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Why SIGIR Did This Study

SIGIR has a legislative requirementpi@pare
a final forensic audit on funds made availabl
for Iraq relief and reawostruction prior to its
termination. Based orthis requirement,
SIGIR has undertaken a series of focused
contract reviews examining major Iraq
reconstruction contractsThis report, the
eighth in the series @uchreviews, examines
two contracts fot.ocal Governancd’rogram
(LGP) activitiesawarded by the U.S. Agency
for International Development (USAID) to thi
Research Triangle Institute (RTY assist the
Iraqis in creating a more favorable
environment for local governance and to bui
the capacity ofepresentative councils and st
national offices of central government
ministries Thecontracts were awarded in
2003 and 2005 and hadatal value of
$598,218,622, as of June 3N08.

SI GI Rds o0 b joexaminecensactw
costs,outcoms, andmanagement oversight,
emphasizing issues related to vulnerabilities
fraud, waste, and abuse.

What SIGIR Recommends

SI GIR recommends t ha
DirectorIraqg take actions to improve
operational guidanc® facilitate contract
oversight;ensurethereviewof payment
vouchers and invoices before payments are
made; andake action toecovergeneral and
administrative and fixefeesthat may have
been improperlypaid to the contractas
allowable expenses against $185,000 in
government funds losty the contractor.

In commenting on a draft of this report,
USAI D concurred with
and recommendations, and outlined steps it
taking to address each recommendation.
USAID also provided technical comments th
we have included irhe report where
appropriate.

For more information, contact SIGIR Public Affairs
at (703) 4281100 orPublicAffairs@sigir.mil

October 21, 2008

CosT, OUTCOME, AND OVERSIGHT OF LOCAL
GOVERNANCE PROGRAM CONTRACTS WITH
RESEARCH TRIANGLE INSTITUTE

Costs Are Not Easily Linked to Outcomes

As of June 30, 200&JSAID has spent more than $513 miflion two
contracts with RTI for local governance programs in Iraq. However, the v
of the dollars spent is not easily linked to outcome because until April 20C
the wsk of individual activitiesvere not reported. Insteathstswere
reported at theggregate levelConsequently, we could not assess the
outcomes associated with the cost of individual activibeshe first four
contract years

Contract AchievementsWere Initially Unclear

Our work provides indications that the current outcomesisfftogram are
positive. However, we could not determine whether the government rece
appropriate value for the amount invested over the life of these contracts
two reasons. First, a process was not put in place for identifying project
objectivesand assessing outcome for the first four years of the contract.
Secondas discussedosts for this programwere reported at an aggregate
levelfor the first four yearsather than an activity level precluding an
assessment of the efficiency, effectivesieor value of individual activities.

SI GIR also noted that RTIG&6s ac
to specific program goals and objectives, in particular training activi
SIGIR acknowledges the difficulties in measuring the effect ofitrgjn
but believes that improvements can be made in this area.

Contract Management and Oversight Has Improved Over Time

Recent changes have iaohlpGPactwies.InUS A I
December 2006 USAID shifted greater program oversight responstbilit
USAID representatives assigned to Provincial Reconstruction Teams (PR
These representatives, called activity managers, assist in overseeing con
activity. We also identified several other contract management and overs
problems includingl) USAID did not initially assign sufficient personnel to
manage the contract; (2) USAI D we
performance in accordance with the Federal Acquisition Regulation and it
own Acquisition and Assistance Policy DirectiveddB) USA| D6 s r e
and approval process for RTI invoices and vouchers is inadequate. We &
identified an incident in which we belieWdSAID inappropriately paid
General and Administrativeosts andees for lost funds.

Lesson Learned Theoverall sucess of a contract is determined by the
success of its individual activities or tasks. Consequently, management r
information at the activity level on expected outcomes, progress toward
achieving outcomes, and costs to determine how discrete activities contri
to overall program goals and objectives. This is particularly the case for .
dollar-value contracts

——— Special Inspector General for Irag Reconstruction
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MEMORANDUM FOR: U.S. AMBASSADOR TO IRAQ
MISSION DIRECTORIRAQ, U.S. AGENCY PRINTERNATIONAL
DEVELOPMENT

SUBJECT: Review of CostDutcomeand Oversight of Local Governance Program Corgract
with Research Triangle Institut8IGIR 03003

We are providing this report for your information and use. We performed this audit bader t
authority of Public Law 10806, as amended, which also incorporates the duties and
responsibilities of inspectors general under the Inspectors General Act of 1978, as amended.
This report discusses the results of our review of two USAID contractfegbarch Triangle
Institute, forlocal governance program activitidhis audit was conducted as project number
7023.

We consideredvritten comments on a draft of this report from the U.S. Agency for International
Development when finalizing this repofthe comments are addressedhe Management
Comments section of threportand arancluded intheir entirety in appendik.

We appreciate the courtesies extended to the staffadditional information on this report,
please contaddlr. Glenn Furbif (glenn.furbish@sigir.mil 703428-1058); ¢ Ms. Nancee
Needham at (hancee.needi@imag.centcom.milj 703-343-9275)

WYhadud oot

Stuart W. Bowen, Jr.
Inspector General
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Cost, Outcome,and Oversight of Local Governance
Program Contracts with Research Triangle Institute

SIGIR-09-003 October 21, 20(8

Executive Summary

Introduction

A December 2006 amendment to SIGIBnabling legislation requires that SKSprepare a

forensic audit report on funds made available to the Iraq Relief and Reconstructioh Fumd.

2008 Defense Authorization Aoextended this same requirement to other funds, including the
Economic Support Funtl.Underthis requirement, SIGIRas undertaken a series of focused
contract reviews examining major Iraq reconstruction contracts. The objective of these audits is
to examine contraaost,outcome, and management oversight, emphasizing issues related to
vulnerabilities to fraud, wastand abuse.

This report, the eighth in the series of focused contract reviews, exammesntractgor local
governance prograith GP) activitiesto helpthe Iragis in creating a more favorable environment
for local governance and to build the capacityepresentative councils and subnational offices
of central government ministries to manage more effective, efficient, and responsive customer
services.In 2003 and 2005he U.S. Agency for International Development (USAIBYyvarded

two contractgo Resarch Triangle Institute (RTI)The total contract value diie two contracts
(LGP-1 and LGP2) was$598,218,622as ofJune 30, 2008.

S| G| oRjéctves wereto determine theossandoutcomso f RTI 6 s wor ksunder
andto evaluatdJ S A | bBvarsightof the contracts

Results in Brief

Costs Are Notasily Linked to Outcomes

As of June 30, 2008, the total value of the EGBnd LGP2 contracts is $59818,622b
$239,317,3220r the LGR1 contract and $358,901,306r the LGR2 contract. Of thimsmount,
$513,027,336 has reportedly been disbuts&239,317,322 from the LGP contract, and
$273,710,014 from the LGP contract.BeforeApril 2007, RTI reportglid not identify @sts for
individual activities costswereidentifiedat an aggregate lell ConsequentlySIGIR could not

! Public Law 108106,Emergency Supplemental Appropriations Act for Defense for the Reconstruction of Iraq and
Afghanistan, 2004

2 Public Law 110181, National Defense Authorization Act for Fiscal Year 200@nuary 28, 2008.

% The EconomicSupport Fungprovides funds to promote economic and political stability in regions where the
United States has strategic or regional interests.



assess the outcomes associated thigltost of individual activitiesor the first four years of the
contract Table 1 providesletails on thevalueof each contract and its disbursements.

Table 10 LGP Contract Value and Disbursements as of June 30, 2008

Period of
Contract Performance Obligations Disbursements

Local Governance
Program (LGP 1) EDG- March 26, 2003 i
C-00-03-00010-00 May 9, 2005 $239,317,322 $239,317,322

Local Governance
Program (LGP 2) 267- May 9, 20051
C-00-05-00505-00 December 31, 2008 $358,901,300 $273,710,014

Total $598,218,622 $513,027,336

Source: SIGIR review of RTlantracts, RTFinancialreports, and RTinvoices.
Note: SIGIR did not audit the data or veyiRTI computer system controls.

The LGR1 contract was funded by multiple appropriations including

e the first Iraq Reli€and Reconstruction Fund (IRRF (Public Law 10811)
¢ the second Iraq Relief and Recaonstion Fund (IRRF2) (Public Law 108106
e USAI D6s Economic “Support Fund (ESF)

¢ the Development Fund for Iraq

IRRF 1 provided apmximately $104.7 million, IRRR provided approximately $125.7 million;
ESF provided approximately $6 million and the Development Fund for Iraq provided &@ut $
million. TheLGP-2 contract is fundedyblRRF 2 and the ESF. IRRFprovided about $107
million and ESF provided about $251 million.

ContractOutcomes Were Initially Unclear

SinceUSAID approwdRT1 6s first performance monitoring
have begun to be better dmeented.However, &houghS | G | cRréest worksuggestshat the

current outcomes of this program are posit®#;IR could not determine whether the

government received appropriate value for the amount invested over the life of these contracts

for two reasons. Firstpr the first four years of the project, poocess was in plade identify

project objectives andssess outcorae Secondthe prograntostswerereported athe

aggregate levdbr the first four yearsiather than an activity levielvhich precludcesan

assessment of the efficiency, effectivenessatue of individual activities.

* The EconomicSupport Fungbrovides funds to promote economic and politicabsity in regions where the
United States has strategic or regional interests.



Two reports issued by the USAID Regional Inspector Gengah(D/RIG) found thafor the
first four yearsUSAID did notenforce its requirement thtite contactorsubmit plans and
progresgeportsneeded to identify outcoraéncluding®

e a Performance Monitoring Plan to identify benchmarks and tdrgets

e Quarterly Work Plans (later called Quarterly Implementation Plans) to identify activities
thatRTI planned taarry out

e semiannual Performance Monitoring Reports that would report progress toward the
benchmarks and targets.

As a result, th&JSAID/RIG concluded that it could not determine if the contracts were
i mproving the I raqiodos | ocal governance capabi

SI GI R6s review | ookedUSAID/RIGreportgdulp 2007mimchs i nce t h
stated thain April 200fUS AI D approved RTIO6s Performance Mo
submitted its first Quarterly Implementation Plan. SIGIR reviewed these and seiisplguns
andprogresgeports and found that they contain the needed information on current contractor
activities along with benchmarks for assessing progrésgether, the documergbhow that for

the last 18 months progrelsas beemade in improvingdcal governanceSIGIR chose two

activities for assessmésthe development of Provincial Development Strategies and a

Geographical Information Systemhelpthe lragsgd map gover nmbandfoundh f r ast r
thatoutcomes are better documenté&GIR also interviewed personnel knowledgeable about

LGP activities includingDoS officials responsible for provincial affairs amditary and civilian

personnel located in the provinces. All of thespenel edorsed the program.

