity, creating an untenable work environment for the
many whistleblowers still on the guard force.

As of today, not all the bad actors have been removed, and retaliation
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continues. State has issued warnings that retaliation will not be tolerated. But
what will they actually do to protect the whistleblowers?

| continue to lose sleep, worrying about them. But from their public
comments, however, | sense the State Department is perhaps losing sleep,
focusing more on their own reputation.

Another step towards healing this wound would be for the State
Department to rehire the whistleblowers who were forced to resign or fired in
retaliation simply for raising concerns or refusing to participate in the misconduct.

Thank you again for looking into this matter, and | look forward to
answering any of your questions.

[The prepared statement of Ms. Brian follows:]
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Co-Chair Shays. Thank you, Ms. Brian.

Mr. Pearson, | just want to say before | recognize you that | view you as a
real hero.

| have had two now extensive conversations with you, and the staff has as
well. | appreciate your candor, your straightforwardness, your concern about the
men and women who worked for you.

| am sorry you have had to go through what you have gone through, and,
if I could just say this, any company that is looking for a good man should hire
you.

Mr. Pearson. Thank you, sir. Thank you.

Co-Chair Shays. Mr. Pearson, you have the floor.
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TESTIMONY OF TERRY PEARSON, FORMER OPERATIONS
SUPERVISOR, RA INTERNATIONAL

Mr. Pearson. Well, first of all, sir, | would like to thank you and the rest of
the Commission for inviting me here to speak.

And, | do apologize to anyone that finds my accent hard to understand. |
will try to speak slowly.

| am a 50-year-old man, and | spent 23 years in the British Army and
retired in July, 1999, as a Warrant Officer, Class Il.

Since January, 2004, | have worked in Iraq and Afghanistan in various
management roles. | started work at Camp Sullivan in June, 2008. | was a
project manager for RA International, a subcontractor for ArmorGroup North
America. | managed a staff of 90 and the vast majority of which were local
nationals, and this was in support of dining facilities, maintenance, housekeeping
and the cleanliness of the camp.

Almost immediately after | took over this post, | was warned: Never go to
any party that Charlie shift has.

As you know from the pictures that have been prominently displayed
around the world, both as a military officer and a contractor, | have never seen
anything as disgusting and humiliating as these photographs.

AGNA and RA had a distorted honor code: Keep your mouth shut.

One night, and | now know it to be June the 15th from the photographs, in

2009, about 2100 hours, | was approached by a member of Charlie shift to see if



103

they could use the fire hoses that we had at the front gate. We were using them
at the time to build the new gatehouse that was top priority for security. They
needed them to fill up the swimming pools that they had at the shift party.

| called up one of my staff on the radio and told him to come up, get the
hoses, and, along with two other personnel, go down, fill up the pools and then
bring the hoses back.

It was about 10 minutes later | decided | would go down myself because |
knew that these hoses would probably never come back.

This was the first time | had ever seen a Charlie shift party, and the first
thing that struck me was they had a metal container in the middle of the road
which they were burning wooden pallets. The second thought that went through
my mind was alcohol and fire this size were very unsafe.

Most of the people were wearing underwear, but many were also wearing
coconut shell brassieres and coconut shells over the groin, and some, for the
best part, were naked.

Some were standing there, urinating on the ground and, unfortunately and
sickly, on each other. One person who had apparently run out of urine took the
fire hose off one of my staff and put it between his legs.

It was at this stage | realized that | had three local nationals standing in
amongst this. | immediately told the supervisor to get him and the other two men
out of there, get the hoses and get them back up to the front.

Now this party had been going on since early hours a.m., and | had three
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female third-country nationals that worked approximately 30 feet away from this,

in the PX and a coffee shop. Also, during the day, with an Afghan staff of about

60, 2 of them were females, and they could not help but see the actions going on
by the staff.

| arrived back from vacation on the 14th of August.

