
Special Inspector General for Iraq Reconstruction
July 30, 2005
Report to Congress

Appendix
A - 1

Appendix A

Statutory Requirements
This appendix cross-references the pages of this Report to the reporting 
requirements under Public Law 108-106, Section 3001 (amended by section 
1203).
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Section Statute SIGIR Action Page # 
Supervision 

Section 3001(e)(1) The Inspector General shall report directly 
to, and be under the general supervision of, 
the Secretary of State and the Secretary of 
Defense.

Report to the Secretary of State and the 
Secretary of Defense. 

1-102

Duties 

Section 3001(f)(1) It shall be the duty of the Inspector General 
to conduct, supervise, and coordinate audits 
and investigations of the treatment, handling, 
and expenditure of amounts appropriated 
or otherwise made available to the Iraq 
Relief and Reconstruction Fund, and of the 
programs, operations, and contracts carried 
out utilizing such funds, including—

Review appropriated funds.
Programs, operations, contracts using 
appropriated funds.

9-38
44-55

App. C, K

Section 3001(f)(1)(A) The oversight and accounting of the 
obligation and expenditure of such funds; 

Review obligations and expenditures of 
appropriated funds. 

22-28
App. C, J

Section 3001(f)(1)(B) The monitoring and review of reconstruction 
activities funded by such funds; 

Review reconstruction activities funded by 
appropriations.

9-55

Section 3001(f)(1)(C) The monitoring and review of contracts 
funded by such funds; 

Review contracts using appropriated funds. 9-26
App. K

Section 3001(f)(1)(D) The monitoring and review of the transfer 
of such funds and associated information 
between and among departments, agencies, 
and entities of the United States, and private 
and nongovernmental entities;

Review internal and external transfers of 
appropriated funds. 

9-26
App. C

Section 3001(f)(1)(E) The maintenance of records on the use of 
such funds to facilitate future audits and 
investigations of the use of such funds.

Maintain audit records. 44-55

Section 3001(f)(2) The Inspector General shall establish, 
maintain, and oversee such systems, 
procedures, and controls as the Inspector 
General considers appropriate to discharge 
the duty.

Establish, maintain, and oversee systems, 
procedures, and controls.

39-60

Section 3001(f)(3) In addition, the Inspector General shall 
also have the duties and responsibilities 
of inspectors general under the Inspector 
General Act of 1978.

Duties as specifi ed in IG Act. 39-42

Section 
3001(f)(4)(A)(B)&(C)

The Inspector General shall coordinate 
with, and receive the cooperation of, each 
of the following: The Inspector General of 
the Department of State, The Inspector 
General of the Department of Defense, and 
The Inspector General of the United States 
Agency for International Development.

Coordination with IGs of State, DoD &  
USAID.

70-102

Personnel, Facilities, and Other Resources 

Section 3001(h)(4)(A) Upon request of the Inspector General 
for information or assistance from any 
department, agency, or other entity of the 
Federal Government, the head of such 
entity shall, insofar as is practicable and 
not in contravention of any existing law, 
furnish such information or assistance to 
the Inspector General, or an authorized 
designee.

Expect support as requested. 70-102
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Section Statute SIGIR Action Page # 
Reports 

Section 3001(i)(1) Not later than 30 days after the end of each 
fi scal-year quarter, the Inspector General 
shall submit to the appropriate committees of 
Congress a report summarizing for the period 
of that quarter and, to the extent possible, 
the period from the end of such quarter to 
the time of the submission of the report, the 
activities of the Inspector General and the 
activities under programs and operations 
funded with amounts appropriated or 
otherwise made available to the Iraq Relief 
and Reconstruction Fund. Each report shall 
include, for the period covered by such 
report, a detailed statement of all obligations, 
expenditures, and revenues associated with 
reconstruction and rehabilitation activities in 
Iraq, including the following –

Report – 30 days after the end of each 
calendar quarter. Summarize activities of 
IG. Detailed statement of all obligations, 
expenditures, and revenues.

1-102

Section 3001(i)(1)(A) Obligations and expenditures of appropriated 
funds. 

Obligations and expenditures of appropriated 
funds.

App. C

Section 3001(i)(1)(B) A project-by-project and program-by-program 
accounting of the costs incurred to date for 
the reconstruction of Iraq, together with the 
estimate of the Department of Defense, the 
Department of State, and the United States 
Agency for International Development, as 
applicable, of the costs to complete each 
project and each program.

Project-by-project and program-by-program 
accounting of costs. Estimate cost to 
complete each project or program. 

9-55
Apps. C, E, 

F, K

Section 3001(i)(1)(C) Revenues attributable to or consisting 
of funds provided by foreign nations 
or international organizations, and any 
obligations or expenditures of such revenues. 

Revenues, obligations, and expenditures of 
donor funds.

App. F

Section 3001(i)(1)(D) Revenues attributable to or consisting of 
foreign assets seized or frozen, and any 
obligations or expenditures of such revenues. 

Revenues, obligations, and expenditures of 
funds from seized or frozen assets.

App. E

Section 3001(i)(1)(E) Operating expenses of agencies or entities 
receiving amounts appropriated or otherwise 
made available to the Iraq Relief and 
Reconstruction Fund.

Operating expenses of agencies or any 
organization receiving appropriated funds.

22-29
App. C

Section 3001(i)(1)(F) In the case of any contract described in 
paragraph I (2) (*see Section 3001 (i) (2) 
below) 

N/A

Section 3001(i)(1)(F)(i) The amount of the contract or other 
agreement;

Amount of each contract or other agreement. App. K

Section 3001(i)(1)(F)(ii) A brief discussion of the scope of the contract 
or other agreement; 

Brief discussion of each contract scope. App. K

Section 3001(i)(1)(F)(iii) A discussion of how the contracting 
department or agency identifi ed, and 
solicited offers from, potential contractors to 
perform the contract, together with a list of 
the potential contractors that were issued 
solicitations for the offers.

Discussion of: how potential contractors were 
identifi ed, how offers were solicited, and a list 
of contractors that were issued solicitations.

App. K

Section 3001(i)(1)(F)(iv) The justifi cation and approval documents 
on which was based the determination to 
use procedures other than procedures that 
provide for full and open competition. 

Justifi cation and approval documents 
for contracts that were not full and open 
competitions.

App. K
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Section 3001(i)(2) A contract described in this paragraph is 

any major contract or other agreement 
that is entered into by any department or 
agency of the United States Government that 
involves the use of amounts appropriated or 
otherwise made available to the Iraq Relief 
and Reconstruction Fund with any public or 
private sector entity for any of the following 
purposes:

Describes a contract. N/A

Section 3001(i)(2)(A) To build or rebuild physical infrastructure of 
Iraq.

Describes a contract. N/A

Section 3001(i)(2)(B) To establish or reestablish a political or 
societal institution of Iraq. 

Describes a contract. N/A

Section 3001(i)(2)(C) To provide products or services to the people 
of Iraq. 

Describes a contract. N/A

Section 3001(i)(3) The Inspector General shall submit to 
the appropriate committees of Congress 
semiannual reports meeting the requirements 
of section 5 of the Inspector General Act 
of 1978.  The fi rst such report for a year, 
covering the fi rst six months of the year, shall 
be submitted not later than July 31 of that 
year, and the second such report, covering 
the second six months of the year, shall be 
submitted not later than January 31 of the 
following year.

Shall be submitted not later than July 31 of 
that year, and the second such report.

N/A

Section 3001(i)(4) The Inspector General shall publish each 
report under this subsection in both English 
and Arabic on the Internet Website of the 
Secretary of State and the Secretary of 
Defense. 

SIGIR will take fi nal written report in 
electronic format, translate and post to 
Website; encourage the DoD and State to 
link to SIGIR Website. 

81

Section 3001(i)(5) Each report under this subsection may 
include a classifi ed annex if the Inspector 
General considers it necessary. 

If necessary, develop a classifi ed annex. N/A

Report Coordination

Section 3001(j) The Inspector General shall also submit each 
report under subsection (i) to the Secretary of 
State and the Secretary of Defense.

Submit report to Secretary of State and 
Secretary of Defense.

07/30/2005
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Appendix B

Cross-reference of Report to IG Act of 1978
This appendix cross-references the pages of this report to the reporting 
requirements under Inspector General Act of 1978.
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Section 
5(a)(1)

“Description of signifi cant problems, abuses, and 
defi ciencies... ”

• Extract pertinent information from IIG member 
semi annual reports

• List problems, abuses and defi ciencies 
from SIGIR audit reports, investigations and 
inspections

44-69
83-102

Section 
5(a)(2)

“Description of recommendations for corrective 
action…with respect to signifi cant problems, 
abuses, and defi ciencies... ”

• Extract pertinent information from IIG member 
semi annual reports

• List recommendations from SIGIR audit 
reports

44-55
83-102

Section 
5(a)(3)

“Identifi cation of each signifi cant 
recommendation described in previous 
semiannual reports on which corrective action 
has not been completed...”

• 44-55

Section 
5(a)(4)

“A summary of matters referred to prosecutive 
authorities and the prosecutions and convictions 
which have resulted... ”

• Extract pertinent information from IIG member 
semi annual reports

• List SIGIR Investigations that have been 
referred

56-69

Section 
5(a)(5)

“A summary of each report made to the 
[Secretary of Defense] under section 6(b)(2)... 
” (instances where information requested was 
refused or not provided)

• Extract pertinent information from IIG member 
semi annual reports

• List instance where information was refused 
SIGIR Auditors, Investigators or Inspectors

44-69
83-102

Section 
5(a)(6)

“A listing, subdivided according to subject matter, 
of each audit report issued...” showing dollar 
value of questioned costs and recommendations 
that funds be put to better use.

• Extract pertinent information from IIG member 
semi annual reports

• List of SIGIR audit reports

44-55
83-102

Section 
5(a)(7)

“A summary of each particularly signifi cant 
report... ”

• Extract pertinent information from IIG member 
semi annual reports

• Provide a synopsis of the signifi cant SIGIR 
audits 

44-55
83-102

Section 
5(a)(8)

“Statistical tables showing the total number 
of audit reports and the total dollar value of 
questioned costs... ”

• Extract pertinent information from IIG member 
semi annual reports

• Develop statistical tables showing dollar value 
of questioned cost from SIGIR audits

44-55
83-102

Section 
5(a)(9)

“Statistical tables showing the total number 
of audit reports and the dollar value of 
recommendations that fund be put to better use 
by management...”

• Extract pertinent information from IIG member 
semi annual reports

• Develop statistical tables showing dollar value 
of funds put to better use by management 
from SIGIR audits

44-55
83-102

Section 
5(a)(10)

“A summary of each audit report issued before 
the commencement of the reporting period for 
which no management decision has been made 
by the end of reporting period an explanation 
of the reasons such management decision has 
not been made, and a statement concerning the 
desired timetable for achieving a management 
decision...”

• Extract pertinent information from IIG member 
semi annual reports

• Synopsis of SIGIR audit reports where no 
management decision has been made

44-55
83-102
App. J

Section 
5(a)(11)

“A description and explanation of the reasons for 
any signifi cant revised management decision... ”

• Extract pertinent information from IIG member 
semi annual reports

• Explanation of SIGIR audit reports where 
signifi cant revisions have been made to 
management decisions 

44-55
83-102
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Section Statute SIGIR Action Page #
Section 
5(a)(12)

“Information concerning any signifi cant 
management decision with which the Inspector 
General is in disagreement...”