SI GIR also noted t hbantpartRulalt@ising adtiviyyireportindyis r epor t i n
sometimes not linked to specific program goals and objecti&ksough measuring the effect of
training is unquestionably difficul§IGIR believes that improvements can be made in this area.

ContractManagementand OversightHas Improved Over Time

AlthoughUSAID did notestablish a process for identifying project objectives and assessing
outcomefor these contractduring ther first four years of activityrecent changes have
improved oversightFor example, in December 2006 USAID shifted greategqam oversight
responsibility tdJSAID representatives assignedrmvincial Reconstruction Teams (PRTs).

Audit of USAI D/ | r aqds;UBALRQGIflce oBthevnspeatoa Geoezal Repot2E706-003 e s

P,July 10,2006Audi t of USAI D | r aq @Gies USAID @flice dbthevirspectaa General Act i v i
Report E267-07-007-P, July 31, 2007;.

®The RIG reported that RTI did not submit a Performance
April 2007.

" The Provincial Reconstruction Team (PRT) programifagisaU.Sl ed, ci vil military effor"
provincial and local governments to govern effectively and deliver essential services. PRT staffing depends on the

needs and circumstances of each province and its districts, but a PRT geengltises personnel from the

Departments of State (DoS), Defense (DoD), Justice, Agriculture, and Commerce; USAID and it LGP contractor,

RTI; the MultiNational Forcdraqg (MNFI) and its subordinate command, the MiNttional Corplraq (MNCH);

and theGulf Region Division of the U.S. Army Corps of Engineers; as well as-trafi expatriates (often U.S.

citizens.)



Theserepresentaties, called activity managesssist in overseeing contradtivity. USAID
was developingraoperations manual that formadsthe role ofthe PRTrepresentativeut ths
effort still needs to be finalized

SIGIR identified a number abthercontractmanagemerdnd oversight problemsicluding

e Initially, USAID did not assign sufficient personnel to manage the contitaging mo
of t he meoodadfpedarmascéneCognizant Technical Officer (CTQyas
assigned. The number of CT®assigned is an agency decisioeverthelessSIGIR
believes that one CTO could not manage these cométhectively because of theaze
and scope of the LG&bntracs ($598 million with activities in 18 provinces) and the
associated responsibilities conferred on the CT@®e appointment dJSAID
representatives at the PRTs to assist in oversight should improve this situation.

st

e USAIDisrequiredtoeval uat e t he ¢ o mbnually;lutdartbeslastper f or m:

three years these evaluations have been completedJ&8eA | D6s ev al ar
the year ending in May 2006 was not finalized until May 23, 20@¥evaluation for t
yea ending in May 2007 was not finalized until August 29, 20RénethelessUSAID
exercised two option periods for L&b in July and December 20@6without

ation
he

essential performance information on which to base the decisiSAID/RIG reported
this inits July 2007 report. SIGIR found that the evaluation report for the period ending

May 2008 has also not been finalized. HoweverSeptember 23, 2008, USAID
providedSIGIR with documents showing that the 2008 evaluation is in process.

e USAIDO eeview and aprovalprocess foRTI invoicesand voucherss inadequate.
Section G.1 of th& GP-2 contract states that the CTO is the authoriepiasentative

of

the government to approve vouchers under thiscontrtdh. e CT OO0 s si gned de
letter also requirethe CTO to provide administrative approval of contractor vouchers or
invoices. However, because the contract states that paymenbes maddy means of a

letter of credit, RTI draws funds in advanc@onsequently, the CTO is not approving the
vouches. The CTO ign the best position tdeterminevhetheRTI expenditures listed

on monthly invoices are appropriat8IGIR found noevidence of written CTO approval

of RTI invoices

e During the course of its work on the LGP contract, RTI physicallydbd85000 With
the concurrence of the contracting officer, RTI claimed the loss akoavableexpens

e

RTI submitted an invoice for the lost money that include®&eneral and Administrative

feeand fixed fee. USAID approved the invoice and RTI waid $56,906 foboththe
fees. SIGIR questions thdecisionto pay fees on the lost money

® The CTO assists the contracting officer in ensuring compliance with the terms of the contract. The CTO monitors

how well the contractosi pr ogressing towards achieving the
technical liaison between the contractor and the contracting officer.

contract



Recommendations
SIGIRrecommendthat USAIDS Blission Directoflraqgtaketheseactions:

e Direct USAID officials toestablish a timeframe faompletingthe operattns manual
that providegjuidance tactivity managesfor overseeingontractor performance

e Direct the CTO to review and approve RTI vouchers and invoices as required by the
contract Also, require the CTO to aintain documentation of the approwval the
contractfile.

e Directthatactionbe takerto recover the General and Administratfee andthefixed
fee paid to RTI on the $18®0in lost funds.

Lesson Learned

The overall success of a contract is determined by the success of its individuataaiviasks.
Consequently, management needs information at the activity level on expected outcomes,
progress toward achieving outcomes, and costs to determine how discrete activities contribute to
overall program goals and objectives. This is partibptanefor large dollafrvalue contracts.

Management Comments

USAID concurred with the repofindings andrecommendations and identified steps it is taking

to address each recommendation. According to USAID, it has already issued guidelines for its
PRT epresentatives that clarify their role, and has improved its voucher and invoice review
processes. It also agreed that the amounts paid to RTI for the lost funds were inappropriate and
stated that it would include this matter as part of the closeoutgs.oce



Introduction

A December 2006 amendment to the Special | nsp
enabling legislation requires that, prior to its termination, SIGIR prepare a final forensic audit report
on funds made available to the IragiBfeand Reconstruction FuridThe 2008 Defense

Authorization Act’ extended this same requirement to other funds, including the Economic Support
Fund!' Pursuant to this requirement, SIGIR has undertaken a series of focused contract reviews
examining majolraq reconstruction contracts. The objective of these audits is to examine contract
outcome, cost, and management oversight, emphasizing issues related to vulnerabilities to fraud,
waste, and abuse.

This report, the eighth in the series of focused emhtreviews, examindlelocal governance
programmanaged byhe U.S. Agency for International Development (USAID) and performed by
Research Triangle Institute (RTI) of Research Triangle Park, NortHiiGaro

Background

USAID is the principal agency to &end assistance to countries recovering from disaster, trying to
escape poverty, and engaging in government refdrne USAID Missiofilraq was established on
July 27, 2003to carry outrelief and reconstructioprograms in infrastructure reconstruction,
education, health care, airport and seaport management, economic grawibgal governance.

|l ragdbs government was dwimgthe Saidbm Hesskin ardaAccordirg nat i
to USAID, essential public servicesich asvater, sanitatiomealthservicesand basic educational
services, which were not robust duridgsein6 s r ul e, wer e nomi nal afte
The Iraqi citizenry needeid develop a governansgructure and framework to govern and provide
needed public serviedf they were to livan afunctioning society In addition, the Iraqi people

needed to establish the role of local governance and civic institutions in a free society.

To assist Iraq in building a framework for a democratic and civil society, USAHD)dsad twaocost
plusfixed-feecontracts to RTI. Thérst of the twocontracs, known as théocal Governance

Programl contract(LGP-1) (EDG-C-00-03-0001300), was awarded with an effective date of

March 26, 2003to procure and provide technical andesthssistance to strengthen local
administrations, civiénstitutions,and processes in Iradiccording to the USAID Regional

Inspector General (USAID/RIGudingits firstyearo f t h e the édocal govarnance frogram
focused on (1) restoring basiervices through the use of rapid response gréjtsleveloping

transparent and accountable local and provincial governments by providing technical assistance, and
(3) strengtheningivil society organizations by providing training he second year dfi¢ program
focused on facilitating lIraqgés transition to

° Public Law 108106, Emergency Supplemental Appropriations Act for Defense for the Reconstroftiaqg and
Afghanistan, 2004Nov. 2004.

19 Public Law 110181, National Defense Authorization Act for Fiscal Year 2008nuary 28, 2008

1 The EconomicSupport Fungrovides funds to promote economic and political stability in regions where the United
States has strategic or regional interests.



capacity building to enable local governments to take responsibility for providing services to citizens
effectively and efficientlyo'? This contrat ended in May 2005.

The LGP-1 contract statemeraf-work identified four functional areas with corresponding activities
to be performed by RTIThe contract also required RTI to subopiarterlywork plans sevenlays
before the beginning of eaquarter In addition, the coinact required RTI to submit a performance
monitoring pan within 30 days ofhe signing of the award. Thegformance monitoringlan was

to include baseline data for the measurement of progress throughout the prégrdrarmoreRT]
was to submit serannualperformancemonitoring reports that detaed progressoward

achievement of performance indicators.

The seconaf the twocontracs, known ad.ocal Governance Prograt(LGP-2) (267-C-00-05-

0050500), wasintended to build tb capacity of representative councils andsational offices of

the central government ministries to manage more effective, efficient, and responsive customer
services. The contract wawarded with an effective date of May 9, 2005 for a base perivebof
yearswith three option years. The contract was subsequently modified to provide for one base year
with three option years. The contract statenténwork identifies five activities, each with

supporting tasks to be accomplished. The five activaties

Promote policy refornm support of local governance

Support clarification of the roles and responsibilitiedifferent levels of government
Promotencreasecefficiency of local service delivery

Assist in the development of regularized mechanishe#tizen participation in governemtal
decisionmaking processes

e Capture learning through systematic study and reflection

As with LGP-1, the LGPR2 requiredhe contractor to develqfi) a performancemonitoring plan that
would provide baseline data foreasuring program progre¢8) semiannualperformance
monitoringreports that would detail progress toward the achievement of performance indaradors,
(3) quarterly work plans (now calleduarterlyimplementatiorplans) that would identify the

activities to be conducted each quarter.

Objectives

Our objective wereto examinethecost ancbutcomeo f RTI1 6 s wor k under its
the Iraq provinceslocal governanceapabilities and USA| D Ooversiglaohtheg e me n t
contracts.

For a disassion of the audit scope and methodojage Appendix A.For information on the
solicitation ancaward of the LGPL and LGP2 contracts, see Appendix Bor a listingofRT 1 6 s
program monitoringndicatoss, see Appendix CFor a listing of subcontraats who worked on
these contrast seAppendixD. For a lising of the &ronyms, seéppendixE. For a listing of the
audit team members, see AppenBix

ZAudit of USAI D/ | r aqb6s;USARQfflce oBthevnspecton Geaezal, Audit Repoi2E7-D6e s
003-P, Jul. 10, 2006.