On the 15th of August, one of my staff told me of an incident that had
happened unreported on the 1st of August. From what | understood at the time,
it was five ex pats that came into the dining room about 5:00 at night, dressed in
only their underwear and carrying bottles or cans of beer.

The Afghan who was standing in at the time for the dining room manager
informed the people that they could not come in. They were not dressed
properly. He told me on the 15th that they then started to abuse him. At that
stage, | thought it was just verbal abuse, profanity.

| was informed that the proper dining room manager, who was on a day
off--he was in the gymnasium right opposite--had seen these people enter and
had gone into the dining room and asked the waiter why he had let them in. And,
the waiter replied that they had shouted at him, they were abusing him, and he
was too scared to do anything else.

The dining room supervisor then went down to AGNA headquarters and
reported to one of the senior managers that were down there, of what had
happened. He was told that they would look into it and deal with it.

| later took a brief statement from the Afghan national. It was at this stage,
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when showing him photographs to identify the individuals, that it came to light
exactly what was said, not only done but said by a certain individual, and | quote
from his statement. | left it in his own way of putting it into English so it did not
look like anyone had encouraged him.

Sir, I would like to inform you that two weeks ago, on the 1st of August,
after 1700 hours, | was sitting on the dining hall computer desk due to my
supervisor was off. Five ex pats come to dining hall for having dinner, which they
only wear short underwear, with bottles of alcohol on their hands. Just one of
them signed, the others did not sign, and had dinner.

After that start, going out on the way, | was by dining room entrance. One,
and he mentions the name, started swearing and pulling my face. While pulling
my face, he was telling me that you are very good for f-ing and used some other
bad words. As | was too afraid of them, not to tell them anything, and after that
all the time | was facing them | am frightened.

It was at that stage | then took it to the senior management of ArmorGroup
and said there was more now than just profanity. This was actually assault and
sexual harassment and it had to be looked into.

At the same time, | passed this information on to my temporary country
manager from RA International but heard nothing back from him.

| also, at the same time, sent an email to the country manager explaining
that | fully expected AGNA to ask for my removal from Camp Sullivan because |

had put in a complaint against this certain shift and these certain people. Again,
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no answer came back.

On August the 20th, | had still not heard what the outcome was from the
complaint that | had made about this certain individual. | also found out that
ArmorGroup North America had sent one of their local nationals to interrogate
the said waiter, basically asking him why he had made the statement, did anyone
force him to make the statement and was he going to remove the statement.

At that stage, when | was told that night by the waiter, | immediately went
down to ArmorGroup North America’s head office and asked who it was that
gave one of their staff permission to interrogate my member of staff. The
answer, obviously, was we do not know. And, it was at this stage | said that |
was pushing this further because it looked and sounded like someone was trying
to cover this incident up.

On the following day, on the 21st of August, | was told that one of Charlie
shift’s ringleaders had been removed from contract. | took it this time for granted
that he had been sacked. It was only a few hours later that | found out he had
not been sacked. He had resigned. And, that night, to celebrate his dismissal,
three of the senior managers from ArmorGroup North America actually went
across to KAIA, which was a camp that was mentioned before, and a celebratory
goodbye dinner for this man.

On September the 2nd, | started to get emails from my main office in
Dubai, quizzing me to see if | had spoken to anyone about the incident with the

waiter. In the final email, | was told such an action was very serious, and this left
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me in no doubt | was going to lose my job for doing what | thought and what | still
consider was the right thing to do.

| sent an email straight away in reply, giving them my 30 days notice, only
to retract that notice or try to retract that notice five hours later. It took RAI 11
hours to answer that email, at which stage they gave me 6 hours to pack my stuff
and get out of Sullivan. My 30 days notice turned into 30 hours, and within 30
hours | was on my way back to the U.K.

| should not have been surprised by the attitude of RAI. It seemed that
anything that ArmorGroup North America asked, we would do. This was
highlighted on one occasion when something they were asking us to do, not only
did I inform RAI that, one, it was not in the contract but, two, it sounded illegal.
The answer came back: Just do it.