• Extract pertinent information from IIG member 
semi annual reports

• Explanation of SIGIR audit reports where 
SIGIR disagreed with management decision

44-55
83-102

Section 
5(a)(13)

“Information described under Section 804 [sic] of 
the Federal Financial Management Improvement 
Act of 1996...” (instances and reasons when an
agency has not met target dates established in a 
remediation plan)

• Extract pertinent information from IIG member 
semi annual reports

• Provide information where management has 
not met targets from a remediation plan

44-55
83-102

Section 
8(f)(1)

“Information concerning the number and types of 
contract audits…”

• List SIGIR audits that have concerned 
contract audits.

• List pertinent information from IIGC members.

44-55
83-102
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Appendix C

U.S. Appropriated Funds
Public Law 108-106 (P.L. 108-106), as amended, requires the Special 
Inspector General for Iraq Reconstruction (SIGIR) to report on the oversight 
and accounting of the obligation and expenditure of funds used for Iraq 
reconstruction. This appendix provides an accounting of U.S. appropriated 
funds under these laws:

• P.L. 108-11, April 16, 2003
• P.L. 108-106, November 6, 2003 
• P.L. 108-287, August 5, 2004
• P.L. 109-13, May 11, 2005
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U.S. Appropriated Funds under Public Law 108-11
In April 2003, the Congress passed P.L. 108-11 to:
• fund the war in Iraq and to appropriate money to begin the relief and 

reconstruction effort
• establish the Natural Resources Risk Remediation Fund (NRRRF) “for 

expenses necessary, in and around Iraq, to address emergency fi re fi ghting, 
repair of damage to oil facilities and related infrastructure…”

• create the Iraq Freedom Fund (IFF) “for additional expenses for ongoing 
military operations in Iraq…for stability operations…and for other costs...” 

The IFF provided Coalition Provisional Authority (CPA) operating expenses, 
and $300 million was transferred to the NRRRF. The act also funded additional 
relief and reconstruction activities by the Department of State (DoS) ($66 
million) and U.S. Agency for International Development (USAID) ($412 
million); funds were available for obligation through September 30, 2004.

P.L. 108-11 funded the daily operations of the CPA until P.L. 108-106 was 
passed in November 2003. Although the CPA ceased operations on June 28, 
2004, contractual payment of obligations resulting from contracts awarded 
by the CPA during its tenure are still being fulfi lled. Most of the funds 
(55%) allocated in P.L. 108-11 were used for the rehabilitation of Iraqi 
infrastructure—primarily oil production and electricity generation. Other 
major uses include humanitarian relief, governance initiatives, and health and 
social services.
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Table C-1 provides the status of P.L. 108-11 funds by agency. 

Status of Supplemental Appropriation, P.L. 108-11, as of June 30, 2005 (in millions) 

Source Agency Apportioned Obligated Expended 

NRRRF DoD $802.0 $800.6 $685.7

IRRF 1

USAID 1,816.9 1,816.9 1,606.0

DoD IRRF1 518.3 517.8 490.1

DoS 125.4 125.4 114.7

Treasury 6.0 6.0 4.7

U.S. Trade & 
Development Agency 

5.0 5.0 1.7

Subtotal 2,471.6 2,471.1 2,217.2

Non-IRRF 
P.L. 108-11 

USAID 412.2 409.8 386.3

DoS 66.0 66.0 60.4

Subtotal 478.2 475.8 446.7 

IFF 

CPA-OPSa 593.4 568.2 507.6

New Iraqi Army 51.2 51.2 49.8

Subtotal 644.6 619.4 557.4

Total $4,396.3 $4,366.9 $3,906.8 

Note: Data not formally reviewed or audited. 
aCurrent as of April 30, 2005.

Table C-1
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Tables C-2 and C-3 provide the status of P.L. 108-11 funds by program and by 
objective.

Status of P.L. 108-11 IRRF1 Funds by Program and by USAID Strategic Objectives, as of 
June 30, 2005 (in millions) 

Agency Program Name Apportioned Obligated Expended

IRRF1 Funds 

USAID 

Restore Critical Infrastructure $1,124.4 $1,124.4 $968.4

Improve Effi ciency & Accountability of 
Government 

174.7 174.7 174.7

Food Aid: Offi ce of Food for Peace 160.0 160.0 122.8

Support Education Health and Social 
Services 

118.5 118.5 110.9

Relief: Offi ce of Foreign Disaster 
Assistance 

70.6 70.6 64.4

Offi ce of Transition Initiatives 69.9 69.9 68.3

Expand Economic Opportunity 65.9 65.9 64.6

Program Support & Development of 
Gulf Region 

18.0 18.0 17.9

Administrative Expenses 15.0 15.0 14.0

Subtotal 1,816.9 1,816.9 1,606.0

DoD 

Restore Iraq Electricity (RIE) 300.0 300.0 299.5

Restore Iraq Oil (RIO) 166.0 166.0 161.0

First Responder Network/DIILS  52.3 51.8 29.5

Subtotal 518.3 517.8 490.1

DoS 

Police/Prison Programs 61.5 61.5 55.5

Relief Efforts 27.0 27.0 26.6

Law Enforcement 24.6 24.6 20.4

Humanitarian Demining 12.3 12.3 12.3

Subtotal 125.4 125.4 114.8

Treasury 
Technical Assistance 6.0 6.0 4.7

Subtotal 6.0 6.0 4.7

U.S. Trade and 
Dev. Agency 

Technical Assistance, Training 5.0 5.0 1.7

Subtotal 5.0 5.0 1.7

Total IRRF1 Funds $2471.6 $2471.1 $2217.3 

Note: Data not formally reviewed or audited. Numbers affected by rounding.

Table C-2
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Status of P.L. 108-11 NRRRF and Non-IRRF1 Funds by Program and by USAID 
Strategic Objectives, as of June 30, 2005 (in millions) 

Agency Program Name Apportioned Obligated Expended

NRRRF Funds

DoD Restore Iraqi Oil (RIO) $802.0 $800.6 $685.7

Total NRRRF Funds 802.0 800.6 685.7

Non-IRRF1 Funds

USAID 

Food Aid: Offi ce of Food for Peace 138.2 136.8 114.1

USDAa 106.8 106.8 106.8

Restore Critical Infrastructure 51.6 51.6 51.6

Support Education Health and Social 
Services 

34.0 34.0 34.0

Relief: Offi ce of Foreign Disaster 
Assistance 

33.4 32.5 31.9

Operating Expenses 23.7 23.7 23.4

Program Support & Development of 
Gulf Region 

10.6 10.6 10.6

Improve Effi ciency & Accountability of 
Government 

8.9 8.9 8.9

Expand Economic Opportunity 5.0 5.0 5.0

Subtotal 412.2 409.9 386.3

DoS Coalition Support 66.0 66.0 60.4

Subtotal 66.0 66.0 60.4

Total Non-IRRF1 Funds $478.2 $475.9 446.7

Note: Data not formally reviewed or audited. Numbers affected by rounding.
aFunds appropriated to the U.S. Department of Agriculture, then transferred to the USAID 

Table C-3  

Commanders’ Assistance Programs
Military assistance programs continue to play a vital role in the reconstruction 
of Iraq. In a secure environment, area commanders can develop the necessary 
relationships with Iraqi civic leaders to initiate crucial projects. Initially funded 
with Iraqi assets [seized assets and Development Fund for Iraq (DFI) funds], 
the Commanders’ Emergency Response Program (CERP) received its fi rst U.S. 
appropriated funds in November 2003, with the passage of P.L. 108-106. The 
Commanders’ Humanitarian Relief and Reconstruction Program (CHRRP) 
is a similar program that uses IRRF funds. In addition, the Iraqi Interim 
Government (IIG) funded a CERP-equivalent program.
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Commanders’ Emergency Response Program
The CERP is a program that coalition military commanders can use to direct 
money to meet humanitarian, relief, and reconstruction needs quickly in 
their geographic areas of responsibility. Specifi cally exempt from the Federal 
Acquisition Regulation (FAR), CERP projects are relatively small—less than 
$500,000—and meet these kinds of needs: 

• repairing and refurbishing water and sewer lines
• cleaning up highways by removing waste and debris
• transporting water to remote villages
• purchasing equipment for local police stations
• upgrading schools and clinics
• purchasing school supplies
• removing ordnance from public places (including schools)
• refurbishing playgrounds, youth centers, libraries, other recreational 

facilities, and mosques

The Iraqi CERP program received $140 million in U.S. FY 2004 funds and, as 
of April 2005, has received $368 million from FY 2005 money (P.L. 108-287). 
CERP projects are typically used for projects that are: 

• small-scale
• low-dollar
• short-term
• employment-oriented
• emergency
• high-visibility repairing and refurbishing water and sewer lines

For a summary of CERP expenditures, see Table C-4. 

Iraq CERP Program Totals FY 2004-2005, as of April 1, 2005a (in millions) 

Total Program 
Funding

Cumulative Funds 
Obligated

Cumulative Funds 
Disbursed

Seized Assets $177.65 $177.28 $176.25

U.S. Appropriated P.L. 
108-106 (FY 2004)

140.00 139.84 124.17

U.S. Appropriated P.L. 
108-287 (FY 2005)

368.00 229.78 89.84

DFI 369.47 360.29 350.43

Total $1,055.12 $907.19 $740.68

Note: Data not formally reviewed or audited. Numbers affected by rounding.
a No updates available from MNC-I. 

 Table C-4  
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Table C-5 provides a profi le of selected CERP projects funded by U.S. 
appropriations and a small segment of those funded by the DFI.

Selected CERP Projects by Type, as of April 1, 2005a

Project Type Project Total 
Completed 

Projects 
Estimated Funds 

Agriculture and Irrigation 226 178 $22,333,258 

Civil Infrastructure Activities 753 577 35,572,422 

Economic, Financial, Management 251 178 16,373,744 

Education 1157 872 56,410,294 

Electricity 276 686 34,116,470 

Health Care 416 272 27,926,758 

Law and Governance 1352 1151 70,014,868 

Oil 24 5 6,813,114 

Other Humanitarian or Reconstruction 1157 928 46,226,124 

Telecom 49 27 5,464,732 

Transportation 506 290 59,346,451 

Water and Sanitation 1012 683 195,313,461 

Total 7,179 5,847 $575,911,696 

Note: Data not formally reviewed or audited. 
a No updates available from MNC-I.