Costs Are NotEasily Linked to Outcomes

As of June 30, 2008, the total value of the LGBnd LGP2 contractsvas$598218,622
comprising £39,317,322rom the LGR1 contract and $358,901,300 from the -&Rontract. Of
this amount, $513,027,336 has reportedly been disbursed; $239,317,322 from theh@Rct,
and $273,710,014 from the L&Pcontrat. For the first four years of tlsecontracs, costs for
individual activitieswere not identified in RTI reportdnstead, ostswereidentified atan aggregate
level. Consequentlyfor the first four yearsve could not assess the outcomes assoaratadost of
individual activities

Table 10 LGP Contract Value and Disbursements as of June 30, 2008

Contract Period of Performance Value Disbursements
Local Governance March 26, 2003 7 May

Program (LGP 1) 9, 2005 $239,317,322 $239,317,322
Local Governance May 9, 20057

Program (LGP 2) December 31, 2008 $358,901,300 $273,710,014
Total $598,218,622 $513,027,336

Source: SIGIR review of RTI Contracts, RTI Financial Reports, and RTI Invoices.
Note:We did not audit the data or verify RTI computer egstcontrols.

The LGR1 contract was funded by multiple appropriations including (1) the first Iraq Relief and
Reconstruction Fund (IRRE) (Public Law 10811); the second Irag Relief and Reconstruction
Fund (IRRF2) (Public Law 1081 0 6 ) , US A | DSupporEFana (ESH)iand the
Development Fund for Iragq. IRREprovided approximately $104.7 million, IRRHprovided
approximately $125.7 million; the ESF provided approximately $6 million and the Development
Fund for Iraq provided abou® million. The LGP-2 contract is funded by IRRE and the ESF.
IRRF-2 provided about $107 million and the ESF provided about $251 million.

Both the LGP1 and LGP2 contracts areostplusfixed feecontracts thatequire the contractor to
provide a specified levelf @ffort, over a stated period of time, on work that can be stated in general
terms only. The Federal Acquisition Regulatithar t 16. 306 (a) statgme in
permits contracting for efforts that might otherwise present too gresk sorcontractors, but it

provides the contractor only a minimum incentive to control costs.

Activity Costs Are Unknown

Although our current work provides indications that the present outcomes of this program are
positive,for the first four yearsve couldnot determine whether the government received
appropriate value for the amount invested becausedpbitsdid not identify the cost of individual

13 The EconomicSupport Fungrovides funds to promote economic and polit&tability in regions where the United
States has strategic or regional interests.



activities. Instead, RTI only collected costs at the aggregate |&ak prevents us from assessing
theefficiency, costeffectiveness, ovalueof the activities.Currently, program costs are being
reported in five broadly defined activities, not at the task level supporting each of the acfihigs.
approach may provide sufficient information for grams with relatively low funding levels such as
grant or cooperative agreement activitie®vever, in a program with costs over $500 million, more
specific reporting on services performattloutcome in relation tacosts are necessary to
effectively mamgethe contract

Security Costs for LGP Activities Are Higher Than Security
Costs for Construction Projects

RTI 6s cost s Heourty snites totaled approximatdly $116.3 million, or abou#22.
of the $513 million disbursed as of June 208®proximately $44 million was spent on security
under LGP1 (about 18.4%), and approximately $72.3 million was spent on security oi2 LGP
(about 26.4%).

SIGIR previously assessed security costsiioe construction contraots and found that the costs,

as identified at that timeanged from a low of 7.6% to a high of 16.7%he average for all
constructiorcontractors when identifying percentage of security costs to total costs was'42.5%.
While SIGIR recognizes that these data are limited, Wmyld seem to indicate neconstruction

activities (e.g., democracy building activities, local governance activities) incur higher security costs.
SIGIR plans to continue gathering data on-gonstruction security costs in future audiBivate

security cofractorofficials told us during a separate review of private security contractors that
security costs for these types of activities are likely to increase with reductions in U.S. troop’ levels.

Subcontractors Were Used Extensively

Approximately $74.3million, or abouB84% of disbursementas of June 30, 2008, were for
subcontractorsNine subcontractors were selected by RTI to support LGP 2. Seven of the nine
subcontractors also supported LGP All subcontractors were approved by USAID as part of the
award processSubcontractors who provide technical assistance are integrated directly with RTI
employees on implementation teams and are supervised daily by RTI staff. RTI then submits a
performance evaluation to the employing subcontractor. RTI eagétiesubcontractors by to
ensure the services provided are meeting project requirements.

Some RTI payments to subcontractors have been questidsegported by th auditing firm
Pricewaterhousgoopers in its audit of RTI financial statements for fisear 2006 RTI
determined that certain expenditures under subcontracts for services f@RHedontract were
improper due to a lack of proper documentation of appropriate approvals, evidence of vendor
delivery, and inappropriate disbursements. Rated that iengaged a third party to perform a

“Fact Sheet on Major U.S. Contractorsod6 Security Costs
Activities SIGIR-06-044, Jan. 30, 2007.

15 Agencies Need Ipnoved Financial Data Reporting for Private Security Contract@&3IR 09005, Oct. 2008.

18 pricewaterhouseCoopers LLResearch Triangle Institute, Financial Statements, Schedules and Other Information
Related to Federal Awards for the Year Ended Sepes 2006 and Reports Under OMB Circular 183 hereo

4



review of expenditures relating to the LGP. Based on the review, RTI identified certain payments
that should not have been charged to the LGP. sRiféd that iteimbursed the U.S. government for
the amouts.



Contract OutcomesWere Initially Unclear

With USAI DG6s approval of RTI 6s first perfor ma
have begun to be better documented. However, although our current work provides indications that
the current outmmes of this program are positive, we could not determine whether the government
received appropriate value for the amount invested over the life of these contracts for two reasons.
First, a process was not put in place for identifying project objeciveésassessing outcome for the

first four years of the contract. Second, costs for this programareported at an aggregate level

rather than an activity level precluding an assessment of the efficestgffectiveness, or value

of individual activites.

SIGIR also noted that RTI&6s activity reportin
objective®in particular training activiy reporting SIGIR acknowledges the difficulties in
measuring the effect of training, but believes that improvements can be made in this area.

USAID Inspector GeneralReviews of the Local Governance
Program

Local Governanc@rogram activities have been the subject of two separate reviews conducted by

the USAID/RIG. Both of these reviewsund that USAID did not require the contractor to submit

or fully complete alcontractually required documents detailing program bendtsraard targets (a
Performance Monitoring Plan), activities planned that would address each benchmark and target
(Quarterly Work Planslater called Quarterly Implementation Plans), and reports that would
identify RTIOs pr ogr amxsargets(sermenbal Renormarge Mohiterind a s e
Reports)!’ As a result, the RIG concluded that it could not determine if the contracts were

i mproving the Ilraqio6s | ocal governance capabi

First RIG Review - The firstRIG review, published in July2006, focused on the LGB program,

which ran from March 2003 to May 2003 he objective of this review was to determine if local
governance activities being conducted in Irag by USAID achieved their intended outputs. The audit
reviewed pertinent laws amdgulations, program requirements defined in the contract, and

associated implementation and work plans. OvelaIRIG concluded thait could not determine if
USAI D/l raqbés | ocal governance programUSADt i vit
did notrequireRTI to submitall reporting and monitoring documents specified in the contract. It

also found that USAID did not properly approve all grants, prepare contractor evaluations, or review
payment vouchers submitted by RTI.

According to theeport, the contract required Rl submitquarterly work plans However, instead

of submitting the required plans, RTI submitted an implementation plan, dated August 2003, which
listed selected core activities to be accomplished within the contrastipéfor the second program
year, RTI submitted a work plan, dated July 2004, which included a set of inctdetiesand
indicators. According to theJSAID/RIG report however, thd&RTI work plansdid not provide
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information on program implementatiama format that allowed thdSAID Mission-lraqto
measurghe progressnadeagainst pralefined goals.Rather the reports merely described what was
accomplished during the period, without considering progress tayeatd and objectivesAs a

result, tke audit team could concludaly that activities had taken place but not wheireigress

was made

According to theJSAID/RIG report, he reason for this problem wtmtthe USAID-MissionIraq

was in transition and daily operational requirements weréhasiped in lieu of administrative
requirements. The Mission also suffered from high staff turnover and this contributed to
inefficiencies and lapses in program management. Additionally, during the first two years of the
contract, three adracting offices and fivecognizant technical officer&€{T Os) worked on the
contract.

The firstUSAID/RIG report also critiqued thmonitoringplanan®®R T1 6 s | a c k repdrts. mo n i
USAI D6s contract with RTI required tormgplanont r a
andasemiannual performance monitoring repdfhe monitoring report was to include the

methalology on how data would be collected, interim and final targets, and a timeline for collecting
data. Thesemiannuaperformanceeports were to deiil progress toward the targets identified in the
monitoring plan.According to the reportn 2003RTI developed anonitoringplan but did not

submit the required semiannuaports. In 2004, RTI submitted monitoring planput changed the
targetsfrom thoseidentified in its 2003 planAgain in 2004, the semiannual performance reports

were not submitted.

In the absence ahonitoringrepors;,t he RI G revi ewed RTI6s monthly
if progress had been made. However, differenteeiail and format between the monthly reports

and theperformance and work plans precluded the RIG from makaggerminatiorregarding

progress madeAs a result, USAID had no assurance that the local governance program activities
achieved their intesred goals.

Second RIG Revieww T h e R1 G6 sviewsof local godernanee activities wassued in July
2007. The objective of this review was again to determine if local governance program activities
were achieving theigoals and objectivesThe reparfocused on theGP-2 contractbut also

followed up on recommendations made in its first replorthis report, the RIG focused on the

Mi ssionbs controls related to monitoring | oca
reports from thé’rovncial Reconstruction TeamBPRT9; CTO vi sits to the PR
RTI 6s activity reports, and emails between th

The RIGfoundthat actions taken kiyye USAID Missionlrag to address recommendations in the

first report were ineffedte and that problems identifiad the first report (a year earlierere

continuing. Specifically, USAID/Iraq still had not required RTI to suld@uiairterlylmplementation
Plansand had notequired RTI to submi PerformanceMonitoring Han thatmetthe USAID

Missionl r a g6 s r e qwould have senforth bagefings and targetsl April 2007. As a

result, the RIG still could not determindetherd SAI1 D/ | ragds | ocal governe
wereeffective ormaking progress.

Asanexamplef t he pr obl emshei MRIRS Icadst erde paccrttisv,i t i es i
and quarterly activity reports in which RTI reportshducting?,214 activitiesduring theaudit



period These activitiesonsisted of training and technical assistandeve regions throughout
Irag. Table 2 shows the activities reported by the RIG.

Table 20 Number of Activities Conducted by Region

North South
North Central Central Central South
Activities: Region Region Region Region  Region Total
Core Training 58 146 87 459 a7 797
Supplemental Training Modules 78 34 37 265 33 447
Conferences and Workshops 5 0 23 2 4 34
Technical Assistance Events 121 49 193 509 64 936
Total Activities 2,214

Source: RIG Audit Report-267-07-007-P, July 2007.