Please remember that RAI is a subcontractor to AGNA.

And, that is, sir. Thank you.

[The prepared statement of Mr. Pearson follows:]
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Co-Chair Shays. Thank you very much, Mr. Pearson.

We are going to go to our Co-Chair, Mr. Thibault. He will start the
guestions.

Co-Chair Thibault. Well, first of all, Ms. Brian and Project for Oversight,
thank you.

| note in your statement that you said you had approaching over 20
individuals, 20 unique, separate individuals from the company, ArmorGroup, that
had contacted POGO.

Ms. Brian. That is true, and that does not include the individuals that were
referenced earlier who have filed litigation. They are not.

Co-Chair Thibault. So itis 20 for POGO and multiple for litigation.

Ms. Brian. There are additional sources of information. That is right.

Co-Chair Thibault. The reason that is so important is so often in
whistleblower cases there will be one or two individuals that bring the whistle and
allege wrongdoing, and the history says sometimes they are summarily
dismissed as disgruntled employees or about ready to be fired employees. In
this case, it is not everyone.

Have you experienced that kind of referral in your past?

Ms. Brian. That is a great question. | have been doing this for 20 years,
and there has not been a circumstance that | can point to where such an
enormous percentage of individuals have come forward, essentially as

whistleblowers. It is out of 150 English-speaking guards, we are speaking to 20
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of them. | mean it is really quite extraordinarily. So it is unlike anything | have
ever experienced, and it is a testament to the magnitude of the problem.

Co-Chair Thibault. Thank you. You know it is kind of hard. Itis not a
noteworthy accomplishment to be able to say we are number one in referrals. So
that is not a good thing.

And, 1, like my Co-Chairman, would like to thank you for coming forward,
not easy, Mr. Pearson. | would like to thank you. We thank Americans for their
service to the military. We will thank you for the service to the British Army.

| will note for the record that | think you are from Scotland.

Mr. Pearson. That is right, sir, yes.

Co-Chair Thibault. But you all work together. So, thank you.

Mr. Pearson. We try. We try.

Co-Chair Thibault. There you go. | appreciate that.

| would like to talk about where you were at and what was occurring on
June 15th. That is the so-called Jimmy Buffett party. What were you doing
then?

Mr. Pearson. What was | doing on that day?

Co-Chair Thibault. From a job, where were you at?

Mr. Pearson. For most of the day, we had a big project going on, the
whole front gate. The local nationals had taken most of the road back. So we
had to demolish the front gate, and for 13 days we were working 18-hour days to

try and build this new gatehouse.



110

Co-Chair Thibault. So you were working on this special project that put
you in the compound, near where the party was but not directly next to it.

Mr. Pearson. No. | was actually right at the front of the gate. So I could
hear what was going on. | could not see it.

Co-Chair Thibault. Okay. Then you said in your statement that you went
around and pulled your local nationals out of the party, told them to get on back
to either work or their quarters.

Mr. Pearson. To work. To work, yes.

Co-Chair Thibault. So they obviously had been told, come in and have a
little fun also.

Did you personally see or observe any of the very senior leaders? We
understand that the project manager, the number one person, was on leave or
R&R or vacation but that in charge was the number two person, the deputy
project manager, and the number three person, the chief administrative officers.
Did you see either one of those individuals at this party?

Mr. Pearson. | seen the two. | see he came up to the front gate to see
how | was getting on. And, in a conversation with him, he actually mentioned
that the number three had been there as well and spoke to him, but | never see
them. When | went down, they were not there.

Co-Chair Thibault. You did not see him at the party, but he came up and
talked to you.

Mr. Pearson. Yes.
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Co-Chair Thibault. Did he talk about the nature of the party or any
concerns about the party or activity that was going on at the time or any that had
been relayed to him?