 Table C-5 

Commanders Humanitarian Relief and Reconstruction Program 
and Iraqi Reconstruction Assistance Program

In response to an Iraqi demand to match IIG grants for the CERP program, 
a separate program, the CHRRP was created. The CHRRP was funded out of 
IRRF2 money, which requires adherence to the FAR. The IIG [now the Iraqi 
Transitional Government (ITG)] initially funded the program for $86 million 
in response to a U.S. request; this was increased by an additional $50 million 
on December 30, 2004. The U.S. matching CHRRP fund was initially set at 
$86 million; however, this was adjusted to $84 million in February 2005. ITG 
projects must be selected from a project list approved by the ITG and the Multi-
National Force-Iraq (MNF-I). For a summary of CHRRP and ITG data, as of 
June 30, 2005, see Table C-6.
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CHRRP and ITG Funds, as of June 30, 2005 (in millions)

Total Program 
Funding 

Cumulative Funds 
Obligated 

Cumulative Funds 
Disbursed 

CHRRP Projectsa  $84.00 $77.78 $22.77

ITG Projects b 136.00 92.88 44.70

Total $220.00 $170.66 $67.48

Note: Data not formally reviewed or audited. Numbers affected by rounding.
aCHRRP data from June 30, 2005 PCO Weekly report.
bUpdated fi gures for Iraqi controlled ITG not available, latest fi gure date is April 1, 2005

 Table C-6 

In the July Section 2207 Report, the DoS reports that the U.S. government 
made $241 million available for coordination with the Provincial 
Reconstruction Development Committees for these programs:
• $80 million in military Commander’s Emergency Response Programs 

(CERP) funds
• $161 million in USAID-administered Community Action Program (CAP) and 

USAID Local Governance Program (LGP) funds

IRRF2 Funds under P.L. 108-106
On November 6, 2003, P.L. 108-106 provided $18.4 billion (IRRF2) in 
additional funds to address the extensive Iraqi reconstruction requirements 
identifi ed over the summer and fall of 2003. The act mandates specifi c sector 
aid funding totals, with limitations on the transfer of funds between sectors 
without congressional notifi cation or, in the case of larger modifi cations, 
without congressional approval. The act also restricts apportioned funds to fi ve 
departments or agencies: the Department of Defense (DoD), Department of 
State (DoS), U.S. Agency for International Development (USAID), Department 
of the Treasury (Treasury), and Department of Health and Human Services 
(HHS).

As of July 6, 2005, these were the IRRF2 totals:

• $17.66 billion (95.76%) had been apportioned.  
• $16.66 billion (90.37%) had been committed.  
• $13.80 billion (74.86%) had been obligated.   
• $6.48 billion (35.14%) had been expended. 

Figure C-1 shows the current totals for the IRRF2.
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Figure C-1

Slightly more than $10 billion (56.5%) of the funds have been apportioned to 
construction projects and $6 billion (34.39%) have been apportioned to non-
construction projects.

The Offi ce of Management and Budget (OMB) apportioned these IRRF2 funds:

• DoD, $12.98 billion (70.39% of the $18.439 billion total)
• USAID, $3.10 billion (16.81%)
• DoS, $1.20 billion (6.51%)
• Treasury, $390 million (2.12%) (including $352.7 million in Iraqi 

debt relief)
• United States Institute of Peace (USIP), $10 million (.05%) 

Figure C-2 shows how the OMB apportioned IRRF2 funds.
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Figure C-2  

The current funding status for the IRRF2, with corresponding commitments, 
obligations, and expenditures is outlined in Table C-7.

Appendix D details IRRF2 apportionments by agency.
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IRRF2 Program Statusa, as of July 6, 2005 (in millions) 

Sector 

2207 
Report 

Spending 

Plan 

Apportioned Committed Obligated Expended 

Security & Law 
Enforcement $5,035.6 $5,035.6 $4,907.8 $4,476.4 $2,853.6

Electric Sector 4,308.2 4,057.6 3,687.1 2,702.5 1,257.6

Water Resources 
and Sanitation 2,156.7 1,829.2 1,753.7 1,366.5 216.4

Justice, Public 
Safety, and Civil 
Society 2,129.5 2,129.5 2,001.6 1,821.4 828.4

Oil Infrastructure 1,723.0 1,723.0 1,599.8 1,126.8 360.6

Private Sector 
Employment 
Development 860.3 840.3 834.3 817.5 475.3

Health Care 786.0 786.0 716.7 570.1 128.0

Transportation and 
Telecommunications 
Projects 509.0 508.5 480.1 379.6 113.1

Education, Refugees, 
Human Rights, and 
Governance 363.0 363.0 324.2 303.8 111.2

Roads, Bridges, and 
Construction 355.2 355.2 329.9 209.6 106.6

Administrative 
Expenseb 213.0 29.0 29.0 29.0 29.0

Total by Sector $18,439.5 $17,656.9 $16,664.2 $13,803.2 $6,479.8

Construction  10,409.9 9,746.5 7,591.2 2,907.5

Non-construction  6,341.7 6,032.8 5,361.7 3,112.7

Democracy  905.3 884.9 850.3 459.6

Total by Programc $18,439.5 $17,656.9 $16,664.2 $13,803.2 $6,479.8

Note: Data not formally reviewed or audited. 
aFigures from DoS Iraq Weekly Update, July 6, 2005.
bIncludes additional $184M apportioned via 632(a) to DoS D&CP account on June 13, 2005, for follow-
on to CPA operating costs, per FY 2004 supplemental language (See Table C-7.) The OMB indicated 
that this is accounting adjustment will be carried across all columns.
cJuly 5, 2005 OMB Reapportionment changes not included in DoS fi gures.

Table C-7  
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IRRF Funding Changes
Since September 2004, a number of major reallocation efforts have occurred. 
On September 30, 2004, the fi rst major reallocation shifted $1.94 billion from 
the water and sanitation sector and $1.07 billion from the electricity sector to 
the security sector ($1.8 billion), the justice sector ($461 million), the education 
sector ($80 million), and the private employment development sector ($660 
million). An additional $450 million was reallocated entirely within the oil 
sector.

In December 2004, an additional $457 million was reallocated to meet 
emerging needs in the electrical sector ($211 million) and to provide post-
battle damage reconstruction and rehabilitation in Sadr City, Najaf, Samarra, 
and Fallujah ($246 million). In March 2005, an additional $832 million was 
reallocated for management initiatives. The management initiatives include 
money for operations and maintenance programs at various power and water 
plants, urgent work in the electrical and oil sectors, and cost growth incurred 
by design-build contractors. The DoS July 2005 Section 2207 Report reallocates 
$255 million for Provincial Reconstruction Development Committees, security 
forces, and election support.

Table C-8 outlines the major efforts to reallocate IRRF2 funds.
  

Major IRRF Funding Changes, as of July 5, 2005 (in millions)

Date Amount Sectors 

September 2004 $3,460  
Water and electricity sectors reduced. Security, justice, 

education, private development increased. Oil sector reallocated. 

December 2004 457 
Electrical sector reprogrammed internally.  Battle damage to 

Fallujah, Sadr City, Najaf, and Samarra 

March 2005 832 
Job creation, operations and maintenance (O&M) for water and 

power, electricity and oil, cost growth by contractors.

July 2005 255 

Reallocate funds to create Provincial Reconstruction 

Development Committees, train security forces, and support 

elections.

Total $5,004 

Note: Data not formally reviewed or audited. 

Table C-8

Operating Expenses 
Under P.L. 108-106, as amended, the SIGIR is required to report information 
on the operating expenses funded by the IRRF for U.S. government agencies 
or departments involved with the reconstruction of Iraq. Table C-9 provides 
the status of operating funds derived from the IRRF for each agency with a 
footprint of operational activities in Iraq. IRRF funds can be apportioned only 
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to the DoD, DoS, Treasury, USAID, and HHS; therefore, any organization 
listed outside those departments receives funds through one of those fi ve 
organizations. This table does not include mission-direct operating expenses.
Since the establishment of the U.S. Mission-Iraq and the transfer of governance 
authority on June 28, 2004, various groups involved with Iraq reconstruction 
have received support from the budget of the U.S. Mission-Iraq. This support is 
outside of the SIGIR’s IRRF reporting requirements.

Agency-specifi c IRRF-funded Operating Expenses, as of June 30, 2005 
(in millions) 

Agency 
FY 2005 
Allocated 

FY 2005 
Obligated 

FY 2005 
Expended 

FY 2004 
Allocated 

FY 2004 
Obligated 

FY 2004 
Expended 

Department of 
Defensea $10.235 $10.235 $98.362 $150.54 $150.54 $52.617

USACE $0.043 $0.040 $0.432b $12.58 $9.33 $6.41 

Dept. of Treasury $0 $0 $0 $0.78 $0.00 $0.20 

Dept. of Homeland 
Security 

$2.950 $2.483 $2.483 - - -

Dept. of Justicec $0 $48.584 $9.101 $146.037 $76.426 $44.985 

Dept. of Stated NA $3.528 $1.579 NA $2.826 $2.290

Dept. of Health and 
Human Services 

$0 $0 $0 $0 $0 $0 

Dept. of 
Transportation 

$0 $0 $0 $0 $0 $0 

Dept. of Commerce $0 $0 $0 $0 $0 $0 

Dept. of  Labor $0 $0 $0 $0 $0 $0 

Dept. of Agriculture $0 $0 $0 $0 $0 $0 

IRRF2 IRRF2 IRRF2 IRRF1 IRRF1 IRRF1 

Allocated Obligated Expended Allocated Obligated Expended 

USAIDe $153.00 $129.03 $77.51 $38.67 $38.65 $36.86 

Note: This is the exact data as it was received by the SIGIR and has not been formally reviewed, verifi ed, or 
audited. These operating expenses do not include mission-direct operating expenses.
aDoD FY 2005 operating expense is a building rehab and will be re-classifi ed as a reconstruction asset by 2007. 
bFY 2005 expenditures include funds disbursed from FY 2004 obligated. 
c DoJ reported its no-year monies in the FY 2004 columns. 
d Figures provided for DoS INL only. Allocated fi gures not available.
eUSAID reported information by fund type.

  Table C-9  

Since its inception as the Coalition Provisional Authority Inspector General 
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(CPA-IG), the SIGIR has tracked the operational expenses of the CPA. CPA 
daily operations from April to November 6, 2003, were initially supported by 
the Iraq Freedom Fund (IFF), which was created by P.L. 108-11 in April 2003. 
As of February 28, 2005, $573.3 million have been allocated, $568.2 million 
have been obligated, and $507.6 million have been disbursed. From November 
6, 2003, to June 28, 2004, CPA operations were funded from P.L. 108-106. 

As the U.S. Mission-Iraq became operational and the Iraq Reconstruction 
Management Offi ce (IRMO) assumed the duties of the CPA, $105.75 million 
were transferred from the CPA’s P.L. 108-106 appropriation to the DoS to fund 
these operations. The status of these transferred funds is included in Table 
C-10, which is an update of the status of those funds as of June 30, 2005. The 
Congress also authorized the funding of CPA-IG operations (now the SIGIR) 
with $75 million from the 2004 Defense-wide operations and maintenance 
(O&M) appropriations.

Status of Supplemental Iraq Reconstruction Funding, P.L. 108-106, as of 
July 6, 2005 (in millions) 

Source Appropriated Apportioned Committed Obligated Expended 

IRRF2a $18,439.5 $17,656.9 $16,664.2 $13,803.2 $6,479.8

CPA-OPS 768.8 768.8 768.8 767.6 694.8

IRMOb
 129.5 129.5 105.6 105.6 90.4

SIGIR 75.0 75.0 75.0 29.6 20.2

Total $19,412.8 $18,630.2 $17,613.6 $14,706.0 $7,285.2

Note: Data not formally reviewed or audited. 
a Includes  $23.8 million apportionment for reporting purposes
bFigures from DoS Iraq Weekly Update, other fi gures from 7/6/05, others from 6/30/05 close of quarter

Table C-10 

Other U.S. Appropriated Funds
On May 11, 2005, P.L. 109-13 appropriated $5.7 billion for the “Iraq Security 
Forces Fund” to provide funding for equipment, supplies, services, training, 
facility and infrastructure repair, renovation, and construction.