A brief desciption of each activity follows:

e Core Training i Competencybased training modules on transparency, accountability and
responsiveness for local government officials emphasizing gradual skill and competency
building. Examples of training topics inclutiéroduction to Service o@ounciland
Council Procedures.

e Supplemental Trainingi Training modules on responsibility and corruption to address the
varying needs of local government officials to extend their skills and competence beyond
core areas. ExampencludeBudgeting for Local GovernmeandNegotiation and
ProblemSolving.

e Conferences and Workshop$ Forumsfor sharing and updating information and
knowledge or looking at problems within a specified subject area with the objective of
arriving at salitions by the end of the conference. One example Sdbéh Regional
Agribusinesonference.

e Technical Assistancd Technical consultionsprovided that build on existing training
modules and assist in developing systems and processes in targetézhtoges.

The RI GO6s criti ci s mwasthat RvAdoudtpat odentedirather thgn outedmpeo r t i

oriented. Activity reporting that is nbhkedto an overall program goal or objectizannot be
assessed for effectivenesaccording to th&R I G stinhmary, without approved quarterly
implementation plans that identify planned activities, and withoueddPnanceMonitoring Plan)

that defines baselines and targets, USAID/Iraq could not assess whether the (funds) obligated for the

local govenance program activities progreand implemented by Riil mpr oved | oc al
ability to provide services. Moreover, by reporting only on achievements, it is difficult to determine
what essential aspects of the local governance program are noatdiegsed bRTI6 s acd i v i

gcC
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Required Plans and Reports Are Now Being Submitted

SI GI R6s review | ook edUSAD/RIGreportgduly 20073 ithatsepontc e t h
the RIG found that in April 200 ore than 4 years after the initial @t awardUSAID

approved RTIO0s Performance Monitoring Plan an
Plan. However, by this time $329 million had already been spent on the pro@#iR reviewed

these and subsequent plans and progresstsegoad found that they contain needed information on
current contractor activities along with benchmarks for assessing progregsther these

documents show that for the last 18 months progress has been made in improving local governance.

Performance Monitoring Plan 1 As stated earlier, a Performance Monitoring Plan is intended to
identify theoverarching strategic objective§the local governance program, and to provide

indicators and targethatRTI can useas a basis for its reportind.o illustrate, one of the LGP
strategic objectives Iis AResponsi veonweasdre Ef f ec
progress in this area, tipdan identifies threestrategic objectivendicators along with several

intermediate resulhdicators. Eacltrakegic objectivendicator andntermediate resulhdicator is

then backed up by targetsor examplepnei ndi cat or i s ANumber of Pro
Councils that met project criteria for functioning during the last six mantbGP djective

measuements (&., target3 for defininga functioning Provincial Councils are:

1. Provincial Council has records of meeting minutes held during the reporting period.

2. A quorum of Provincial Council members wass i pee$ent ib@at least 70 percent afeeting

3. Progress omeveloping a Provincial Development Strateggyannual work plan and /or budget
development, and/or capital investment project approval and execution during the reporting
periodaredocumented in meeting records.

4. Theprovincial Governor was apnted by the Provincial Council and has separate offices and
staff.

5. Any Provincial Councikeats that became vacant during the period were filled.

Figurel shows the structure of tihesults framework in the approved Performance Monitoring. Plan
Additional program indicatorg/ith results, as of June 10, 20@8¢e n appendix C



Figure 18 Results Framework with Indicators

LGP2 Strategic Objective: Responsive and Effective
Local Government Strengthened

9.A: # of Provincial and District
Councils that met project criteria for
functioning during the last six months.
9.B: # of Provincial Councils that

IR 9.3: Outreach
mechanisms for

invested in projects according to public
investment priorities identified in their
PDS during the last six months.

IR 9.2: Capacity of local
governments to perform
their functions improved

citizen participation
in local decisions
and development
institutionalized

9.2.A: # of PCs with more than 50% of
current council members who have
demonstrated performance of key
competencies to international standards.
9.2.B: # of provinces that have used
GIS capacity to produce city maps with
utility overfays that inform planning for
delivery of essential services.

9.2.C: % of capital budget funds
assigned to provincial governments in
FY 2006-2008 that were contracted for
projects.

9.3.A: # of sub-national
councils or other
government offices that
used mechanisms to
solicit citizen input
related to public policy
decisions or issues in the
last six months.

/IR 9.1: Establishment

of a legal, regulatory,
and policy framework
for local government

' facilitated )

9.1.A: # of project-targeted
milestones of legislative progress
related to local government
documented as achieved during
the last six months

9.1.B: # of Provincial Councils that
finalized their PDS for use as the
province's public investment plan.

SubIR 9.3.1:
Local government
mechanisms for regular
citizen participation in
decision processes increased
9.3.1.A: # of mechanisms for local
citizen engagement used at least

twice in project-targeted areas in the
last six months

SublR9.2.1:

Local governments’
knowledge and practice of
functional roles and
responsibilities improved

9.2.1.A: # of councils that received project-supported technical
assistance for performance improvement in the last six months
9.2.1.B: # of people who received project-supported training to
strengthen local government in the last six months

9.2.1.C: # of people in government who received project-supported
training to strengthen transparency in the last six months

OP Indicators
L. (9.2.1.4) # of sub-national government entities receiving
USG assistance to improve their performance
2. (9.2.1.B) # of individuals who received USG-assisted training, including management skills
and fiscal management, to strengthen local government and/or decentralization
3. (9.2.1.C) % of government officials who received USG-supported anti-corruption training
4. (9.3.1.4) #of local mechanisms supported with USG assistance for citizens to engage their
sub-national government
(for FACTS database, Element GJD 2.3)

Source: Performance Monitoring Plan, November 2, 2007

Performance Repors- On June 10, 200RTI issuedts most recensemiannual erformance
report which provides tables listing targets and results for eight monitoring and evaluation
indicators. As of June 10, three targets for 2008 had already been met

e Seventeen Provincial Councils metastgixr 0j ect
months;
e Contracts for more than $2.5 billion in capital budget projects were awarded by the

provincial governments in the last 12 months
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¢ All Provincial Councils used mechanisms to solicit citizen input related to public policy
decisions or is®s in the last 6 months.

A fourth targetwas achieved following the issuance of the remtieighteen provincial councils

had completed and obtained approval for their Provincial Development Str&tegyother
monitoring and evaluation indicators svex pra@ress towards the 2008 targ&or more

information on the indicators with targets and results reported for the performance period ending
June 10, 2008, see Appendix C.

Outcome of LGP Activities Better Documented Now

SI1 GI R6s r e-anhualywrfoorfanceseponts and other documents submitted by the

contractor, along with interviews oélevantprogram officialsidentified a number of program
accomplishmentever the past 18 month&or example, a senior USAID official said that the LGP
programplayed an important role in the development of the Iraqgi Provincial Courailsording to

the CTO,LGP activities engaged the local populations aelgpedProvincial Councilbecome
responsive to the citizenso6 GRatilisesplaysdhmwleidSAI D
communicating the elements of the Provincial Powers Law to the Iraqi public.

Of the manyotheractivities, SIGIR chose two for additional assessment. These are the development
of Provincial Development Strategies (PDS) dmelimplementation of a Geographiliétnformation

System (GIS).Our review also noted continuing challenges in assessing the outcome of many
activities.

Provincial Development Strategie§ Accor di ng to the Government of
Development StratggExecutive Summary:

fiDuring the period of Baath Party ruknding with the end of Saddn Hussei nds r ul
development planning in Iraq was heavily centralized. As part of the reconstruction effort, the
LGP promoted the development of a partiagpgtplanning approach throughout the 18

provinces to formulate prioritized objectives and strategies to address the social, economic, and
environmental priorities of the challenges faced by each province. This effort was designed to
help strengthen demaaey, reduce corruption, limit differences among various political and

ethnic groups, and empower citizens by promoting greater interaction among stakeholders
within communities. Theplanning procesput in placewvas intended to produce an individual
provincial development strategy (PDS) for each provirigaering the PDS process, the

provincial stakeholdersncluding the community, nongovernmental organizations, the private
sector, the service departments, the governor, and the provincial and localsgcounci

collectively determine the vision and goals for the provinkéarget identified in the
PerformanceMonitoringPlanis for each province to develop a provincial development

strategyo'®

According to RTI officials, governing officials had no historieaposure to the types of approaches
needed in the creation of a PDS. To this end, betdaenary 200@ndNovember 2007, RTI
initiated a number of different PDS conferences, modules for training of trainers and mentoring

18 Republic of Iraq Provincial Development Strategies: Executive Summaries Version 1, March 2008.
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workshops, and roundtable andhsaltative forums throughout the 18 provinces in Iraq. These
activities guided participants through the process of PDS formulation. During the same period, RTI
held other conferences and training activities in support of PDS formulation and impleomentati
including the Al Anbar PDS conference in Amman that had more than 120 participants.

The PDS document produced by each province is the first of thepghase planning process:

¢ Phase I Defining an Overarching Strategy
¢ Phase I Implementation, in wich a fiveyear action plan of projects is determined, and

¢ Phase Ilii Resource Allocation, in which funds are allocated to implement the first year of
the plan.

An indicator of success in thikree phase processidentified in the Performance MonitogriPlan

as fANumber of Provincial Councils that final.@
i nvest meAcdordipgltosarsenior RTI official,saof July 2008, each of the 18 Provincial

Councils hadpproved andssued a PDS, completing the fipghase of the planning procedsach

PDS presents the overall strategic direction of the provingeur review found thatnostdid not

show the Phase Il resource allocatidgtowever, a few, such as tié Anbar, Salah ADin, and

Baghdad PDS, ideffiyi specific construction projects and expected costs. The PDS is intended to be
a living document that is regularly reviewed and modified by governorate administratesteco r
changing circumstances.

Our review found thathie detail and qualitywariesfrom one PDS to another. Generally, the PDS
includes a introduction describing the unique characteristics of the province. Some PDS identify a
vision or mission statement. Most PDS break down the report bgletelimined sectors, such as
commerce, eacation and health, and agriculture. Then the PDS provides objectives within the

sector and listobstacles or weaknesses that must be overcome. We noted that the English
translations of many of the PDS contained some misspellings and awkward wordousége,

intent is usually clearFor example, the Sulaymaniyah PDS identifies multiple objectives under the
agriculture sector. One objective is fAa@aendin
The PDS identifies four problemgthin the objective:

fireduction in pasture spacége tochanging it to agricultural lands;

harmful usage of the pasture by the shepherds;

mined fields in the pastures;

shortge i n seed and natur al pastureso

The PDS then identifies strategfor solvingeachproblem:

e flenforcing |l aws to prevent changing pastur
e importing good quality seeds;

e demining;

e instructing shepherds for good usage of pa

According to asenior RTI official the PDS documents vary in quality from province to pragjinc
but he stated some were quite good for a first effort. Baghdad and Anbar senior PRT officials stated
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that the PDS effort was a success because of the process more than the outcome. The process of
developing the PDS involved convening individuals, mfteversariessho weresometimeslivided

by sectarianism, and compelling thémwork together for a common purposA.senior USAID

official further stated that all 18 PDS were voted on and approved by a majority of the council
members.However, two semr PRT officials in Kirkuk expressed dissatisfaction and stated that the
PRT did not have sufficient input in the development of the Kirkuk province PDS.