Mr. Pearson. He did mention that a certain other member of staff had
mentioned to him, are you going to let this go on? And, his reply to it was: They
are just letting off steam. Leave them alone.

Co-Chair Thibault. So he had been told that, by certain members, this is
the top guy, are you going to let this on, and he let it go.

We have been told by both State and in briefings and interviews, in fact,
that he went and the number three person. Number one was not there. The
chief administrative officer went, but that they both, | think the word was used,
likely retired before there were any problems. Yet, he told you there had been
complaints about problems already.

If I heard you right, he said they were just blowing off a little steam?

Mr. Pearson. Yes, letting off a little steam and to leave them alone. It was
the number three that spoke to the number two, who was standing in as number
one.

Co-Chair Thibault. So this chief administrative officer talked to the deputy
program manager and said: Wait a minute. You need maybe to enforce some
deportment, to use a big word, some better behavior. Shut the party down. Are
you going to let it go on?

And, he told you he was going to let it go on.
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Mr. Pearson. Yes, he basically says that, yes, they are letting off steam,
leave it.

And, | had not seen the party at this stage because this was before | went
down. So I had no idea what she was talking about.

Co-Chair Thibault. So you went down, obviously, to be sure that this party
did not end up doing something with your hose disappearing as well as you
ultimately had the opportunity to take six of your local nationals away from that
scene.

Mr. Pearson. Three, three left.

Co-Chair Thibault. Three, and then the other three were observing from
their PX or whatever.

Mr. Pearson. No, no. The party, this was about 9:00 at night, and this
party had been going on since late a.m. that day, so, 11:00. By this time, my
female staff had finished in the coffee shop, and the local females had gone
home by 4:00, but this was going on all day.

Co-Chair Thibault. | appreciate this because this was not disclosed. What
they disclosed was they likely went back to their quarters, but this behavior
obviously had raised an issue that they were discussing. So you cannot just say
they went out and had a couple beers and observed some people almost naked
and said, okay, | am leaving. There actually was an issue raised and a decision
made not to do anything about it.

Mr. Pearson. | do not know what the issue was she was raising, whether
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it was the fire, whether it was people jumping around naked, but he just
mentioned that she did raise an issue, asking are you going to let this go on?

Co-Chair Thibault. Okay, the fire, jumping around.

Co-Chair Shays. Can you clarify he and she?

Mr. Pearson. One is the number two who was standing in as number one
because number one was on vacation, and number three was the chief admin
officer.

Commissioner Gustitus. Do you know their names? Can we just use their
names?

Co-Chair Thibault. Sure, go ahead.

Mr. Pearson. Can | use their names?

Commissioner Gustitus. Sure.

Co-Chair Thibault. Yes, sure. Number two’s name was?

Mr. Pearson. Am | not going to be sued for this?

Co-Chair Thibault. You are not going to be sued for this. You are under
oath.

Mr. Pearson. Number two’s name was Jimmy Lemon.

Co-Chair Thibault. Yes.

Mr. Pearson. And, the number three was Susan Danielson.

Co-Chair Thibault. Thank you.

All right, a quick question and then | will turn it over and pick up later on.

We keep hearing about English-speaking problems from the guards, the
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Gurkhas. My understanding of Gurkhas is that Gurkhas, and you were for 23
years a member of the British Military, retired as a Warrant Officer II.

My understanding of Gurkhas is that they have exceptional service and
are very well qualified because they are members of the British Military. They
have to be able to speak English. They have to be able to literally do anything a
British Military person does. Is that correct?

Mr. Pearson. That is correct. That is correct.

Co-Chair Thibault. So all of these 100 or 200 guards were ex-British
Military Gurkhas because they are all called Gurkhas.

Mr. Pearson. No.

Co-Chair Thibault. No?

Mr. Pearson. No. There is only about eight that are actually Gurkhas.
What people fell into the trap of is it is an honor to be called a Gurkha, and these
ones that are not Gurkhas have to fight their way to become a Gurkha.