Sources and Uses of Funding for Iraq Relief and Reconstruction 
Data Clarifi cation 

The SIGIR compiled data on the sources, uses, and status of Iraq 
reconstruction funds from the OMB, DFAS, U.S. Army, DoS, USAID, Treasury, 
U.S. Trade and Development Agency, IMF, and World Bank. The SIGIR 
analyzed the data for reasonableness and consistency across sources of data. 
The SIGIR did not review or audit the processes, controls, or systems in place 
at the providing agency or organization. The SIGIR accepted the validity of 
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the data provided and believes that the presentation of Sources and Uses of 
Funds in this Report is a reasonable compilation of the status of Iraq relief and 
reconstruction funding through June 30, 2005 (unless an alternative date is 
noted).
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Appendix D

Iraq Relief and Reconstruction Fund Apportionments by Agency
This appendix presents a table that details the apportionment of Iraq Relief 
and Reconstruction Fund allocations of funds by agency. The source of this data 
is the Offi ce of Management and Budget (OMB) and refl ects both the new 2207 
section allocations requested by the Department of State (DoS) and the latest 
round of OMB apportionment. (Data is current as of June 13, 2005.)  Detailed 
information on DoS programs can be found at 
http://www.state.gov/s/d/brm/rls/2207/
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Appendix E

Iraqi Funds
This appendix provides an update on Iraqi funds used for reconstruction. It 
includes information on these categories of funds:

• Seized funds
• Vested funds
• Development Fund for Iraq funds
• Oil-for-Food Program funds
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Iraqi Funds
Iraqi funds available for reconstruction can be grouped into three categories: 
seized funds, vested funds, and funds deposited in the Development Fund for 
Iraq (DFI):
• Seized funds are former Iraqi regime monies confi scated by coalition forces. 

• Vested funds are Iraqi funds in U.S. banks that were frozen by executive 
order, vested in the U.S. Treasury, and authorized for use to benefi t the 
people of Iraq.

• The DFI was created by the Coalition Provisional Authority (CPA), and 
the United Nations (UN) concurred on May 2003 (UNSCR 1483). The DFI 
contains proceeds from Iraqi oil sales, repatriated assets from the United 
States and other nations, and deposits from unencumbered Oil-for-Food 
(OFF) program funds. Since the transfer of governance authority to the Iraqi 
Interim Government (IIG) on June 28, 2004, total deposits to the DFI can 
only be estimated, because the SIGIR does not have access to information 
on the status of DFI funds now under Iraqi Transitional Government (ITG) 
control. DFI totals for funds obligated and disbursed are not available. The 
DFI funds the Iraqi National Budget, primarily from current oil sales.

Seized Funds

Coalition military forces seized $926.8 million in funds from the former Iraqi 
regime. Virtually all of the seized funds have been allocated. Current Defense 
Finance and Accounting Service (DFAS) accounting systems indicate that 
$896.6 million have been obligated and $811.9 million have been expended as 
of June 30, 2005. U.S. Army accounting offi cials have not reconciled or fully 
audited the totals for seized funds. Most seized assets were used for:

• non-ministry repairs and humanitarian assistance
• Iraqi ministry operations
• the Rapid Regional Response Program (RRRP or R3P)
• the Commanders’ Emergency Response Program (CERP)
• fuel products (propane, diesel, heating oil, etc.) for the Iraqi people
For a detailed listing of expenditures of seized funds, see Table E-1.
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Seized Currency, as of June 30, 2005 (Figures in dollars)

Program Category Ceilings Obligations Disbursements 

Non-ministry Repair/Reconstruction/ 
Humanitarian Assistance 

$317,775,547 $313,035,518 $272,341,859 

Ministry Operations 268,551,462 262,673,207 262,673,207 

Regional Directors and Commanders/ 
Emergency Response Fund 

200,128,000 199,290,267 198,119,562 

Benzene and Liquid Propane Gas Purchase 90,000,000 90,000,000 85,500,000 

Stipend Pay 45,000,000 30,837,989 30,837,989 

Iraqi Constitutional Convention IT Support 3,823,000 0 0 

Ministry of Finance – MANPADS Weapons 
Buyback Program 

1,500,000 715,325 457,225 

Undistributed Disbursements 0 0 (38,047,734) 

Total $926,778,009 $896,552,306 $811,882,108 

Percent disbursed against obligations – 90.6%. 
Note: Data not formally reviewed, audited, or verifi ed.
Reported by Defense Finance and Accounting Service, as of June 30, 2005. 

Table E-1

Vested Funds

In response to a UN resolution passed after the fi rst Gulf War, the United 
States froze Iraqi assets (UNSCR 661, August 1990; Presidential Executive 
Order 12817 of October 23, 1992). Presidential Executive Order 13290 of March 
20, 2003, vested frozen funds for use in Iraq. As of June 30, 2005, $1.724 billion 
had been transferred for use in Iraq, of which $1.705 billion (98.88%) had been 
obligated, and $1.687 billion (97.98%) had been expended, according to current 
accounting records provided by the Joint Area Support Group Comptroller in 
Baghdad. 

Vested funds are used primarily for: 

• Iraqi civil servant salaries, pensions, and individual relief payments
• Iraqi ministry operations 
• repair and reconstruction

Although the bulk of frozen Iraqi assets was vested and sent to Iraq, a balance 
of $396.6 million remained. The U.S. government transferred $208.6 million 
to the DFI and set aside $128 million for perfected judgments. The amount of 
frozen assets remaining in the United States is currently $44.9 million (down 
from $60 million), largely because of a reconciliation of blocked tangible Iraqi 
assets.
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For a more detailed listing of expenditures from vested funds, see Table E-2.

Vested Assets, as of June 30, 2005

Program Category Ceilings Obligations Disbursements 

Regular Payments Iraqi Civil Servants/Other $1,009,825,000 $1,009,274,635 $1,006,383,958

Ministry Operations 375,555,000 364,452,311 356,813,300

Non Ministry Repair/Reconstruction  & 
Humanitarian Assistance

129,532,000 123,863,468 120,398,843

Regular Pension Payments 99,510,000 99,509,995 99,509,995

Emergency Payments 79,924,000 78,938,700 78,924,250 

Mobile Radios (Police, Fire, Emergency) 
(DISA)

15,800,000 15,800,000 15,424,582

Hospital Generators 9,000,000 9,000,000 8,197,645

Emergency Projects less than $200,000 2,475,000 2,474,705 2,474,705

Fire Stations 2,186,000 1,242,545 1,094,965

Stipend Pay 190,000 89,480 0

Specialized Workers 134,000 133,620 133,620

Total $1,724,131,000 $1,704,779,459 $1,689,355,862

Percent disbursed against obligations – 99%.
Note: Data not formally reviewed, audited, or verifi ed.
Reported by Defense Finance and Accounting Service.

Table E-2

Development Fund for Iraq

The DFI was established by the CPA with UN concurrence in May 2003 to 
serve as the primary fi nancial vehicle to channel revenue from Iraqi oil sales, 
unencumbered OFF deposits, and repatriated Iraqi assets to the relief and 
reconstruction of Iraq.

When the IIG assumed governance authority, responsibility for the DFI sub-
account was transferred to the Chief of Mission on June 28, 2004. As a result, 
the SIGIR no longer has access to or visibility of DFI account status, beyond 
the portion of DFI authorized by the Iraqi Minister of Finance for the U.S. 
government to disburse against DFI-funded contracts awarded by the CPA. 
The December 2004 estimate of DFI revenues was $30 billion. Since that time, 
approximately $8 billion of additional oil revenue has been added, bringing the 
June 30, 2005 estimated DFI revenues to $38 billion. 

DFI Transition Sub-account

Prior to the transfer of governance authority to the IIG, the administration 
of contracts awarded by the CPA from DFI funds was delegated to the U.S. 
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government. A separate sub-account, the “Central Bank of Iraq/Development 
Fund for Iraq/Transition,” was created at the Federal Reserve Bank of New 
York to enable payment for work on those contracts. In addition to the Federal 
Reserve funds, cash has been provided to enable payment in Iraq for those 
projects that require this method of payment.

On June 15, 2004, the Iraqi Minister of Finance designated the Director of the 
Program Management Offi ce (PMO), now the Project and Contracting Offi ce 
(PCO), to administer and make payments on those DFI contracts that:

• were entered into before June 28, 2004
• were not secured by a letter of credit 
• did not exceed the limit of $800 million
 
This initial limit was intended as a fi rst step toward ensuring the continuity of 
the execution for these contracts because it was known that the overall liability 
would substantially exceed this amount. The Ministry of Finance increased 
the amount provided to the DFI Transition sub-account to meet contract 
obligations at his discretion.

DFI Sub-account deposits are depicted in Table E-3.

DFI Transition Sub-account Deposits, as of July 7, 2005 (in millions) 

Transfer/Deposit Date Amount 

Starting balance for DFI Sub-
account

June 28,  2004 $800.00

Transfer of vested funds into the DFI 
to buy specifi c letters of credit

August 17, 2004 3.33

Transfer of vested/seized funds to 
DFI to buy specifi c letters of credit

August 31, 2004 18.04

Request $400M increase September 20, 2004 400.00

Transfer of seized funds to DFI to 
buy specifi c letters of credit

October 8, 2004 0.45

Request $800M increase November  23, 2004 800.00

Request $800M increase December 24, 2004 800.00

Interest earned & posted by Federal 
Reserve Bank a July 7, 2005 5.59

Total $2,827.40

Note: Data not formally reviewed or audited. 
a Interest earned on account balances is credited to Iraqi Transitional Government fund (See Table E-4)

Table E-3
$217.7 million of DFI cash that was in the possession of CPA offi cials when 
governance transferred to the ITG has been retained for payment of DFI 
obligations. An additional $84 million of Iraqi funds passed through the 
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DFI sub-account to U.S. military units to fund a matching grant by the ITG 
(Commanders’ Humanitarian Relief and Reconstruction Program). This 
transfer was executed for ease of currency disbursement and is not part of the 
execution of DFI sub-account contracts.

In December 2004, outstanding DFI sub-account liabilities were estimated at 
$3.5 billion. Because of the $3.017 billion provided by the ITG, this created 
an unfunded liability of $486.8 million. The April 2005 Department of State 
Section 2207 Report, revised this liability to $42 million as of March 2005.

Table E-4 provides the DFI fund status as of July 7, 2005.

DFI Transition Sub-account Fund Status, as of July 7, 2005 (in millions) 

Sources of Funds Bank Cash 

Beginning Balance $800.0 $217.7

Additional ITG Funds a 2,027.4 0.0 

Total $2,827.4 $217.7

Uses of Funds Bank Cash 

Allocated and Paid $1,956.8 $132.0

Allocated and Unpaid 870.6 85.7

Unallocated 0.0 0.0

Total $2,827.4 $217.7

Note: Data not formally reviewed or audited. 
a Interest earned on account balances is credited to the ITG fund.

Table E-4 

Other Iraqi Potential Repatriated Funds

The ITG retains primary responsibility for seeking worldwide recovery, under 
UN resolutions, of Iraqi assets frozen in response to past actions of the former 
regime. The U.S. government continues to actively assist the ITG in its search 
and recovery effort, but no longer has access to information on recovered asset 
balances.  

The Oil-for-Food Program  

The UN Oil-for-Food (OFF) program traded Iraqi oil for goods and services 
(primarily food) to alleviate suffering caused by the UN Iraqi oil embargo. The 
program’s oil sales operation began in December 1996, and its last oil sales 
occurred in March 2003–just before Operation Iraqi Freedom began. Food 
distribution was interrupted during hostilities. On May 22, 2003, the UN lifted 
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its sanctions and gave the OFF program six months to conclude operations. On 
November 21, 2003, the UN OFF program offi cially ended. 