According to a PRT team leademn,the next phase of the program, each Provincial Council will
developa Provincial Development Plan, which identifies specific projects to be accomplistied
the PDS.

Another indicator of success identifiedtire Performance MonitorinReporti s A Number of
Provincial Councils that invested in projects according tdipudvestment priorities identified in

the PDS during the last six months. A c ¢ oRTd ibnsg Jtrepok, 162P0o0ir&ial Councils

had invested in projectselated tgoublic investment priorities identified in their PDS during the last

six months. The Dahuk Provincial Council could not be evaluated because it did not have a PDS at
the time of the report, and the Erbil Provincial Council could not be evaluated bésaRiS& did

not meet project criteria.

Geographial Information Systemi The Geograhical Information Systen{GIS) emerged from a
base mapping project designed to scan deteriorating ehegisonically Thiswould allow the

| r aqgi Otlediditalimages®e develop maps qiroperty boundaries. The projéws since
evolved intoa GIS projectto provide the provinces with a tothlat can be used to integrate, analyze,
and provide information visually to assistprioritizing reconstruction projects and essential service
delivery in local communities. RTI is assisting the provinoagpairing and digitally archiving
paper maps. Steps have been taken to preserve the maps by flattening, repairing, and encapsulating
them. The maps are then scanned to achieve a digital visual equivalent of theggapedthe

digital imagefiles can then be archivedThis will provide the provinces with maps that, among
other uses, can detail theiater, sewer, trafficland usecommunication and electricityetworls,
governmentaand commerciabuilding locatiors, and gricultural landg.

RTI repoted thatit hadestabliskedurban planning/GIS centersn 17 of I raqbés 18 ¢
was identified as the only province without its own center, and a center will open there as soon a
security conditions permitA 2008 target is for 15 provinces tise GIS capacity to produce the city

maps with utility overlays. Iits June2008report, RTI reported that only Basrah province has used

GIS capacity, but other provinces are making progress toward the teimeéver, a senior USAID

official stated hat the GIS program is still developing and lgagn success remains uncertain.
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Figure 2 shows the delivery of GIS equipment in November &D@reparation for distribution to
GIS centers nationwide

Source: RTI

Measuring Outcome for Many Activities Remains a Challenge

RTI 6s reporting of activities without Ilinking
was citedas a problenm theUSAID/RIG6 s Jul 'y 2007 r epthspracticand t o
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continues. SIGIR acknowledges the diffites in measuring the effect of training, but believes that
improvements can be made in this area.

To illustrate, taining is a major activitgonducted by RTI under the L&GPcontract to support local
governance in Iraq. The Performance Monitoring Pl four Operational Plan indicators relating
to training. Forexampl@nei ndi cat or i s fANumber estppoptedopl e
training to strengthen | oclolever, avhile te Qperatiortal i n
Plan indicators quatify outputs(e.g., the number of people trained) therformance Monitoring

Plan does not identiffargets or milestondsr the training whichmakest difficult to fully evaluate
the result of the activityAn RTI training official stated that RTékes several actions to assess its
training including (1yecordng requests and comments fraraining beneficiarieso identify their
expectations and sources of satisfact{@) monitoringparticipaton ratesto identify the imost
wantedbor i | o vingeredbd trainingcourse, and (3) obtaining feedback from the PRTs to
determine whethdrseneficiaries are putting into practice what is learrtddwever,there is no
discussion in the performance monitorirgaort that provides thesults of these assessmts.

Despite the absence of discussion on training outcomes, PRT offiteisewedgenerally believe
the training is effective RTI stated that itonducts much of the training at its five regional hub
facilities around Iraq, in Baghdad, Basrah, &hl| Erbil, and Tikrit. The training is conducted by

w h

Iragi hiresthatspeak Arabic, although training manuals are in Arabic and English. Senior Baghdad

PRT personnel praised RTI personnel and the traconguctedat the Karrada training facility in
Bagldad. A Baghdad PR Dfficial stated that Iraqi officials like training at the facility and consider
it safe. The Baghdad PRT team leader stated that relationships are key to the success of the
program, and the Baghdad PRT USAID representative stateletid a good relationship with
RTI personnel at the Karrada facility. However, the CTO stated that the training needsdesrog
to more complex subjects.

Table3 shows the total number of provincial government officials strengthened through traiding an

technical assistance by provirnftem October 1, 2006 through December 31, 2007, as reported by
RTI.
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Table 30 Provincial Government Officials Strengthened Through Training

and Technical Assistance by Province and Gender

Region Province Male Female Total
North Dahuk 1,262 673 1,935
Erbil 1,721 547 2,268
Ninewa 752 50 802
Sulaymaniyah 1,027 565 1,592
Kirkuk (Tamim) 1,360 522 1,882
North Central Anbar 41 2 43
Diyala 20 8 28
Salah ad Din 614 18 632
Central Baghdad 1,202 226 1,428
South Central Babil 1,458 219 1,677
Karbala 992 327 1,319
Najaf 1,147 336 1,483
Qadissiyah 326 97 423
Wasit 1,095 199 1,294
South Basrah 1,536 228 1,764
Maysan 447 42 489
Muthanna 299 30 329
Dhi Qar 436 47 483
Iraq Nationwide 15,735 4,136 19,871

Souce: RT | &P 2007 Annual Report, October DB through December 31, 2007.
Note: We did not audit the data or verify RTI computer system controls.

16



Contract Management andOversight Has
Improved Over Time

As discussed in the contract outcome sect$AID did notput a process in place for identifying
project objectives and assessing outcaolmeng the first four years of activity under these contracts.
Recent changes, however, have improved USAI DO

Additionally, weidentifiedthe following contractmanagemenrdnd oversight problems:

e USAID did not initially assign sufficient personnel to manage the contract

e USAI D did not eval uat eantubllgnaccordancewithth®er 6 s pe
Federal Acquisition Regulation and its own Acqtiisi and Assistance Policy Directive

e USAI D6bs review and approval process for RT

We also identified an incident imhich we believe the contractor wiasippropriatelypaid General
and Administrativeeosts andees for It funds.

Moving Oversight of LGP Activities to PRTs Has Improved
Accountability

On December 5, 2006, the USAI D/l raq Mission D
i mpl ementing partners, including RTI, sidentif
change hasnprovedoversight of LGP activities. A planned manual that would formalize the role

of each PRT representative, however, still needs to be finalized.

According to the USAI D Mi s sdesigneddansure that 0SABDS me m
activities are responsivetothe needsoffRR§, and t hat the PRTO&s resou
success of the implementing partnefa achieve this goal, it shifted greater program management
responsibility to the USAID representatives within each PRHiese representatives, called activity
managers, assist in overseeing contract activity.mMfeemor andum st ated that i
betweerthe USAID PRT representatives and the implementing partners in the field is the only way

to ensurecriticat oor di nati on with, and oversight of US.
representative are assigned to assist the implementing partners in carryingpoodthms, such as

LGP. This has resulted in greater oversight of RTI activities.

An area stillneeding attention is the development of an operations manual that forntadizeke of

each USAID PRTepresentatveAccor ding to the USAI D Mig&si on |
operations manual that formalizes the role of each USAID PRT Represergativesntly in its

final stages. The manualdesigned to ensure that USAID activities are responsive to the needs of
the PRT, and that PRTO6s resources contribute
found no evidence that the operasananual or other written guidance was issued to the USAID

PRT representativesiNritten guidance is particularly important given the high rates of turnover
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among U.S. government personnel in Iraq. Without effective oversight of RTI, there is increased
risk that LGP objectives will not be met and that funds could have been put to better use.

USAID Contract Oversight

USAID is responsible for LGP contract and prograanagement; howevanitially it did not
assign sufficient personnel to effectively caruog this responsibility

The USAID contracting officer appointed th&P program managesthe CTO, with responsibility
for oversight of the contractor. The L@PBntractsconfer broad responsibility on the CTiazluding

e approwng key RTI personnel and chges in personnel;
e approwng RTI vouchers;

¢ ensumgthat RTImeetsthe technical requirements of the contract in accordance with the
contract terms, conditions, and specifications;

e performing necessary inspections aadsuring RTkorrecs deficiencies;
e peaforming acceptance for theogernmentand

e monitoingRTI 6s product i on ponotifyipgRTIfinovritimpoh c € pr o g r e
deficiencies observed during surveillanaed direding appropriate action to effect
correction.

At present, one CTO is assignedtiis contract and our review has found no evidence that more
than one CTO was ever assigned at one time. SIGIR found no criteria that identify the number of
CTOs that should be assigned, and it appears to be an agency decisidhe number required
However,although the curreanCTO is trained, experiencealhd was properly designated by
appointment lettelSIGIR believes thahe size and scope of the LGP contsdapproximately 839
million and $859million with activities in all 18 provinces) drthe associated responsibilities
conferred on the CTO are too great for one individoahanage effectively.

US Al D06 saugmematian bGP managemerty thePRT representativehas largely reolved

this problem.USAID representativeat the PRTscalled activity managersiow provide assistance

to the CTO in overseeing RTI. These representatives do not stand in for the CTO, but provide
feedback to the CTO in the form ohaails and faceto-face meetings. For examplagtcurrent

CTO stated that heeceivesabout100 emails a day from 28 USAID representatives in all 18
provinces. The CTO also stated that he receives informal feedback on RTI performance from other
sour@s, such as the U.S. military.

Contractor Performance

USAID was late irevaluaingt he cont r ac t durng threepoktmefcantraot gears. e
Annual contractor reviews are requiredfsderal Acquisition Regulation atdS A | Bwins
Acquisition and Assistance Policy Directivéccording to the RIG, the 2006 evaluation was done a
year late, and the 2007 evaluation was two months &it8IR also found that the 2008 evaluation,
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due in May 2008, has not been completeldwever, on September 23, 2008, USAID provided us
with documents showing that the 2008 evaluation is in process.

Federal Acquisition Regulation 42.15 and USAID Acquisition and Assistance Policy Directive 06
05 require CTOs to evaluate contractor performance at least annually. One reason is to provide
information for future source selection and other acquisitiorsaes. In its July 2007 report, the

RIG found that USAID did not complete the anncahtractor performance evaluatitor the year
ending May 2006 until May 23, 2007, and the evaluation for the year ending in May 2007 was not
finalized until August 29, @07. Consequently, when USAID exercised two option perfod&GP-

2 in July and December 2006, which increased the estimated cost of the contr@@trilién,

USAID officials did not have essential performance information available on which to base th
decision. The RIG stated that it believed that this occurred because USAID/Iraqg did not make
contractor pedrmance evaluation a priority.