The policy in Afghanistan and Iraq is to call anyone from Nepal a Gurkha.

Co-Chair Thibault. But the point is, and | think it is an important point to
make, we have heard over and over and over corrective action plans, English,
difficulty talking to, having to use sign language and the like.

If you are truly a Gurkha, and | guess if | was one of those eight Gurkhas,
it is kind of like being a paratrooper. You know if you are in a company and
everybody is calling themselves a paratrooper and there are only eight

paratroopers that have jumped out of planes in those situations.
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If you are a Gurkha, and you are trained by the British Military and there
are a couple hundred running around: | am from Nepal, and | am a Gurkha. | do
not speak English very well, and it is a contract problem, and corrective action
plans have been introduced.

That is troubling, and | might have a bit of a morale problem if | was a
Gurkha and everybody else became a Gurkha because they were kind of like a
paratrooper. They are from the United States, so we can all call ourselves
paratroopers.

Mr. Pearson. Well, that is it exactly, sir. Yes. You know these guys have
earned the right to be called a Gurkha and just to call your fellow countryman a
Gurkha because he comes from your country. | am not saying it did not upset
them because | was not that close to them, but | am sure it would.

Co-Chair Thibault. Well, thank you, both of you.

Commissioner Shays.

Co-Chair Shays. Thank you very much.

Mr Ervin.

Commissioner Ervin. Thank you, Mr. Chairman.

| will start with you, Ms. Brian. | want to, for my own part, thank you and
thank POGO for your work here. But for your work, we really would not be here
today.

Ms. Brian. Thank you.

Commissioner Ervin. It is appalling to me that the State Department
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learned about these latest incidents from POGO.

Ms. Brian. Me too.

Commissioner Ervin. This really is, | guess, more of a statement than a
guestion. But what does it say that the State Department had to learn these
things not from the contractor, not from its own personnel on the ground, but
instead from POGO?

And, as a result of your work, we now have a 24-7 coverage of Camp
Sullivan by the RSO. We now have an alcohol ban. There appears to be a
serious Inspector General and DS, Diplomatic Security, investigation going on.

| will be shocked if the State Department exercises the option with this
contract a third time. Frankly, | am shocked that it was exercised the first and
second times. But, after this, if it is exercised a third time, | will be shocked. So
we have you and POGO to thank for that. But what does it say that it took
POGO to bring us here today?

Ms. Brian. | do think it all comes back to the fact that allegations were
made, very serious allegations were made back in 2007, and not only were they
not followed up on, but those people were very prominent people. They were the
top two people at the camp, and they were fired.

So everyone saw that this is what happens when you report to the State
Department--not only does nothing happen, but you lose your job, and that is
why ultimately they had to come to outside channels, | believe.

Co-Chair Shays. Could we just clarify and not off your time?
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Ms. Brian. Yes.

Co-Chair Shays. They made a complaint through their own company and
were fired then and then went to State, or they went to State before they were
fired?

Ms. Brian. They went to State before they were fired. They were fired the
next day.

Co-Chair Shays. Thank you.

Commissioner Ervin. In your statement, you say the ARSO, the assistant
regional security officer, was informed verbally and in writing on June 12th, 2007.

Ms. Brian. That is right.

Commissioner Ervin. Who was that? Who was the ARSO at the time, if
you have that?

Ms. Brian. | have the name but not with me.

Commissioner Ervin. All right, that is fine. You can get it for the record.

You mention also that the State Department received an email on
September 6th, this whole banana peel emalil, that if one slips.

Ms. Brian. Right.

Commissioner Ervin. The response was, well, then keep the banana
supply locked up.

Ms. Brian. Right.

Commissioner Ervin. We do not have a copy of that email yet. We are

seeking those documents from the State Department.
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Ms. Brian. We can get those. We can get those to you.

Commissioner Ervin. All right, we would like to have that for the record.