Detailed fi nancial information about the OFF’s revenues and expenditures 
from December 1996 until December 2002 is included in the SIGIR January 
2005 Report. In March 2005, the UN released unaudited fi nancial statements 
for calendar year 2004, but not for calendar year 2003. This omission precludes 
any substantive further analysis because activities in 2003 included vital 
revenue and expenditure operations. The SIGIR is waiting for the UN to 
release operating information for 2003. 

The OFF program remits surplus uncommitted OFF funds to the DFI when 
previously obligated amounts become available as unexecuted letters of credit 
expire. As of June 30, 2004, $8.6 billion have been transferred to the DFI 
from the OFF program ($8.1 billion while under U.S. control). The ITG is now 
responsible for the oversight of OFF contracts. The ITG will decide which 
contracts will be allowed to expire unexecuted or partially executed and which 
will be honored with the delivery of goods and services already paid for by OFF 
past revenues.       
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Appendix F

Donor Funds
This appendix provides an update on international fi nancial support pledged to 
Iraq. The funds described in this section include:

• Donor Funds
• Humanitarian Aid
• Bilateral Aid
• The International Reconstruction Fund Facility for Iraq
• International Loan Programs
• Iraqi Debt Relief
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Donor Funds
In response to the relief and reconstruction requirements in Iraq, many 
countries and several international organizations have donated aid. At 
the Madrid Donor Conference in October 2003, non-U.S. donor nations 
and international organizations pledged $13.5 billion for the medium-term 
reconstruction of Iraq (2004-2007). Since then, periodic donor meetings are 
held to coordinate international activities and implementation of the Madrid 
pledges. The latest was held in Tokyo, October 14-15, 2004, and the next donor 
meeting is scheduled for July 18-19, 2005, in Jordan. For a comprehensive 
list of the Madrid pledges, see Table F-1. Individual donor nations pledged 
approximately $8 billion for reconstruction aid, supplementing their previous 
humanitarian aid. The World Bank and International Monetary Fund (IMF) 
pledged another $5.5 billion in aid through loans.

Pledges of Reconstruction Aid to Iraq by Country, as of July 7, 2005

Donor Updated Pledges 

Australia $45,590,000 

Austria 5,480,000 

Belgium 5,890,000 

Bulgaria 640,000 

Canada 187,470,000 

China 25,000,000 

Cyprus 120,000 

Czech Republic 14,660,000 

Denmark 26,950,000 

Estonia 80,000 

Finland 5,890,000 

Greece 3,530,000 

Hungary 1,240,000 

Iceland 2,500,000 

India 10,000,000 

Iran 10,000,000 

Ireland 3,530,000 

Italy 235,620,000 

Japan 4,914,000,000 

Korea 200,000,000 

Kuwait 500,000,000 

Lithuania 30,000 

Luxembourg 2,360,000 

Malta 27,000 

Netherlands 9,420,000 
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Pledges of Reconstruction Aid to Iraq by Country, as of July 7, 2005

Donor Updated Pledges 

New Zealand 3,350,000 

Norway 12,870,000 

Oman 3,000,000 

Pakistan 2,500,000 

Qatar 100,000,000 

Saudi Arabia 500,000,000 

Slovenia 420,000 

Spain 220,000,000 

Sri Lanka 75,500 

Sweden 33,000,000 

Turkey 50,000,000 

United Arab Emirates 215,000,000 

United Kingdom 452,330,000 

Vietnam 700,000 

International Organizations 

European Commissiona 518,119,988 

IMF (low range) 2,550,000,000 

World Bank (low range) 3,000,000,000 

Total (without the United States) $13,871,392,488 

a Includes additional January 2005 pledge of 200 million euros (approximately $260 million), not yet formally committed to 
UNDG or World Bank Iraqi Trust Fund. 
Note: Data not formally reviewed, audited, or verifi ed. 

Table F-1

Humanitarian Aid
In the immediate aftermath of Operation Iraqi Freedom, various countries and 
United Nations (UN) organizations provided $849 million in humanitarian aid 
through December 2003 (excluding U.S. and Oil-for-Food assistance). This aid 
was not counted as part of the Madrid Donor Conference reconstruction pledge 
amounts.

Bilateral Aid
Bilateral project aid is provided directly from a donor country to Iraq. As of 
June 30, 2005, the Department of State (DoS) estimates that approximately 
$1.45 billion in bilateral project assistance has been donated to Iraq. Much of it 
has been donated by Japan, the largest non-U.S. donor country. Highlights of 
individual donor country activities are included in the DoS Section 2207 Report 
of July 5, 2005.
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The time period applicable for Madrid Donor Conference pledges is 2004-2007. 
The change of Iraqi governance authority on June 28, 2004, led several Persian 
Gulf nations to initiate discussions with Iraqi authorities about fulfi lling their 
Madrid pledges. The Persian Gulf nations are the principal holders of Iraqi 
sovereign debt. Forgiveness of the more than $60 billion in non-Paris Club 
debt would eclipse their pledges and possibly elicit other donor contributions. 
Furthermore, the recent election of the current Iraqi government provides an 
opportunity for the Gulf States to develop the personal relationships that may 
encourage action.

International Reconstruction Fund Facility for Iraq 
In addition to the direct bilateral aid, much of the assistance pledged 
by individual nation states is being channeled through international 
organizations. The Madrid conference established the International 
Reconstruction Fund Facility for Iraq (IRFFI) to give donor countries a 
multilateral channel for their assistance to Iraq. 

The IRFFI has two trust funds, one administered by the World Bank and 
the other by the United Nations Development Group (UNDG). These two 
trust funds are the primary delivery mechanisms for aid to Iraq. A Facility 
Coordination Committee coordinates the two trust funds. The committee, 
which meets monthly, includes members of the World Bank and UNDG. A 
member of the International Monetary Fund (IMF) participates as an observer. 

As of June 2005, these are the current commitments to the two trust funds: 

• $395.2 million was committed to the World Bank trust fund.
• $672.5 million was committed to the UNDG trust fund.

These are the deposits to the funds:
 
• $392.1 million was deposited with the World Bank.
• $667.6 million was deposited with the UNDG.
 
A Facility Donor Committee, representing each government that has 
contributed at least $10 million to the IRFFI, meets semiannually to provide 
oversight and approve programs and priorities. The committee also has up to 
two members who are chosen by consensus from among donor nations whose 
contributions are less than $10 million.

The IRFFI UNDG trust fund has developed a strategic planning framework, 
organized along 11 “clusters,” in which various UN specialized agencies work 
together under a cluster lead agency. 

Although current commitments to the IRFFI total just over $1 billion, donor 
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nations pledged more than $8 billion at the Madrid Donor Conference. For 
the top 10 donor countries, the differences between IRFFI commitments and 
Madrid pledges total $6.7 billion. Just over half of this amount represents the 
pledge by the government of Japan to extend $3.5 billion in concessionary loans 
for Iraq reconstruction. Another approximately $1.45 billion is the bilateral aid 
provided by countries such as Japan, the United Kingdom, Spain, and Canada. 
Approximately $2 billion in unrealized pledge amounts comes from eight of the 
top ten pledged countries (excluding Japan and the United Kingdom). These 
countries are primarily Persian Gulf nations with large Iraqi debt holdings.

As of June 30, 2005, $1.06 billion has been deposited into the IRRFI. Table F-2 
summarizes international trust fund commitments and deposits by country.
 

Total IRRFI Donor Contributions and World Bank Iraq Trust Fund Allocations, as of 
June 30, 2005 

Donor 
Commitments Deposits 

World Bank United Nations World Bank United Nations 

Australia $10,200,000 $4,396,800 $10,200,000 $4,396,800

Australia (Dept. of Immigration) N/A 3,292,462 N/A 3,292,462

Belgium N/A 1,320,995 N/A 1,320,995

Canada 22,260,000 37,767,199 22,260,000 37,767,199

Denmark N/A 4,525,870 N/A 4,525,870

European Commission 102,500,000 101,610,269 102,500,000 101,610,269

European Commission (RRM)1 N/A 25,141,605 N/A 23,572,978

European Commission 
(Human Rights)1 N/A 1,307,190 N/A 1,056,803

Finland 2,580,000 3,885,600 2,580,000 3,885,600

Greece1 N/A 3,901,235 N/A 763,980

Iceland 1,000,000 500,000 1,000,000 500,000

India3 2,500,000 5,000,000 2,500,000 5,000,000

Ireland N/A 1,226,400 N/A 1,226,400

Italy N/A 15,876,981 N/A 15,876,981

Japan 130,000,000 360,950,528 130,000,000 360,950,528

Luxembourg N/A 200,000 N/A 200,000

Luxembourg N/A 1,037,200 N/A 1,037,200

Korea 3,000,000 7,000,000 3,000,000 7,000,000
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Total IRRFI Donor Contributions and World Bank Iraq Trust Fund Allocations, as of 
June 30, 2005 

Donor 
Commitments Deposits 

World Bank United Nations World Bank United Nations 

Kuwait 5,000,000 5,000,000 5,000,000 5,000,000

The Netherlands 6,190,000 6,697,000 6,190,000 6,697,000

New Zealand N/A 2,361,200 N/A 2,361,200

Norway 2,200,000 7,009,288 2,200,000 7,009,288

Qatar 5,000,000 5,000,000 2,500,000 5,000,000

Spain 20,000,000 0 20,000,000 0

Sweden 5,400,000 6,824,493 5,810,000 6,824,493

Turkey 1,000,000 200,000 0 200,000

United Kingdom 71,380,000 55,542,000 71,380,000 55,542,000

United States 5,000,000 5,000,000 5,000,000 5,000,000

Total2, 4 $395,210,000 $672,574,315 $392,120,000 $667,618,046

1 USD equivalent of commitments not yet deposited are estimates based on UN Operational Exchange rates. 
2 Figures deposited may vary from fi gures initially pledged due to fl uctuation of the exchange rate between the dollar, and 
the  currency in which the pledge was made, and from the time at which the pledge was made until the date of deposit.
3 Agreement letter signed for U.S. $2.5 million. Actual pledge is U.S. $ 5.0 million. 
4 Deposit fi gures reported from June 30, 2005 UNDG Iraqi Trust Fund report. 
Note: Data not formally reviewed, audited, or verifi ed. 

Table F-2

IRFFI projects remain outside the Project and Contracting Offi ce (PCO) 
program, but efforts between the PCO and IRFFI must be coordinated on all 
levels. The Iraq Strategic Review Board (ISRB) and the Iraqi government serve 
as central points of coordination to encourage direct communication between 
the organizations.

The IRFFI Website (http://www.irffi .org) has a detailed project and program 
description of both the World Bank trust fund efforts and those of the UNDG.