SI GI Rés current review additionally found tha
May 2008 hasimilarly not been completedlhe CTOstated that he had completed the evaluation,

but technical problems had prevented the evaluation from being posted for comment by RTI. A
senior USAID/Iraq official stated that action was being taken to push thegsrt@ completion.

Without the required evaluation, the U.S. government will not have complete information to evaluate
RTI properly on future acquisition actions.
(Government Accountability Office) bauled that failure to properly document contractor

performance information and make it available for use in source selections for the same or similar
items was sufficient basis to sustain a prote
On September 23, USAID provided us with documents showing that the May 2008 evaluation report
was in process.

Although the contractor performance reports were not submitted in a timely manner, the report for

the period May 9, 2006, to May 8, 2007 generallg o ws t hat USAI D was pl ea
performance. On a scale of 0 to 5, where 0 i
RTlI a 3, or figood, 6 in all four categories ev
control, timelnhess of performance, and business relations. Informal appi@isalié s

performance by senior USAID and U.S. State Department leadeeg@nerally positive.Senior

State Departmentfficials from the Office of Provincial Affairexpressed high sataftion with the

LGP program and RTI performance. Baghdad PRT leaders praised RTI and stated that RTI was a
valuable asset.

Voucher Review

USAI D6s review and approval pr odhersareseveral contr
criteriarequiringthaa n i ndi vi dual with knowledge of the ¢
However,according to USAID, the CTO is in the best position to know enough about the program to
determine whether RTI expenditures listed on monthly invoices are appropfeit& | G1 Rd s

review found no evidence that this review is beingducted

SIGIR identified three criteria requiring a CTO review of vouchéiisst, Section G.1 of the GP-2
contract states that the CTO is théhawized representative of thexgernment tapprove vouchers
under this contractSecondSection E of th€TO designation ordestates that the CTO must
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administer financi al management responsibilit
contractorods request f ardbspaymerhtey s( wguadlnlvy itche
denying your administrative approval in accordance with the stipulations of the contract
administration plan and the procedures in Automated Directives System Chapter 630, Payables
Management. This chapter statiest your administrative approval constitutes the written evidence

that the goods and/or services specified on the invoice were received and conform to the
requirements or performance milestones in the coidtraffectively the acceptance of these goods

amd/ or servi ces. 0 thelChH@ tote@minmead thiksallowance of eogtsito thee s
Contracting Officer, in accordance with the Automate Directives System Chapter o0,

U S Al Buide for Managers and Cognizant Technical Officersphasies that the CTO should
review, analyze, and evaluate the contractoro
price, and schedule provisions of the contract.

During our review, we foundo documentargvidence of CTO review of vouchers andaitesand
the CTO is not approving the vouche&hen we requested copies of vouchers and RTI invoices
from USAID, the agency directed us to obtain them from RISAID officials told us that the CTO
is not required to document his review and approf/abachers since the contract states that
payment willbe by means of a letter of credit. RTI draws these funds in advance. However,
according tdJSAID officials, the CTO reviews the monthly invoice and, based on the quarterly
implementation plan and hisnowledge of the prograndetermines if any expendituappeas to be
outside the scope of the program. If there are any such items, then ther@ailS an RTI
accountant in North Carolina to determine if, in fact, the expenditure is appropi@ate\er,
without a signedlocumenthere is no evidence that this review actually takes place

Possible Overpayment

During the course of its work on the LGP contract, RTI physically lost, 888t cash With the
concurrence of the contracting officer, RTaiched the loss as an expense and the government
subsequently paid RTI both its General and Administrative expense on the lost money along with its
fixed fee. The amount paid totaled $56,906. SIGIR questions this decision.

On August 19, 2004, RTI physitalost $185,481 in LGP cash. It reported the loss to USAID, and
on October 3, 2004, the USAID/Iraq Contracting Officer issued a letter to RTI stating that she had
considered the facts and circumstancewmed descr
RTI 6s Cash Management Policies and Procedure
the incident giving rise to the |l oss and RTI
procedures identified in Attachment B, | determine thatdbe of cash and cash equivalents totally
[sic] $185,481 was unforeseen [sic] and without the fault or negligence of RTI. Consequently, the

l oss is considered an all owabl e expense under

On October 25, 2004, RTI prepared, signed, aramitteda Standard Form 1034 for $242,386.57.

RTI also submitted an accompanying invoice with a miscellaneous business expense of $185,481,
General and Administrative expense (based on 21 percent of the cost) of $38,951.01 and fixed fee of
$17,954.56.The invoice total was the same as the voucher, $242,386.57.

While the Contracting Officemade the determination teimburse RTI for the lost cash, we believe
that the loss was incorrectly identified as an allowable expaiéde the loss of cash mayeb
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classified asmexpenséextraordinary loss) on the income statement, the later replenishment of the
cash, by whatever means, r enveearrisreesnbursedethem forp e n s e
the loss, the recorded expense would have been cregioedreceipt of the cash reimbursement. In

this instance, USAID replaced the cash. Therefore, RTI incurred no expense and should not have
been entitledo charge the U.S. government for its General and Administrative expertiseloss.
Furthermore,tiis unclear how the fixed fee charged on the invoice was calculated. The LGP 1
contract did not specify a base or rate for calculating how the fee would be paid on toé-&Ha@t
contract. Based on the negotiation memorandum for the contragiearahat the fee is based on a
percentage of total costs, including subcontracts and consultants. The fee charged on the invoice is
approximately 8 percent of the lost cash plus General and Administrative expecselse the cash

was reimbursed, it iso longer an expense, theref&®€l should not have been allowed any

associated fee. Therefore, the General and Administrative expense of $38,951.01 and the fixed fee
of $17,954.56, or a total of $56,905.57, would not have been allowed if the Cont@ifttoey had

not identified the loss as an allowable expense.
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Conclusiors and Recommendations

As of June 30, 2008, obligations under these contracts are approximate 185632 and

di sbursements are $513, 027, 33dataonth8to&d0R6s pr i m
individual activitieswasnot availabldor the first four years of the contradbecause RTI reports did

not identify costs at an activity levelnstead, RTbnly colleced costs atn aggregatievel.

Currently, program costs abeing reported in five broadly defined activities, not at the task level
supporting each of the activitie3his approach may provide sufficient information for programs

with relatively low funding levels. However, in a program with over $500 milliccosts, more

specific reporting on services performed, outcome, and costs is necessary for effective oversight.

USAID has spent or obligated over $500 milliontbatwo RTI contracts over five years to promote
and strengthen local governance in Ir&tpwever, for the first four years of these contracts the
outcomes uncleabecausédasic contract requirements were nt, particularlythe contract
requirements for development of a performance plarbaseline data against which contractor
performance athprogress could be assessadApril 2007,the necessary plans and reports were
put in place, but not befor&8®9million had already been spent. SIGIR reviewed the plans and
reports submitted along with subsequent plans and found that they contagéedeel information on
contractor activities along with benchmarks for measuring progress. Together, these documents
show that for the last 18 months progress has been made in improving local governance. SIGIR
interviews with personnel with direct knowlige of program activities indicate that therent
outcomes of this program are positive. SIGIR also reviewed two activities conducted under this
contract, the development Bfovincial Development Strategies and the implementation of the
Geographial Information Systemand in both cases fouimtications of progress toward goals

Recent changdsavebegun to addredhis problem andmproved USAIDG sontract management
ability. These changes include assigning USAID representatives at the PRTs rd#igdosib
monitoringand reporting oprogramactivities. Other problems SIGIR identified include delays in
conducting contractor performance assessments, and an absence of invoice reviews.

Recommendatiors
We recommend t hat U SiadtdRetise foNbwiagsactions: Di r ect or

e Direct USAID officials to establish a timeframe for completing the operations manual that
provides guidance to activity managers overseeing contractor performance.

e Direct the CTO to review and approve RTI vouchers and invogesaaired by the contract.
Also, require the CTO to maintain documentation of the approvals in the contract file.

e Directthataction be taken to recover the General and Administrative fee and the fixed fee
paid to RTI on the $185 thousand in lost funds.
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LessonLearned

Theoverall success of a contract is determined by the success of its individual activities or tasks.
Consequently, management neegdsrmationat the activity level on expected outcomes, progress
toward achieving outcomes, and costs tieirine how discrete activities contribute to overall
program goals and objective$his isparticularlythe casdor large dollarvalue contracts

Management Comments

USAID concurred with the report findings and recommendations and identified stepakihig to
address each recommendation. According to USAID, it has already taken the following steps:

e USAID has issued guidelines for its PRT representatives that clarify their role. It has
also implemented a comprehensive orientation program for nédwdéiResentatives,
and stated that it would hold PRT coordination meetings with all representatives several
times a year. USAID also recognized that it would be useful to establish Migigien
guidelines to clarify the roles and responsibilities of progmanagement staff and
would do so at its next gathering of PRT representatives.

e USAID stated that the CTO, Controller, and Contracting Officer have discussed the
contract requirement for administrative review of expendituaed established
proceduresa improve its voucher and invoice review processes.

e USAID agreed that the amounts billed for General and Administrative and fixed fee

associated with the allowed cash loss should not have been paid and stated that it would
include this matter as part ofitontractloseout process.
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Appendix AT Scope and Methodology

This auditaddresses he U. S. governmentdéds two contracts w
the local governance program. This audit specifically examined contracbutastime and
management oversighicludingany vulnerability to fraud, waste, and abuse.

To determine the outcome anthnagement oversight of these contracts durinfjriftdour years,
SIGIR relied primarily onRegiondlnspectar@enekal,iper f or me
Baghdad, Irag. The RIG issued two audit reports on local governance program activities, in July
2006 and again in 2007. These reports identified numerous poblgimthe program in its first

four years of activity and the information pretashin this report on local governance program

activities is taken directly from those reports. SIGIR used these reports to avoid duplication of effort
bet ween SI GIR and the RI G, and to minimize th

To detemine the costs, outcome, and management oversight of local governance activities from
April 2007 to the present, waid the following:

¢ reviewed the basic contracts and all associated modifications

¢ reviewed financial reports

e reviewed quarterly, semiannuahd annual activity reporteGP reports and PRT weekly
summary reports

¢ reviewed Provincial Development Strategy documents

¢ interviewed knowledgeable officials at USAIlibe Office of Provincial Affairsseveral
PRTs military officials at one PRTseniorofficials at RTt andthe USAID/RIG;

e obtained an understanding of USAI DOGS proce
to LGP program outcomes

To determine the adequacy of internal controls used for contract and program management we did
the following:

e reviewed the request for proposals, negotiation mmanauns, and other documents relating
to the solicitation and award of the contracts

e reviewed supporting documentation for all nine LGP 2 subcontractors and Subcontractor
Selection and Price stification Memorandumt identify the reasons for selection and areas
of expertise

e reviewed copies of the contractor performance reports
e reviewed copies of invoices, pay vouchers, and financial reports

e reviewed a USAID/Iraq Mission Director menamduns identifying the roles of USAID
PRT representatives
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devel oped an understanding of USAI DO&s proc
contract through interviews and analysis of the financial documents

¢ developed an understanding of the Letter of Ciditanced Payment authorization

¢ reviewed relevant Defense Contract Audit Agency and USAID/Iraq Inspector General
reports

e reviewed a copy of the most recent annual
custody

e reviewed the hard copy contract slat USAIQ and

e interviewed knowledgeable officials at USAID, the PRTs, Rifidthe USAID/Iraq
Regionallnspector General

This audit was performed by the Special Inspector General for Iraq Reconstruction under the
authority of Public Law 10806, as ameated, which also incorporates the duties and responsibilities
of inspectors general under the Inspector General Act of 1978. It was completed during the period
of July 2007 through August 2008.