To me, this suggests, this whole litany of problems in 2007, 2008, these
recent problems over the course of the summer that were learned about by the
State Department only through the efforts of POGO suggests to me that the
State Department is incapable of overseeing this contract.

And, you raise the possibility in your statement of whether, as was the
case before 2004, the Department of Defense should be tasked with providing
security. Now that is a policy issue that obviously POGO cannot do anything
about, but I would like for you to talk a little bit more about that.

Ms. Brian. We have struggled with that question. In fact, initially, | have to
admit that my almost kneejerk reaction was this is obviously something the
military just needs to come in and take over because of the urgency of the
problem but also because of their obvious capacity to do so. But, as | spent
more time talking to people in the military at DoD, there seems less of a
willingness to do so.

So it is easy for us to say it, but if you cannot get them to do it then it goes
back to the fact that we cannot give up on the State Department. We have to
make them do better than they have been doing, and that is where | think all of
us will have to be working.

Commissioner Ervin. Thank you.

Mr. Pearson, | want to add my own kudos to you, to those that have
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already been expressed. Your courage and your willingness to come forward at
great cost to yourself, both literally and figuratively, is really exceptional, and |
commend you on my own behalf and on behalf of the Commission.

| have just a couple of questions to ask you. Largely, | had that statement
to make to you, but a couple of things.

One, just a factual question that struck me during the course of your
statement, you mentioned toward the end of your statement that you sent an
email giving them, RAI, 30 days notice. You had decided to resign at that point.

Mr. Pearson. Yes.

Commissioner Ervin. Then you go on to say that you retracted your notice
five hours later. Why did you retract it?

Mr. Pearson. | just thought | would stand up and take what was coming
towards me.

Commissioner Ervin. | am sorry. Say that one more time.

Mr. Pearson. | thought I would just stand up and take what was coming
towards me. So, if they wanted to terminate me, then let them terminate me. |
was not going to give them the opportunity to go on my own.

Commissioner Ervin. Okay.

Commissioner Henke. Just to clarify, they did terminate you, correct?
They did not accept your resignation, then shuffled you out six hours later?

Mr. Pearson. They got me off. They did not accept my retraction, of the

withdrawal of my resignation, and gave me six hours to get off Camp Sullivan
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and shipped me out the next day.

Commissioner Henke. Did they accept your resignation or did they
terminate you?

Mr. Pearson. No, no. That is one question | asked because | was getting
instead of 30 days, | was getting shipped out in 30 days. | asked them, are you
terminating me? And, they sent back four hours later and said, no, no, no, we
are just getting you out because we have got a new manager coming in.

Commissioner Henke. Okay. Have you received your final paycheck?

Mr. Pearson. No.

Commissioner Henke. Thanks.

Co-Chair Thibault. Is it a normal practice? | am asking an obvious
guestion, but is it a normal practice that when someone resigns, that they blast
them out n 30 hours?

Mr. Pearson. No. The person | took over was actually still in, after giving
his resignation, still in the job two weeks later before | got told | was going in, and
then we had a ten-day handover.

Commissioner Ervin. One other issue | wanted to explore with you briefly,
Mr. Pearson, is this. You are a professional security officer, and so | would be
interested in your opinion about this, with the extensive experience both in Iraq
and Afghanistan as you said.

You heard that colloquy | had with the State Department about the claim

that there is a distinction between contract performance and the security of the
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embassy and their insistence that the security of the embassy was not and is not
endangered right now, but | would like your opinion as a professional security
officer about the security implications, in particular of this June 15 party. Is it not
the case that such an incident has the potential so to inflame Afghan opinion in
the country generally and, in particular, Afghan opinion among those Afghans
who work in our embassy, that that could pose a direct threat to the lives and
safety of our diplomatic personnel stationed there?

Mr. Pearson. Almost definitely. | mean some Afghans might have gone
along with what they were doing, but you will always get some that are religious
to the core, and it affects them.