UNDG Iraq Trust Fund
In early 2004, the UN country team for Iraq developed a strategic assistance 
plan that has since been formally approved by the Iraqi government and the 
donor community. The key elements of the plan are: 

• grouping of sector activities into 11 clusters 
• encouragement of joint logistical support across cluster activities
• Iraqi prioritization of reconstruction needs as part of the planning process

Table F-3 lists the UN organizations participating in the reconstruction of Iraq.
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UN Organizations Participating in Iraq Reconstruction by Project Total, as of March 18, 2005 

Participating UN Organizations Amount 

United Nations Development Program $127,597,892 

United Nations Children’s Fund 64,753,604 

World Health Organization 60,602,700 

United Nations Offi ce for Project Services/EAD 58,735,430 

United Nations Development Program/EAD 48,789,746 

Food and Agriculture Organization (United Nations) 35,594,086 

United Nations – HABITAT 31,366,669 

United Nations Environment Program 15,700,000 

United Nations Educational, Scientifi c and Cultural Organization (since 1945; Paris, France) 14,757,624 

United Nations Offi ce for Project Services 14,461,539 

United Nations Population Fund (formerly United Nations Fund for Population Activities) 12,603,477 

United Nations Industrial Development Organization 10,950,550 

United Nations High Commissioner for Refugees 7,126,200 

World Food Programme (United Nations) 4,000,000 

United Nations Development Fund for Women 1,904,616 

Economic and Social Commission for Western Asia 1,000,000 

International Labour Organization 321,000 

Total Approved Funding $510,265,133 

Note: Data not formally reviewed, audited, or verifi ed. 

Table F-3

The number of organizations and size of the projects reinforce the need for a 
cluster approach to coordinate activities across UN organizations. The UNDG 
Trust Fund has formalized general principles for prioritizing programs within 
a cluster and for prioritizing cluster activities for funding. A steering committee 
is responsible for allocating the funds, and Iraqi authorities must approve all 
projects before their implementation.

World Bank, International Monetary Fund, and Donor Loan Programs
The World Bank and IMF have announced potential assistance packages to 
Iraq worth between $5.5 billion and $9.25 billion. Aid to Iraq from Japan, the 
largest non-U.S. benefactor, is primarily in the form of a loan ($3.5 billion). 
The World Bank currently envisions an initial lending envelope of $500 million 
from the International Development Association (IDA) and $500 million from 
the International Bank for Reconstruction and Development (IBRD) during 
FY 2004 and FY 2005. During the second week of December 2004, the World 
Bank country director for Iraq received a written request for IDA funding. On 
December 16, 2004, Iraq cleared its arrears to the World Bank. As of July 8, 
2005, any World Bank loans to Iraq were still in the negotiation phase.
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The IMF has pledged assistance to Iraq with an initial $850 million in 
Emergency Post-confl ict assistance and follow-up assistance loans of 
$850–1,700 million. On September 29, 2004, the executive board of the IMF 
approved a disbursement of approximately $436.3 million, denominated in 
special drawing rights (SDR)4. This initial grant of emergency post-confl ict 
assistance occurred after Iraq settled its arrears to the fund of SDR 55.3 million 
(approximately $81 million U.S.) on September 22, 2004. In addition to settling 
its IMF arrears, Iraq has paid for an increase in its quota under the IMF’s 
Eleventh General Review of Quotas. Iraq’s quota has increased from SDR 504 
million ($740.1 million U.S.) to SDR 1.19 billion ($1.75 billion U.S.). This quota 
increase was a combination of a payment of $251 million in cash and a non-
interest bearing promissory note for the balance (total payment of $1.08 billion 
U.S.). Iraq can draw on its quota with the concurrence of the IMF leadership.

The World Bank has provided valuable analytical and administrative support 
for the reconstruction of Iraq, including participation in the joint needs 
assessment with the UN in October 2003 and administration of the World 
Bank Iraq Trust Fund (WBITF). The World Bank uses WBITF resources to 
fi nance projects and internally budgeted resources for economic and sector 
work, as well as policy advice. The bulk of the initial round of World Bank 
projects has focused on emergency needs, primarily in water supply and 
sanitation, health care, and education.

By 2009, the World Bank expects to lend an additional $2-4 billion beyond 
its initial set of loans, but subsequent lending is “predicated on an optimistic 
scenario of improvements in political stability and security, rapid economic 
recovery (including the oil sector), and generous debt relief,” according to the 
Interim Strategy Note of the World Bank Group for Iraq, January 14, 2004. 
This document outlined three objectives for the interim period (the fi rst six to 
nine months of 2004): 

• Prepare and implement emergency operations to address urgent needs.
• Build Iraqi institutional capacity.
• Lay the groundwork for Iraq’s medium-term program (2005-2007).

The IMF shares the same concerns and may not provide the full amount 
pledged in Madrid without a sound macroeconomic framework and government 
commitment to key structural reforms in place.

Another objective of the WBITF is to build Iraqi institutional capacity. The 
fi rst project ($3.6 million), completed on August 2004, trained 581 Iraqi civil 
servants from 19 ministries to defi ne and prioritize international programs of 
support. The project focused on: 

• managing the project cycle 
• sector-specifi c training for Iraqi ministries 
• private sector capacity enhancement
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The second Iraqi institutional capacity building project, funded at $7 million, 
trains senior Iraqi policy-makers and technical specialists. The objective is to 
train Iraqis in economic reform and transition, public sector management, and 
management of the project cycle. The fi rst private sector development project 
($55 million) is scheduled to begin soon. This project fi nances part of the Iraqi 
telecommunications infrastructure and an electronic payment system, to 
promote direct investment and trade with Iraq, as well as to support private 
sector opportunities.

The third objective, laying the groundwork for Iraq’s medium-term program 
(2005-2007), is addressed by internal World Bank resources. The economic and 
sector work program is grouped in three clusters:

• economic reform and transition 
• poverty alleviation, safety nets, and social development 
• public sector management 

The World Bank, in collaboration with counterpart Iraqi ministries, is 
fi nalizing policy notes on key issues, which include reforms to investment 
climate, state-owned enterprises, trade, telecommunication sector, fi nancial 
sector, the oil and gas sector, as well as social protection and social safety-
net issues. Working versions of these policy notes are currently available: 
Investment Climate, Reform of State-Owned Enterprises, Food Grain Market 
Reform, and World Trade Organization Accession.

Iraqi Debt Relief
External debt relief is vital to Iraq’s reconstruction and long-term economic 
health. The November 21, 2004 agreement between Iraq and the members 
of the Paris Club to reduce Iraq’s $38.9 billion Paris Club debt by 80% was a 
crucial fi rst step. More specifi c terms of the agreement were outlined in the 
SIGIR January 2005 Report. Iraq has committed to seek comparable treatment 
from its other external creditors. The vast majority of those other creditors 
are offi cial bilateral creditors (primarily Gulf States) estimated by the IMF 
to hold $67.4 billion in debt. In addition to offi cial bilateral debt, Iraq owes 
approximately $15 billion to commercial creditors. The Iraqi Transitional 
Government continues efforts at reaching bilateral agreements.
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Appendix G

Memorandum of Understanding
This appendix reproduces the Memorandum of Understanding between the 
Offi ce of the Secretary of the Army and the SIGIR that outlines the Army’s 
logistical and support responsibilities with respect to the SIGIR.
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Appendix H

SIGIR Testimony, June 21, 2005 

This appendix reproduces the testimony submitted by Special Inspector 
General Stuart W. Bowen to the Committee on Government Reform 
Subcommittee on National Security, Emerging Threats, and International 
Relations of the U.S. House of Representatives on June 21, 2005.
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SIGIR Testimony, June 21, 2005

FOR OFFICIAL USE ONLY 
UNTIL RELEASED BY THE 
HOUSE COMMITTEE ON GOVERNMENT REFORM 

STATEMENT OF STUART W. BOWEN, JR. 
SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION 

BEFORE THE 

UNITED STATES HOUSE OF REPRESENTATIVES 
COMMITTEE ON GOVERNMENT REFORM 

SUBCOMMITTEE ON NATIONAL SECURITY, EMERGING THREATS 
AND INTERNATIONAL RELATIONS 

Tuesday, June 21, 2005 
Washington, DC 

Introduction 

Mr. Chairman, Ranking Member Kucinich, and members of the 
Committee: thank you for the opportunity to address you today on important 
matters regarding the United States role in the reconstruction of Iraq. 

This is my fi rst appearance before any committee of the Congress since I was 
appointed to help oversee Iraq reconstruction in January 2004.  I look forward to 
a productive exchange of views with you, which I hope will raise public awareness 
of, and congressional attention to, the progress our Nation has made in the 
reconstruction and rehabilitation of Iraq and the challenges we continue to face in 
this important endeavor. 

Background of the Offi ce of Special Inspector General for Iraq 
Reconstruction 

The Offi ce of the Special Inspector General for Iraq Reconstruction (SIGIR) is the 
successor to the Coalition Provisional Authority Offi ce of Inspector General (CPA-IG). 

Under its enabling statute, the CPA-IG was scheduled to terminate six 
months after the dissolution of the Coalition Provisional Authority (CPA). The 
CPA passed sovereignty to Iraq on June 28, 2004, and thus the CPA-IG ostensible 
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termination date became December 28, 2004. 

Congress recognized the need to continue special oversight of the U.S. role 
in Iraq’s Reconstruction, and thus it amended the CPA-IG enabling statute and 
re-designated the CPA-IG as the Offi ce of the Special Inspector General for Iraq 
Reconstruction.  Without enactment of this amendment, which became law on 
October 29, 2004, the CPA-IG would have ceased operations at the end of 2004. 

The signing of The National Defense Authorization Act for FY-2005 effected 
several changes, including the re-designation of CPA-IG as SIGIR.  It also directed 
that SIGIR report jointly to the Secretaries of State and Defense, and that the 
SIGIR audit and investigate programs and operations funded by the Iraq Relief and 
Reconstruction Fund – known as the “IRRF.” 

During 2004, my organization completed and published 14 audit reports covering 
a wide range of issues from CPA’s management of the Development Fund for Iraq 
to contracting practices.  Through most of last year, I maintained an audit staff 
in Baghdad of about 15 auditors and an investigative team of about fi ve criminal 
investigators.  My staffs in Baghdad and Arlington began to decrease during the 
latter part of 2004 as the CPA-IG sunset approached.  Most of our employees were 
detailed from other federal agencies, chiefl y the Department of Defense, and as 
their assignments expired, those agencies generally did not provide extensions or 
replacements as they expected our oversight would soon terminate. 

With the passage of the 2005 Defense Authorization Act authorizing our 
continued operation, SIGIR moved quickly to hire a new cadre of auditors and 
criminal investigators.  We have successfully reenergized our organization and will 
soon have 45 personnel deployed to Baghdad. 

I am very proud of my staff’s willingness to serve in the highly hazardous 
environment that is Iraq today.  They are a dedicated cadre of professionals; many 
could be auditing or investigating in much safer and more stable environments.  
Instead, they have volunteered to serve our country in these challenging times, 
bringing their expertise to bear on this substantial and signifi cant oversight issue. 

I believe that SIGIR is the point of the spear for oversight in Iraq; we 
are carrying out the mission that the Congress has assigned, with vigor, speed, 
and effi ciency.  In a nutshell, SIGIR is the “Taxpayers’ Watchdog” for the Iraq 
reconstruction program. 

On-Going Activities 

About two weeks ago, I returned from my eighth trip to Baghdad.  I am 
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satisfi ed that our organization is now operating at optimal levels, and our auditors 
and investigators are performing SIGIR’s mission in a way that will keep Americans 
informed about how their tax dollars are being spent on reconstruction.  SIGIR has 
a substantial presence in Iraq that ensures a thorough knowledge of reconstruction 
operations and a forward-leaning familiarity with those who are managing the 
reconstruction effort. 