We conducted thiperformanceuditfrom July 2007 to August@8in accordance with generally
accepted government auditing standar@ikose standards require that we plan and perform the audit
to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our adbjectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusb@s®d on our audit objectives.

Use of ComputerProcessed Data

We reviewed financial data relating to contract costs compiled and maintaiR&dl &accounting

systems, Costpoint and AccPac. We relied on these systems as the official source because it is the
most canplete source for such datBecausehe financial datavasnotcritical to our findingswe
determined that performing substantiesting of the reliability of the accounting systenthe
financialdatawas not necessary.

We also revieweg@erformancealata produced by RTI systems relating to program outsoR€l
usedfour internally designed databageslocument and report on LGRiining, conferencesand
technicalassistance activities. The software application comprises licersgidns of Microsoft
Access 2003 at RTI headquarters and in the five regional Mibgelied on the RTI systems as the
official source because it ise most complete source for such dathe performance dataasnot
critical to our findingsAlthough we obtained evidence that supported sohtieedata,we
determined that performing substantive testing of the reliability of RTI sysiethe perfomance
datawas not necessary.

Internal Controls

In conducting the auditve assessed certain internal controls pertinent to the audit objectives with
respect to RTI contracts. Specifically, we identified and assessed internal or management controls
including
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e contract award
e overseeing contract performance
e financial management

¢ management of government properiythe custody of the contractor

Prior Coverage

In conducting this audit, we reviewed applicable reports issued by Si@&Refense Contract
Audit Agency, USAID/Iradi Inspector General, and PricaterhouseCoopers LLP.

SIGIR Audit Reports

Report No. SIGIRD7-015,Review of the Effectiveness of the Provincial Reconstruction Team
Program in Iraq October 18, 2007

Report No. SIGIRD7-014, Status of th&rovincial Reconstruction Team Program Expansion
Iraq, July 25, 2007

Defense Contract Audit Agency Reports
Report No. 128P007A17900065Audit of Direct Costs Incurred January 1, 2006 through
December 31, 2006 on USAID Contract No.-Z600-05-0050500, September 11, 2007

USAID/Irag T Inspector General Reports

Report No. E267-07-008P,Audi t of USAI D/ 1l raqés Participatic
Teams in Irag September 27, 2007

Report No. E267-07-007-P, Audit of USAI D/ |l r atps Local Gove
July 31, 2007

Report No. E267-06-003P,Audit of USAI D/ 1l raqés, Local Goverr
July 10, 2006

Memorandum No. 0804,US Al Dés Compl i ance with Feder al Re
SubNational Governance and Civic Institution Sugpontract September 9, 2003

PricewaterhouseCoopers LLP Financial Audit Reports

Research Triangle Institute, Financial Statements, Schedules and Other Information Related to
Federal Awards for the Year Ended September 30, 2006 and Reports Under OM&r ABEH
Thereon
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Appendix Bo Contract Solicitation and Award

The LGP-1 Contract - On Januaryl3, 2003, the USAID Acting Administrator granted a waiver for

the solicitation of the LGP 1 contract that allowed the agency to use expedited acquisition and
assisance procedures to support urgent needs of the Iraq program. USAID Acquisition Regulation
706.30270 grants the authority to provide the wai
otherwise have an adverse effect on programs conducted for thegaigidoreign aid, relief, and
rehabilitation. o USAI D selected | imited comp
Procurement was informed that award had to be made by the end of February 2003. USAID issued
the request for proposal March 4, 2003roposals were due on March 17, 2003.

The request for proposal was provided to three prospective offerors; it was not advertised on the
federal website because the procurement was being conducted using other tharopéhand
competition proceduresAccording to the Memorandum of Negotiatidme three prospective

offerors were experienced and knowledgeable in the field of local governance. By the closing date
of March 17, two of the offerors had declined to submit an offer, citing other commitments o
concerns that they could not meet expectations. As a result, RTI became tifeesoidor the
solicitation.

In Washington, DBC., a technical evaluation committee and a cost evaluation committee analyzed

RTI 6s offer. The t efoindRTttalbe teehniclly acezdaptabterand gavenmi t
RTI a good rating. RTI 6s revised cost propos
for $434,335,643, excluding fees. USAI D6s Co
Contracting Officer n eval uating RTI6s cost proposal. A
Management office made a site visit to RTI s
supporting the RTI cost proposal. Based on the analysis conducted underdoniigetition, the
onsite audit, and supporting documentation for
were deemed fair and reasonable. The final negotiated fee for a base year and two option years was
$31, 734, 866. US A ¢ dast petfsnance.v al uat ed RTI1 6

USAID expected the contract to include one base year plus two optiorbyeardy one option
year plus fortyfive days was exercisediccording to an RTI official, the government determined
that the contract was not correctly bidddrad to be rbid.

On September 9, 2003, the RIG issued memorandun®3 on USAI D6s compl i al
regulations in awarding the LGP 1 contract. The RIG determined that USAID had complied with

the applicable federal regulations for authorizingeotthan full and open competition, assessing the
contractoros abil ity t-soliciationfselection andnaegotiatomopnodessc t i
The memorandum further stated, AHowever i n ma
use aéquate needsased support for determining the level of effort or technical assistance procured
under the contract. o The I nspector Gener al d
request for proposal and subsequent contract award was adtdyaan analysis of the requirements

for possible local government assistance in Iragq. Therefore, the contract may have been awarded in
an amount in excess of need. The review determined that the contract budget was developed to
justify spending the avlable funding of approximately $150 million within one year rather than

being based on an assessment of estimated needs.
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The LGP-2 Contract - USAID issued the request for proposal for the LGP 2 contract on November
24, 2004. Proposals were due danuay 11, 2005 Three offerors submitted proposals and

provided past performance references. The @otitrg Officer determined thanhe of the proposals
had not addressed the requirements of the solicitatiorm USAID committeesanalyed theother

two proposalsn Amman, JordanA technical evaluation panel and a cost review matee

reviewed the proposals.

The Techni cal Evaluation Panel ranked RTIO6s p
The two remaining offerors were included in thenpetitive range, and disparity in the quality of

the proposals was considered to be insubstantial. However, the Contracting Officer requested
revised proposals from the two offerors to address discussion points in the techalicatian

panel 06 n. &heafleroraresponded on March 3, 2005, with revised proposals.

The technical evaluation team submitted final
substantially higher than the other odeferoros
which was almost $50 millm | es s t han pRitel owevelr, thevadferdr was ootifiad

that its proposal was no longer considered technically viable and was eliminated from the
competitive range. Therefore, no best value decision was nugielD performed a cost realism
analysis to determine the most probabl e cost
and total cost of $218,761,081. The contract was signed on April 26, 2005, and became effective
May 9, 2005.
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Appendix Co Examples of Program Monitoring
Plan Indicators

LGP M&E Indicator Values

9. A: Number of Provincial and District Councils that met project criteria for functioning during the

last six months

Year |Target Actual Notes
2005 |Baseline -0 0 Provincial council was elected in October
2004. Three of I raqbd
2006 | 15PCs of the Kurdish region.
15 PCs 16 PCs; unable to collect data on Diyala PC. | The district councils to be measured are
2007 o Erbil PC failed to pass project criteria. those where embedded PRTSs are located.
10 districts e
12 districts.
15 PCs 17 PCs. Erbil PC_ failed to pass project criteria.| The district_councils measured are for
2008 16 districts 27 district councils. ePRT locations in Anbar, Baghdad, North
Babil and Wasit.

9. B: Number of Provincial Councils that invested in projects according to public investment
priorities identified in their PDS during the last six months
Year |Target Actual Notes
2005 |Baseline 0 Provincial development strategies were
2006 |0 0 to be developed by 16 provinces in
) 2006-2007 and then coupled with
2007 |16 PCs 16 PCs; unable to evaluate Erbil. Dahuk assignment of national budget
has not completed its PDS. resources.
2008 |18 PCs
9.1. A: Milestones of legislative progress related to local government interaction through the legal
framework with national government impact existing and newly proposed legislation and
the legislative process
Year |Target Actual Notes
2005 |[no milestone targeted]
Milestone 1: Provmm_al Cou_nC|Is_ conduct regional & national Completed
conferences on enabling legislation.
Mil ne 2: PCs draft, adopt, and submit Provincial Powers Law to
2006 CO%SIO © P Completed
Milestone 3: PCs form local government association & set a legislative c leted
agenda for 2007. omplete
2007 |Milestone 4: LGA lobbying campaign for Provincial Powers Law. Completed It;;vg:ge;{sisr?d
2008 agenda
Milestone 5: PCs draft Provincial Fiscal Decentralization Law. to be . .
2008 Milest 6 LGA attains leqislati da for 2008 In progress |formalized in
ilestone 6: attains legislative agenda for . December
2007
Not e: RTlI éds first program monitoring plan was approved by
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9.1. B: Number of Provincial Councils that finalized their PDS for use as the province's public
investment plan

Year |Target Actual |Notes
2005 |Baseline 0 ) ] )
2006 |0 0 Conferences on PDS began in 2006 and continued in 2007. PC
finalization of the provinces BDS should happen in late 2007.
2007 |16 PCs 14 PCs
Anbar, Salah Ad Din and Diyala completed the development of their PDS.
2008 |18 PCs 17 PCs |Dahuk governor approved the development of a PDS in March 2008 and
not started till now.
9.2. A: Number of provincial councils with more than 50% of current council members who have
demonstrated performance of key competencies
Year |Target Actual Notes
2005 |0 0 A methodology for evaluating competence
2006 |0 0 was attempted in 2006 and revised in
2007.
Babil PC: certified in March 2007. IESnI: eégﬁg'iiﬁ::'?g;d;g daﬁ]dgifs 2007
2007 |5 cumulative | Kirkuk PC: certified in May 2007. petency gnedin July 091
Baghdad PC: certified in July 2007 Replacement expected to be in place in
' " |November 2007.
Karbala PC: certified in December
2007. . .
; ) e LGP expatriate assigned to address
2008 |15 cumulative Najaf PC: certified in December competency issues resigned in February

2007.
Basrah PC: certified in January
2008.

2008.