One thing | never mentioned, on this night, on June the 15th, was you
have seen it in the photographs that have local Afghans standing there with
bottles of beer. These people were actually the drivers of the vehicles that drove
the guys to the embassy the next day, and this was 9:00, 10:00 at night.

Commissioner Ervin. That is not relevant to this.

Mr. Pearson. These people, without giving the time--

Co-Chair Shays. Mr. Pearson, just wait for the sound. These are buzzers
to tell members of Congress what is happening on the House floor and so on,
and | can assure after 21 years of being in Congress | still do not know what is
what.

Commissioner Gustitus. Do you not have the instinct to get up and run

over?
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Co-Chair Shays. 1did. Not now. Good question.

Commissioner Ervin. | am sorry, sir. Go back to what your statement.

Mr. Pearson. So these people were driving the vehicles, and | will not give
time away, but it was not over eight hours after this party was going on they
would be driving the Nepalese, the Gurkhas, in these trucks towards the
embassy, doing the changeover, then driving the trucks back. And, they were
there, drinking alcohol with Charlie shift.

Commissioner Ervin. Thank you.

Ms. Brian. Could | add? Chairman, is it all right if | add just one?

Co-Chair Shays. Sure.

Ms. Brian. Two points | wanted to make to the question Mr. Ervin asked
with regard to Mr. Pearson’s removal from the site. One is that | think POGO
takes responsibility for the fact that our letter to Secretary Clinton came out on
September 1st, and we had as an attachment that statement that Mr. Pearson
read, and it was the day after it came out that they started questioning him about
the fact that this information had come out. So | take great responsibility for the
timing of how this happened.

But the fact that, as Mr. Henke was asking, they were pushing Mr.
Pearson out the door so quickly has actually had a real impact, we have learned,
on the life of one of his former employees because after Mr. Pearson was forced
out so quickly they did not have a replacement for him on duty. | do not know

that they still do at this point.
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But there was a vehicle bomb explosion that happened after he left, and
one of his employees actually bled out and died. We have talked to people there
who believe that if Mr. Pearson had been there he would have known where his
employees were and would have been checking on them, and, because of that,
one of the nationals who was there did not survive.

Co-Chair Shays. Thank you.

Commissioner Green.

Commissioner Green. Let me echo the appreciation expressed by other
Commission members for the appearance by both of you.

Mr. Pearson, would you explain in general terms, or describe, the nature
of the guard force that resided at Sullivan? | am talking across the board, and |
will get to pieces of it later. But, in general, across all the shifts, what is your
impression of that guard force?

Mr. Pearson. The vast majority of the guard force are a good bunch of
guys, very professional in what they do, enjoy what they do and want to do the
best they can.

Me, personally, | used to get annoyed, and | used to think it was an
American complaint about people on management meaning complaining about
pickles on burgers, but that is as far as | got.

The vast majority of people were good people, very good people.

Commissioner Green. Okay. Now let’s focus on the ERT portions of

those guard forces, the ABC shifts. Can you characterize the differences in
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those shifts?

Mr. Pearson. There is actually four shifts.

Commissioner Green. Four shifts.

Mr. Pearson. Four shifts. Charlie shift, Charlie shift always were different.
Charlie shift, if Charlie shift wanted something, Charlie shift got something, and
this was highlighted in the time after | reported it to the time | left, with the change

of attitude with the management of ArmorGroup.

Charlie shift wanted to take all the ice out of the dining room and leave the
rest of the 300 people with no ice, which | objected to, and | was told by one of
the senior managers: That is not your goal. If they want it, they get it.

And, that was because it was Charlie shift. No other shift would have had
that treatment. So there was a lot of | would not say rivalry, but there was a lot of
people that did not like Charlie shift--not all of Charlie shift, certain people in
Charlie shift, because of the way they behaved and the way they were treated,
the way they were given special treatment.

C