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CONTRACTS FOR AFGHAN NATIONAL POLICE
TRAINING

THURSDAY, APRIL 15, 2010

U.S. SENATE,
AD HoC SUBCOMMITTEE ON CONTRACTING OVERSIGHT,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:35 p.m., in room
SD-342, Dirksen Senate Office Building, Hon. Claire McCaskill,
Chairman of the Subcommittee, presiding.

Present: Senators McCaskill, Kaufman, Brown, and Coburn.

OPENING STATEMENT OF SENATOR MCCASKILL

Senator MCCASKILL. This Subcommittee on Contracting Over-
sight will come to order today.

First, I obviously want to greet the new Ranking Member of the
Subcommittee. Senator Scott Brown from the State of Massachu-
setts has joined this Subcommittee as its Ranking Member. I do
not know what this says about the Subcommittee or me, but I have
now gone through three ranking members in less than a year. I
hope you hold up better than the last two.

Senator BROWN. I will stay as long as you have me, Madam
Chairman. Thank you.

Senator McCASKILL. No. I had a great working relationship with
both Senator Collins, who was temporarily filling the role as things
were getting sorted out and elections that really had not quite been
decided yet, and then Senator Bennett did a great job for a period
of time.

But we have had a chance to visit, and I think we will work to-
gether well, and I look forward to it, so welcome to the Sub-
committee.

Senator BROWN. Thank you, Madam Chairman.

Senator MCCASKILL. Why are we here? Well, typically I try to
start with self-effacing humor about how dry contracts are and how
typically no one cares about this subject matter longer than the
brief moment of outrage when they read a brief quote in a paper
somewhere about some trouble that has happened in contracting.
Honestly this is a little different.

We are now much more educated as a Nation about fighting
counterinsurgency. We have learned hard lessons about fighting
counterinsurgency. Lives have been lost. Families across this great
Nation grieve as I speak for members of their families that have
been killed fighting counterinsurgencies.

o))
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One thing we have learned is that it has become crystal clear
that to successfully fight counterinsurgencies you have to be stra-
tegic and effective at making sure there is local rule of law. Why
is that important? Well, that is important because counterinsur-
gency thrives on being able to substitute their rule of law for that
of a legitimate government.

The Taliban has done so well in Afghanistan because they were
providing police protection to impoverished communities many
times through fear, many times through retribution. But the
Taliban, it was a sheriff. And when the Taliban was not the sheriff
there was rampant corruption and even when the Taliban was the
sheriff there was rampant corruption.

We learned all of these lessons in Iraq as we tried to move into
the country to get rid of a despot, a bad guy, that was destabilizing
the region; and we learned the hard way that if we did not focus
on establishing a rule of law, on not just going after the bad guys
but leaving a military and a police presence that could stabilize the
way of life that most people on this planet want. They want to be
able to take their kids to school, feed their families, and not worry
that they are going to be killed on the way to work.

So that is why this hearing is so important. Training the police
in Afghanistan is part of our military mission. It is as important
as anything else that we are doing in that Nation right now. It is
as important as training the military. It is as important as hunting
down the terrorists and killing them.

So what happened in that regard? And it is an unbelievably in-
competent story of contracting. For 8 years we have been sup-
posedly training the police in Afghanistan. Here is what we have
done. We have flushed $6 billion. $6 billion.

Now, am I exaggerating? Let me quote the general in charge of
training the police in Afghanistan. This is what General Caldwell
said, “It is inconceivable but in fact for 8 years we were not train-
ing the police.” He went on to say that essentially we were giving
them uniforms.

No one had control of these contracts. No one agency. This has
been a game of pass off. The ultimate recipe for disaster is not hav-
ing one single agency with a clear line of authority in charge able
to make sure the mission is accomplished with efficiency, effective-
ness, and that money is not walking away. None of that happened
for 8 years.

I will give you one anecdote. Early this year the Italians showed
up. This has been an international, very unorganized but nonethe-
less an international effort. The Italians showed up. And the Af-
ghan volunteers that had volunteered to be on these police depart-
ments were posting horrible scores on the shooting range. They
were the gang that could not shoot straight. And there was this
wringing of hands, what are we going to do about these Afghan po-
lice officers that we are training that cannot hit the side of a barn.

The first part of this year the Italian paramilitary came in and
began looking at the problem. Are you ready for what the problem
was? Nobody had checked the sites of the AK—47s and the M-16s
they were shooting. They were out of line.

So we were paying somebody to teach these people how to shoot
these weapons and nobody that we were paying had bothered to
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check the sites as to whether or not they were in line. So these
guys were using the sites that were not even in line with where
they were shooting.

That is one example but I think it is pretty illustrative. These
contractors, for whatever reason, did not have anybody who was
saying, have you checked the sites when the scores were coming
back bad year after year after year. Their scores have dramatically
improved.

Do not get me wrong. There are major challenges here. These
people are showing up to become police officers without being able
to read or write. Most of them have only seen a role model of a po-
lice officer that is not the role model we are looking for. We are
asking them to change many things about their culture and the
way they operate. This is a hard job. And do not get me wrong. I
get it. It is a hard job, all the more reason that we need a line of
accountability.