9.2. B: Number of provinces that have used GIS capacity to produce city maps with utility
overlays that inform planning for delivery of essential services

Year |Target Actual Notes

2005 |Baseline 0

2006 |0 0 GIS implementation in Basra city as a pilot project.

2007 |2 1, Basrah Project expanded to 18 provinces in April 2007.

2008 |15 1, Basrah Detailed progress can be seen in the index table for GIS.
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9.2. C: Capital budget funds assigned to provincial governments in FY 2006-2008 that were
contracted for projects
Year |Target ($ billions) Actual Notes
No capital budget funds
2005 |Baseline 0 were assigned to provinces
in 2005
$2.0 assigned for 18 provinces committed 92% of 2006 Project funds were
2006 |commitment thru 18 provincial capital budget allocation in 12 | committed in 2006 and
months months (as of Sept. 2007). 2007.
$2.3 assigned for 18 provinces committed 84% of 2007
2007 |commitment thru 15 provincial capital budget allocation in 11
months months (as of Feb. 2008).
Est. $2.5 billion assigned | 15 provinces (excluding the KRG) were In February, the COR
2008 |for committing thru 12 allocated $3.34 billion assigned for passed the 2008 Budget
months committing thru 12 months. Law.

9.3. A: Number of subnational councils or other government offices that used mechanisms to

solicit citizen input related to public policy decisions or issues in the last six months.

Year |Target Actual Notes

2006 |Baseline 6 Targets may be adjusted.
2007 |12 PCs 10 PCs

2008 |15 PCs (cumulative) 18 PCs

Operational Plan Indicator Values

Number of councils that received project-supported technical assistance
92.1.A for performance improvement in the last six months
Region Province PC LC Total
Central Baghdad 1 18 19
Erbil 1 0 1
Ninawa 1 29 30
Sulaymanyah 1 0 1
North Tamim 1 12 13
Basrah 1 15 16
Maysan 1 0 1
Muthanna 1 0 1
South Thi Qar 1 6 7
Babil 1 10 11
Karbala 1 8 9
Najaf 1 4 5
South Diwaniya (Qadisiyah) 1 9 10
Central Wasit 1 16 17
North Anbar 1 11 12
Central Salah ad Din 1 11 12
Total 16 149 165
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Number of people who received project-supported training to strengthen
9.2.1.B : ;
local government in the last six months.
PC LC Total
Region Province Male | Female | Male | Female | Male | Female | Total
Central Baghdad 91 29 | 459 80 | 550 109 659
Duhuk 2 0| 310 155 | 312 155 467
Erbil 5 9| 739 326 | 744 335 1079
Ninawa 16 5] 239 9| 255 14 269
Sulaymanyah 4 0| 244 120 | 248 120 368
North Tamim 1 6| 279 233 | 280 239 519
Basrah 54 20 | 368 56 | 422 76 498
Maysan 20 5 93 14 | 113 19 132
Muthanna 33 5 79 25| 112 30 142
South Thi Qar 55 8| 148 29 | 203 37 240
Babil 19 10| 381 64 | 400 74 474
Karbala 153 23 | 299 83 | 452 106 558
Najaf 65 27 | 405 111 | 470 138 608
South Diwaniya (Qadisiyah) 29 16 50 16 79 32 111
Central Wasit 16 17 | 353 63 | 369 80 449
North Anbar 30 3| 323 2| 353 5 358
Central Salah ad Din 22 4| 367 8| 389 12 401
Total 615 187 | 5136 1394 | 5751 1581 7332
921.C Number of people in government who received project-supported training to
T strengthen transparency in the last six months
. PC LC Total
] Province
Region Male | Female | Male | Female | Male | Female | Total
Central Baghdad 1 0] 101 12 | 102 12 114
Duhuk 0 0 47 34 47 34 81
Erbil 0 0 91 22 91 22 113
Ninawa 0 0 1 0 1 0 1
Sulaymanyah 1 0 40 25 41 25 66
North Tamim 1 0 76 21 77 21 98
Basrah 0 0 32 0 32 0 32
South Thi Qar 18 5 11 0 29 5 34
Babil 2 1 90 2 92 3 95
Karbala 1 2 9 0 10 2 12
South Najaf 13 6 44 1 57 7 64
Central Diwaniya (Qadisiyah) 14 15 0 0 14 15 29
North Anbar 1 0| 167 2| 168 2 170
Central Salah ad Din 12 3| 154 0| 166 3 169
Total 64 32 863 119 927 151 1078
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9.3.1. A: Number of mechanisms for local citizen engagement used at least twice in project-
targeted areas in the last six months

Province # of mechanisms| Description of Mechanisms

Anbar 2 ¢ Provincial website

o Weekly PC newspaper called Sot Al-Anbar.

Babil 4 e Weekly PC meeting with citizens

e PC website

e 2 PC phonelines for citizen input.

e Monthly Babil environment newspaper called (BIATONA)

Baghdad 5 ¢ Weekly PC meeting with citizens

e PC website.

e Weekly PC Newspaper

¢ Al-Mansour Municipality Council Bio-monthly newspaper

e Karrada district council website

Basrah 3 o PC website.

o Weekly PC Newspaper called Albasrah

¢ Almaydan periodical newspaper issued from the PC
Development & Reconstruction Committee.

e PC website

e Quarterly PC newspaper

Diyala e PC website

Diwaniya eWeekly PC NewspapeDi wad il yeadd iS¢

(Qadisiyah) e Periodical TV/Radio interviews with PC members where citizens

participate in discussions

Erbil 1 ¢ Provincial website

Karbala 5 e PC website

o Weekly PC newspaper

¢ Monthly newsletter from Education DirectorateQuarterly
magazine issued from the Agriculture DG called Karbala
Agriculture

¢ Quarterly magazine issued from the Environment DG called the
environment & society

Kirkuk 1 e PC Website.

Maysan 2 ¢ Provincial website

e Bio-monthly PC newspaperc al | ed fASada Mays

Muthanna 1 e PC website

Najaf 2 e Monthly PC newspaper

e Provincial website.

Ninawa 1 e TV interviews with the Governor.

Salah Ad Din 2 e Weekly PC newspaperc a | | eMlu nfitAals f 0

¢ Periodical TV/Radio interviews with PC members where citizens
participate in discussions

Sulaymaniyah 2 ¢ PC website

e Governorate website

Wasit 3 e Monthly PC newspaper called fiwasit Provincial Council
Newspapero

¢ PC website

e 1 PC phone lines for citizen input

18 Provinces 39 Total

Source: RTBEemiAnnualPerformanceMonitoring ReportJune 10, 2008. We did not audit the data or verify &®hhputer system
controls.

Dhi Qar
Dohuk

NP R
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Appendix D& Subcontractors

Nine subcontractors were selattey RTI to support LGP 2. Seven of the nine subcontractors also
supported LGP 1. All subcontractors were approved by US&lIpart of the award process.

LGP-1 Subcontractors

Subcontract Period of

Subcontractor Type Amount Performance

American Manufacturers Export Group CPFF $ 1,479,004 06/02/03 - 05/09/05
BearingPoint CPFF 3,142,509 04/11/03 - 05/09/05
BSH FP 10,451,626 06/01/03 - 05/09/05
Chemonics Intl, Inc. CPFF 16,973,329 04/11/03 - 03/25/05
Creative Associates Int'l, Inc. CPFF 4,307,106 04/02/03 - 02/28/05
Custer Battles FM 7,978,477 10/01/03 - 03/25/04
Environmental Quality Int'l CPFF 87,541 10/15/03 - 09/30/04
Int'l City/County Mgmt Assoc CPFF 2,579,227 05/01/03 - 05/09/05
Int'l Foundation for Election Systems CPFF 861,936 04/11/03 - 09/30/04
MPRI, Inc. CPFF 1,257,629 06/09/03 - 03/25/05
MPRI, Inc. ™ 1,885,000 09/03/03 - 03/25/05
Near East Foundation CPFF 398,586 04/11/03 - 06/30/04
RTI Polska ™ 1,410,894 07/28/03 - 01/31/05
Solace Enterprises ™ 1,290,840 07/.23/03 - 01/31/05
Unity Resources Group ™ 38,822,599 03/26/04 - 05/09/05
VNG Int'l ™ $ 1,456,149 08/01/03 - 05/09/05
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Local Governance Program-2 Subcontractors

Subcontract Period of

Subcontractor Type Amount Performance

BearingPoint CPFF $9,653,591  05/09/05 - 08/08/07
BSH FP 912,795  05/10/05 - 05/10/06
Creative Associates Int'l, Inc. CPFF 624,394 05/09/05 - 12/31/08
Greenfire Int'l FP 99,500  03/01/06 - 05/31/06
Int'l City/County Mgmt Assoc CPFF 1,521,178  05/09/05 - 12/31/08
NYBI FP N/A  07/26/06 - 05/08/09
RTI Polska T&M 128,016 11/01/05 - 03/01/06
Unity Resources Group T&M 92,900,000  05/09/057 12/31/08
VNG Int'l T&M 2,527,439  05/09/05 - 12/31/08
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Appendi x EbManagement

CcCon

USAID | IRAQ

FROM THE AMERICAN PEOPLE

October 16, 2008

08-93
MEMORANDUM
TO: Assistant Inspector General for Audit — SIGIR - David R. Warren
Chovnbie D Lloo sl
FROM: Mission Director — Christopher Bla.dCrB—V(\Tley Lewe ‘&:7'[__—

SUBJECT: Mission Response to Draft Audit Report SIGIR-09-003, dated
October 1, 2008 - Local Governance Program Contracts with
Research Triangle Institute

Mission management concurs with the general audit findings that significant
improvements have been made in ensuring that resources are better focused on agreed
upon objectives and that the results achieved are properly documented. Nonetheless,
we agree that there remains room for improvement on the part of the Local Governance
Program II (LGP II) in its remaining three months, and the successor program, LGP III,
which begins in January of 2009.

Recommendations
SIGIR recommends that USAID/Iraq’s Mission Director take the following actions:

1. Direct USAID officials to establish a timeframe for completing the operations
manual that provides guidance to activity managers overseeing contractor
performance.

2. Direct CTO to review and approve RTI vouchers and invoices as required by the
contract. Also require the CTO to maintain documentation of the approvals in the
contract file.

3. Direct that action be taken to recover the General and Administrative fee and the
fixed fee paid to RTI on the USD $185,000 in lost funds.

Management Comments from USAID/Iraq

1 Recommendation #1: Direct USAID officials to establish a timeframe for
completing the operations manual that provides guidance to activity managers
overseeing contractor performance.

As noted in the draft report, over the last two years, USAID has increasingly relied on
its PRT representatives to strengthen its program planning and monitoring functions
at the provincial level. As an essential element of the Mission’s composite
management capacity in Iraq, PRT representatives contribute significantly to

UNCLASSIFIED
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