SIGIR is making a meaningful impact on the fi ght against fraud, waste, 
and abuse.  To that end, I have directed my staff to be actively engaged so that our 
oversight profi le deters wrongful or wasteful conduct before it happens.  Given the 
fact that SIGIR is a temporary organization, I want to ensure that the effect of our 
oversight is “real time,” which differs somewhat from the typical Inspector General’s 
approach.  My goal is to correct ineffi ciencies as we fi nd them so that we can save 
taxpayer dollars today, rather than observe and report about such losses at a later 
date. 

I should add that we work closely with other oversight organizations 
that have jurisdiction over Iraq through a SIGIR-developed initiative: the Iraq 
Inspectors General Council.  The Council meets at least quarterly to discuss and 
coordinate oversight activities in Iraq, to avoid unnecessary duplication of effort, 
and to raise awareness of possible gaps in oversight coverage. 

Our work to promote the economic and effi cient use of U.S. funds provides 
the Congress and the Executive Branch insight into the challenges arising within 
the reconstruction program.  To date, we have published fi ve Quarterly Reports to 
Congress, the most recent on April 30, 2005, as well as 19 audit reports, covering 
a variety of matters important to the management of Iraq reconstruction.  Our 
reports are easily available to the public, in English and Arabic, on our Web site: 
www.sigir.mil. 

 
It is important that our oversight provide the best usable advice and 

immediate guidance so that those managing the reconstruction effort can make 
continuous improvement.  As I noted, SIGIR provides what I call “real-time 
auditing.”  We see our mission as both accomplishing longer-term analysis and 
providing expeditious and effective recommendations on the management of Iraq’s 
reconstruction.  Our most recent four audit reports are examples of this approach.  
These audit reports provided management with a review of certain operating 
procedures, practices, and accountability measures; upon publication of the reports, 
most of our recommendations had already been accepted and implemented during 
the course of the audit. 

Some have criticized our assessments for failing to account adequately for the 
constricting conditions that accompany working in a war zone fraught with danger 
and uncertainty.  I fully understand the nature of those conditions as I and my 
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staff experience them daily in Baghdad.  However, the diffi culties caused by those 
conditions underscore the need for fastidious accountability because the danger of 
fraud, waste, and abuse is potentially higher. 

The Development Fund for Iraq (DFI) 

You have invited me to testify today specifi cally on the matter of the 
Development Fund for Iraq (DFI) and its management by the United States. The 
DFI is composed of Iraqi oil revenues, unencumbered Oil-for-Food monies, and 
repatriated Iraqi assets accumulated since May 2003 for the rebuilding of Iraq.  
The DFI has accumulated $34.5 billion as of our April 30, 2005 Report.  While the 
U.S. transferred control over the DFI to the Iraqi Interim Government on June 28, 
2004, a part of the DFI has remained under U.S. control, specifi cally $3 billion as of 
March 2005, to allow the continued management of contracts undertaken before the 
2004 transfer of governance. 

Our reports about the DFI, chiefl y in audit reports summarized in our 
January 30th and April 30th reports to the Congress, are the result of work we 
began while meeting our mandate as the CPA Inspector General.  Our current 
statute focuses our oversight to the programs and operations funded by the Iraq 
Relief and Reconstruction Fund, specifi cally the $18.4 billion provided in the FY-
2004 Supplemental appropriation. Our existing authority no longer extends to funds 
that are subject to Iraqi governance. 

Of the 19 audits we have completed to date, four dealt exclusively with 
programs and operations funded by the DFI.  One of these, published on January 
30, 2005, reported on the oversight of DFI funds provided to the ministries of the 
Interim Iraq Government through the national budget process.

 
I am submitting SIGIR Audit Report No. 05-004: Oversight of Funds 

Provided to Iraqi Ministries through the National Budget Process, for the record of 
this hearing. 

This audit addressed $8.8 billion in Iraqi funds overseen by the CPA.  The 
number attracted a lot of attention and led to some misunderstanding.  To be clear: 
our audit report did not say that the DFI was “lost taxpayer money,” nor did we 
allege or imply that U.S. offi cials had engaged in any fraudulent practices.

 
Here’s what our January 30, 2005 audit report said: 

• the Coalition Provisional Authority provided less than adequate controls 
for approximately $8.8 billion in DFI funds provided to Iraqi ministries 
through the national budget process; 
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• specifi cally, the CPA did not establish or implement suffi cient managerial, 
fi nancial, and contractual controls to ensure DFI funds were used in a 
transparent manner;

• and, consequently, there was no assurance that funds were used for the 
purposes mandated by [United Nations Security Council] Resolution 1483. 

As noted, our DFI audit report did not address U.S. appropriated funds; 
this distinction does not lessen the importance of our oversight nor of our fi ndings.  
Indeed, the CPA’s management of Iraqi money was an important responsibility 
that, in my view, required more diligent accountability, pursuant to its assigned 
mandate, than we found. After many months of careful interviews and scrutiny of 
the documentation available, my auditors concluded that there were not adequate 
systems in place to ensure that the CPA knew what happened to the DFI funds 
after they were disbursed to the Iraqi ministries. 

This posed a signifi cant problem to the management of the DFI, which was 
assigned as a responsibility of the CPA by U.N. Security Council Resolution No. 
1483. 

This Resolution required that the DFI funds be used in a transparent manner to: 

…meet the humanitarian needs of the Iraqi people, for the economic 
reconstruction and repair of Iraq’s infrastructure, for the continued 
disarmament of Iraq, for the costs of Iraqi civilian administration, 
and for other purposes benefi ting the people of Iraq; 

While acknowledging the extraordinarily challenging threat environment 
that confronted the CPA, as well as a number of improvements they made to 
budgeting and fi nancial management for the Iraq Interim Government, we 
concluded nonetheless that the CPA management of Iraq’s national budget 
process and its oversight of Iraqi funds were burdened by incomplete reporting, 
ineffi ciencies, and poor management. 

In July 2004, the management in place in Iraq initially concurred with 
our draft audit fi ndings. However, the Defense Support Offi ce – Iraq (within the 
Department of Defense) subsequently disagreed with our fi ndings, as did the 
former Administrator of the CPA, Ambassador L. Paul Bremer.  In light of these 
disagreements, we carefully reviewed our audit fi ndings, delayed publication of the 
audit report for a number of months, and responded in detail to the issues raised by 
those disagreeing from our conclusions. 

Those who read the audit report will see the complete record of audit 
fi ndings, management comments, and our responses.  Those who disagreed with our 
comments challenged our fi ndings and conclusions, primarily using the existence of 
a diffi cult wartime environment as a defense.  Ambassador Bremer cited the lack 
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of a functioning Iraqi government civil service, as well as pay systems corrupted by 
decades of cronyism and ad Hoc fi xes.  In my view, the existence of these conditions 
should have prompted the imposition of more accountability and controls upon the 
interim Iraqi government structures. 

None of the arguments materially moved us from our overarching conclusion 
that the CPA had failed to establish and implement suffi cient managerial, fi nancial, 
and contractual controls to ensure DFI funds were used in a transparent manner; 
that there was no assurance that the subject funds were used for the purposes 
mandated by Resolution 1483. In our response, we addressed the core complaint in 
the following way: 

We fully recognize that the CPA operated in a dangerous working environment under diffi cult 
conditions. However, the existing administrative conditions should have underscored the need for 
controls over the disbursements to the Iraqi ministries. The CPA should have established controls 
and provided oversight over the fi nancial management of the DFI funds precisely because there was 
no functioning Iraqi government, no experience within the Ministry of Finance in managing the 
national budget, no budget or personnel records, and the payroll systems were corrupted by cronyism 
and ad hoc fi xes. On an individual basis, any of these conditions should have sent strong signals 
to fi nancial managers that weaknesses were widespread, posed unacceptable risks and called for 
forceful action. Those weaknesses should have represented goals for corrective actions, not reasons 
for inaction. 

Three other SIGIR audit reports, one released July 28, 2004 and two released 
on April 30, 2005, dealt with the management of the DFI. These are submitted for 
the record of this hearing: 

• CPA-IG Audit Report No. 04-009: Coalition Provisional Authority 
Comptroller Cash Management Controls over the Development Fund for 
Iraq 

• SIGIR Audit Report No. 05-006: Control of Cash Provided to South-
Central Iraq 

• SIGIR Audit Report No. 05-008: Administration of Contracts Funded by 
the Development Fund for Iraq 

Generally, these audit reports cited weaknesses of controls over DFI money. 
Whereas the audit report of controls over DFI funds disbursed to Iraqi ministries 
did not raise issues of potential fraud by U.S. personnel, the audit report of Cash 
Provided to South-Central Iraq did fi nd indications of fraud; we now have criminal 
investigations underway that will ferret out this wrongdoing.  The issues raised 
about shortcomings in continuing management of DFI contracts in our audit 
report of the administration of DFI contracts are being addressed by management.
Conclusion 

SIGIR is a specialized temporary oversight organization with an unusual 
mission. We seek to provide prompt and effective advice and recommendations to 
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those managing Iraq reconstruction, with the goal of working with management to 
save taxpayer dollars today.  The Iraq reconstruction program is rapidly moving 
forward.  

For SIGIR to make a meaningful difference, we must continue to utilize 
the concept of “real time” auditing.  In general practice, audits usually provide 
detailed and documented retrospective criticism of how money could have, or should 
have been saved, if more effi cient measures had been mandated by management. 
SIGIR works to close that reporting gap by pursuing a balanced approach – that 
is, working with management to make changes now, while retaining our required 
detachment as an oversight organization. I believe that this approach maintains our 
reportorial integrity, while promoting our collective goal – the highest and best use 
of U.S. resources in the Iraq reconstruction program. 

As I said, I recently returned from my eighth trip to Baghdad.  I am very 
encouraged by the response to our efforts to promote effi ciency of the current Iraq 
reconstruction management teams: the Project and Contracting Offi ce (PCO), the 
Multi-National Security Transition Command - Iraq (MNSTC-I), and at the U.S. 
Agency for International Development (USAID).  I commend the PCO management 
in particular for giving me and my staff complete access to their operations and for 
responding to our advice and recommendations in “real time.”

 
To be sure, those working to manage the reconstruction of Iraq are laboring 

under very diffi cult conditions.  In light of those conditions, I have told my staff 
that SIGIR will not hide our potential fi ndings until publication of an audit.  
Rather, we will lean forward in a transparent manner to provide management with 
constructive oversight about Iraq reconstruction, which I hope will help pave the 
way for the continuous improvement of this important endeavor. 

I look forward to hearing your views on our oversight and responding to your 
questions. 
     *****
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Appendix I

SIGIR Audits Completed
This appendix contains a list of completed audits on Iraq Reconstruction 
activities from the SIGIR as of June 30, 2005. 
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Report Number Audit  Report Title Date Issued

1 04-001 Coalition Provisional Authority Coordination of Donated Funds June 25, 2004

2 04-002 Management of Personnel Assigned to the Coalition Provisional Authority in 
Baghdad, Iraq

June 25, 2004

3 04-003 Federal Deployment Center Forward Operations at the Kuwait Hilton June 25, 2004

4 04-004 Task Orders Awarded by the Air Force Center for Environmental Excellence 
in Support of the Coalition Provisional Authority

July 28, 2004

5 04-005 Award of Sector Design-Build Construction Contracts July 23, 2004

6 04-006 Corporate Governance for Contractors Performing Iraq Reconstruction 
Efforts

July 21, 2004

7 04-007 Oil for Food Cash Controls for the Offi ce of Project Coordination in Erbil, Iraq July 26, 2004

8 04-008 Coalition Provisional Authority Control Over Seized and Vested Assets July 30, 2004

9 04-009 Coalition Provisional Authority Comptroller Cash Management Controls Over 
the Development Fund for Iraq

July 28, 2004

10 04-011 Accountability and Control of Materiel Assets of the Coalition Provisional 
Authority in Baghdad

July 26, 2004

11 04-013 Coalition Provisional Authority’s Contracting Processes Leading Up To and 
Including Contract Award

July 27, 2004

12 05-001 Coalition Provisional Authority Control of Appropriated Funds Oct. 22, 2004

13 05-002 Accountability and Control of Materiel Assets of the Coalition Provisional 
Authority in Kuwait

Oct. 25, 2004

14 05-003 Task Order 0044 of the Logistics Civilian Augmentation Program III Contract Nov. 23, 2004

15 05-004 Oversight of Funds Provided to Iraqi Ministries through the National Budget 
Process

Jan. 30, 2005

16 05-005 Compliance with Contract No. W911S0-04-C-0003 Awarded to Aegis 
Defence Services Limited

Apr. 20, 2005

17 05-006 Control of Cash Provided to South-Central Iraq Apr. 30, 2005

18 05-007 Administration of Iraq Relief and Reconstruction Fund Contract Files Apr. 30, 2005

19 05-008 Administration of Contracts Funded by the Development Fund for Iraq Apr. 30, 2005
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Appendix J

Summary of U.S. Oversight in Iraq
This appendix contains a list of completed audits, reports, and testimonies on 
Iraq reconstruction activities as of June 30, 2005 released by the SIGIR and the 
following fi ve agencies:

• U.S. Army Audit Agency (USAAA)
• Department of Defense Offi ce of Inspector General (DoD OIG)
• Department of State Offi ce of Inspector General (DoS OIG)
• Government Accountability Offi ce (GAO)
• U.S. Agency for International Development Offi ce of Inspector General  

(USAID OIG)
The audits from this list are further categorized according to the sector of 
the Iraq Relief and Reconstruction Fund (IRRF) they cover and the types of 
recommendations made.
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Summary of U.S. Oversight in Iraq
Public Law 108-106, as amended, requires the Special Inspector General 
for Iraq Reconstruction (SIGIR) to report to the Congress on the Iraq 
reconstruction efforts conducted by other government agencies. To increase the 
understanding of oversight efforts in Iraq, the SIGIR collected all completed 
audits from six U.S. oversight organizations. The goals of this effort were to 
paint an overall picture of the oversight efforts and to gain insight into the 
areas of concentration of audit coverage. The SIGIR’s audit summary includes 
both SIGIR audits and audits from these organizations:
• U.S. Army Audit Agency (USAAA)
• Department of Defense Inspector General (DoD IG)
• Department of State Offi ce of Inspector General (DoS OIG)
• Government Accountability Offi ce (GAO)
• U.S. Agency for International Development Offi ce of Inspector General 

(USAID OIG)

These organizations published 83 reports on Iraq reconstruction (documented 
at the end of this appendix), from which the SIGIR identifi ed 57 completed 
audits. The SIGIR focused on the 57 completed audits, which cover these two 
periods:
1. Before June 28, 2004 (May 2003–June 28, 2004, transfer of governance 

authority to Iraq)
2. After June 28, 2004 (through June 30, 2005)

Figure J-1 shows the number of audits covering each period.
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Figure J-1

Categorization of Audits According to IRRF Sector
The SIGIR classifi ed each audit by its scope and the IRRF sector to which 
it relates. The SIGIR developed this alignment to understand whether the 
audits addressed the necessary elements of the Iraq reconstruction business 
environment. Using the categorization already performed under the Lessons 
Learned Initiative, the SIGIR divided the scope into these categories:
• Acquisition/Contracting, including procurement, defi nitization, 

administration, and closeout
• Financial Management, including funds management and cash management
• Logistics
• Human Resources
• Planning and Program Management
• Strategic Communications and Information Management

The SIGIR referenced the Section 2207 Report of the Department of State 
(DoS) to determine the appropriate sector categories for Iraq reconstruction 
efforts. The report defi ned these 11 sectors, with attached IRRF allocations, as 
of April 5, 2005:

• Security and Law Enforcement ($5,036 million)
• Electric ($4,308 million)
• Water Resources and Sanitation ($2,157 million)
• Justice, Public Safety, and Civil Society ($2,130 million)
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• Oil Infrastructure ($1,723 billion)
• Private Sector Development ($860 million)
• Health Care ($786 million)
• Transportation and Telecommunications ($509 million)
• Education, Human Rights and Refugees, Governance ($363 million)
• Roads, Bridges, and Construction ($355 million)
• Administrative Expenses ($213 million)

The SIGIR determined that an additional sector was necessary to supplement 
the Section 2207 Report sectors and created a Management Operations sector 
for this analysis. 

The SIGIR categorized each completed audit  using a single scope classifi cation, 
and one or more sector classifi cations as appropriate. The SIGIR examined 
each audit and assigned the most appropriate scope, as well as all sectors to 
which the audit pertained. Table J-1 presents the aggregate view of the audit 
data. 
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Distribution of Iraq Reconstruction Audits, May 2003 – June 30, 2005 

IRRF Sector 
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May 2003 – June 28, 2004

Security & Law Enforcement 2 3

Electric 1

Water Resources & Sanitation 2

Justice, Public Safety, & Civil Society 1 1

Oil Infrastructure 2

Private Sector Development 3

Health Care 1 2

Transportation & Telecommunications 2 1 1

Education, Human Rights & Refugees, 
Governance

2 2 5 2

Roads, Bridges, & Construction 2 2

Administrative Expenses

Management Operations* 6 1 6 3 5 2 1 4

Subtotals 18 1 6 0 6 5 3 1 23 2

June 28, 2004 – June 30, 2005

Security & Law Enforcement 2 1

Electric 1

Water Resources & Sanitation 1

Justice, Public Safety, & Civil Society

Oil Infrastructure

Private Sector Development

Health Care

Transportation & Telecommunications

Education, Human Rights & Refugees, 
Governance

1 1

Roads, Bridges, & Construction

Administrative Expenses

Management Operations* 1 4 1 2 1 1

Subtotals 4 0 5 0 1 3 0 1 3 0

Total Audits 22 1 11 0 7 8 3 2 26 2

*Not a Section 2207 Report sector.
Note: A single audit could affect multiple IRRF sectors. In this case, it would be recorded in more than one row.

Table J-1
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The SIGIR arrayed this data by time and scope and then compared by business 
area the audit work performed before and after June 28, 2004. Figure J-2 
presents the details of this comparison. The SIGIR observed that prior to 
the transfer of governance authority, the most audited business areas were 
Procurement and Planning/Management. After June 28, 2004, Procurement 
and Administration were the most audited business areas. 

Figure J-2  

The SIGIR also arrayed the data by time and sector and then compared audit 
work performed in each sector before and after June 28, 2004. Figure J-3 
details the information that these preliminary observations are based on:
• There have been more audits of Management Operations than any other 

sector. 
• Since May 2003, Education, Human Rights and Refugees, Governance is the 

second-most audited sector. After June 28, 2004, however, more audits have 
occurred in the Security and Law Enforcement sector. 

• There have been no audits in the Administrative Expenses sector. 
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Figure J-3   *Not a Section 2207 Report sector.

Categorization of Audit Recommendations
The SIGIR also categorized audit recommendations. The SIGIR created these  
classifi cations to identify the type of recommendation being made:

• Add Staff
• Improve Contractor Oversight
• Develop New Procedures, Policies, Guidance, or Roles
• Follow Existing Procedures, Policies, or Guidance
• Improve Existing Procedures, Policies, or Guidance
• Initiate Inquiry, Reprimand
• Implement/Improve IT System

Audits in Each Sector, before June 28, 2004

0 5 10 15 20 25 30

Security & Law Enforcement

Electric

Water Resources & Sanitation

Justice, Public Safety, & Civil Society

Oil Infrastructure

Private Sector Development

Health Care

Transportation & Telecommunications

Education, Human Rights & Refugees, Governance

Roads, Bridges, & Construction

Administrative Expenses

Management Operations*

Number of Audits

Audits in Each Sector, after June 28, 2004

0 5 10 15 20 25 30

Security & Law Enforcement

Electric

Water Resources & Sanitation

Justice, Public Safety, & Civil Society

Oil Infrastructure

Private Sector Development

Health Care

Transportation & Telecommunications

Education, Human Rights & Refugees, Governance

Roads, Bridges, & Construction

Administrative Expenses

Management Operations*

Number of Audits



Special Inspector General for Iraq Reconstruction
July 30, 2005

Report to Congress

Appendix
J - 8

• Monitor, Cut Costs
• Verify Data
• Other

The SIGIR examined all of the audit recommendations from both periods and 
assigned a type to each recommendation. Table J-2 presents the results of this 
categorization.
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Distribution of Iraq Reconstruction Audit Recommendations, May 2003 – June 30, 2005 

Audit Recommendations
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May 2003 – June 28, 2004

Add Staff

Improve Contractor Oversight 1 2

Develop New Procedures, Policies, 
Guidance, or Roles

4 9 3 8 7 1

Follow Existing  Procedures, Policies, 
or Guidance

2 5 2 1

Improve Existing Procedures, Policies, 
or Guidance

4 2 3

Initiate Inquiry/Reprimand 2 2 1

Implement/Improve IT System

Monitor/Cut Costs 7

Verify Data 1

Other 1 2

Subtotals 9 1 31 0 5 13 0 0 10 1
June 28, 2004 – June 30, 2005

Add Staff 1

Improve Contractor Oversight

Develop New Procedures, Policies, 
Guidance, or Roles

6 1 1

Follow Existing  Procedures, Policies, 
or Guidance

2 5 3

Improve Existing Procedures, Policies, 
or Guidance

1

Initiate Inquiry/Reprimand 1 1

Implement/Improve IT System 4

Monitor/Cut Costs 1

Verify Data 3 1

Other 2

Subtotals 4 0 22 0 0 6 0 0 1 0
Total Recommendations 13 1 53 0 5 19 0 0 11 1

Table J-2
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The SIGIR arrayed audit recommendations by business area to compare audit 
work performed both before and after June 28, 2004. The SIGIR made these 
preliminary observations:
• The largest number of audit recommendations, both before and after the 

transfer of governance authority, has been made in Contract Administration. 
The next highest number has been made in Cash Management. 

• No audit recommendations have been made in Human Resources and 
Logistics. 

Figure J-4 presents the data used to make these observations.

Figure J-4

Audit Recommendations by Scope, before June 28, 2004
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The SIGIR arrayed audit recommendations by type to compare audit work 
performed both before and after June 28, 2004. The SIGIR observed that the 
number of recommendations on procedures, policy, and guidance covered 70% 
of the total number of recommendations. 

Figure J-5 presents the data used to make these observations.

Figure J-5
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Appendix K

Contracts
As required in P.L. 108-106, Section 3001 (i)(1)(F), as amended, Table K-1 
lists contracting actions funded by the Iraq Relief and Reconstruction Fund 
that have been entered into the SIGIR Iraq Reconstruction Information 
System.
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