We have an audit that is going to be the subject of the hearing
to a large extent today. I want to make sure, as we talk about this,
that we know that there are in fact reasons why people should be
angry today. This new joint Inspectors General (IG) report that just
came out in February, and we are going to talk about it extensively
during the hearing, talks about the problem of this division of re-
sponsibility between the Defense Department and the State De-
partment and how badly this has gone in terms of accountability
and authority.

Now, if this frankly was the first time that we had heard this,
then maybe we should not have a full-blown hearing. We have
identified the problem. Now you can get to work. Here is the rest
of the story:

e 2005—Government Accountability Office (GAO) reported
that Department of State had not developed a plan for when,
how, or what costs the training or equipping of the ANP
would be accomplished.

e 2006—the Department of State (DOS) and Defense Inspec-
tors General found management of the DynCorp contract to
be problematic and required more effective coordination be-
tween the Department of State and CSTC-A, and I start
talking in acronyms. That means I have been here too long.
That is essentially the division of the military that is in
charge of overseeing these contracts.

e 2008—GAO found State and Defense still had not developed
a coordinated, detailed plan for completing and sustaining
the ANP force, and the Department of Defense (DOD) IG re-
ported that CSTC-A, the military department in charge, had
not developed training programs.

How about contracting officers? In the Department of State, we
found in this 2010 report that contracting officers were not pro-
viding adequate surveillance. Guess what? In 2005, they said that,
and in 2006, they said that. SIGAR who frankly has not completed
enough reports that are meaningful in terms of the oversight ca-
pacity of our government, they even found in 2009 there was a
problem.
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Curriculum. The current report says there is a problem with cur-
riculum. Guess what? In 2006, they said the same thing. In 2006,
the State Department and the DOD IG reported obstacles to estab-
lishing a fully professional Afghan National Police including lit-
era(lice recruits, a history of low pay, pervasive corruption, on and on
and on.

In other words this is the third or fourth time that people who
check into our government has said hello, it is not working. You
are not doing a good job.

This does not compute. Essential to our mission, men and women
dying for the cause, and we cannot get basic contract oversight of
this function under control.

So this is going to be a tough one and there are going to be some
tough questions because there is no excuse for this to go any fur-
ther. There is no excuse.

I welcome all of your testimony. I apologize for the delay in the
hearing. We got caught up in—I will not go into it because I do not
want this to be a partisan exercise. Unfortunately we got caught
up in some stuff that we could not have the hearing the last time.
And, Ms. Klemstine, that is why you are here today. One up the
food chain was going to be here the last time but was unable to
come today. So thank you for being here today. I welcome all of
you. At this point I would like to turn the hearing over for an open-
ing statement to Senator Brown.

OPENING STATEMENT OF SENATOR BROWN

Senator BROWN. Thank you, Madam Chairman. I want to thank
you for your nice welcome and the conversations we have had to
lead up to this hearing. And I thought what you said was well said
and I am not going to duplicate a lot of it but I will say as some-
body who has been serving in the military for 30 years, presently
holds the rank of a lieutenant colonel, and is familiar with con-
tracting, being the head attorney for defense services in Massachu-
setts, these are things that I take very seriously.

And having recently come back from Afghanistan and seeing the
nature of the challenge and the enormity of the challenge and the
fact that I am just flabbergasted as a new member, but as an ordi-
nary citizen prior to this as to the amount of money we are spend-
ing over there and seeing the clear lack of progress.

What does that mean? To me it means obviously dollars that
cannot be spent here in the United States for services and other
things that we come to know and expect.

It also more importantly comes down to lives. As the Chairman
said about having our men and women going to a foreign country,
fighting to protect the rights of a citizenry that sometimes appre-
ciates us, sometimes does not, but with a police force that would
be fully stood up and raring to go would take the pressure off of
us to not only be a clearing force but now be a security force.

One of the things that I noted, as big as the problem is, when
we first got into that country, Madam Chairman, the enormity of
the problem is so big, it almost quite frankly feels like when I first
got here I looked at the problems, the offices, the logistics, the hir-
ing, it is just so big. By the time we left I actually had a real un-
derstanding of the plan that General McChrystal was trying to im-
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plement when it comes to winning the minds and hearts of the Af-
ghan citizens and also trying to implement a plan with the army
and the police force to take the pressure off of our soldiers, our
MPs in particular, for going in and securing an area.

Then when I read the Newsweek article and then when I have
done my own due diligence and the research and read the reports
I am like I do not get it. We are not talking about a couple of hun-
dred million dollars. We are talking about $6 billion.

When I saw the police force, with all due respect, I mean I know
we have young cadet corps that are more squared away. I know we
are in a new chapter here. I know I am new here, Madam Chair-
man, but we have to have someone stop, take responsibility, have
communication lines develop between the entities and the agencies
and just solve the problem because I am not sure everyone here
testifying and people listening know that we are in a financial
mess, and it is not getting any better.

And for us to ask the American taxpayers and the taxpayers in
my State to continue to contribute to an effort where there are
wasted dollars, they do not buy it. I am somebody who believes in
the value of a dollar. I want to know when my money goes some-
where that it is going to be spent properly. It is going to be fully
accountable and that we are going to get a good value for our dol-
lar.

Madam Chairman, based on your earlier statements, as I said,
I am not going to repeat. I am very interested in getting to the bot-
tom of who is responsible—identifying that and say, great, who is
going to be responsible now? How are we going to solve this prob-
lem? How are we going to make sure that the tax dollars that we
send overseas are going to be used effectively so we can bring our
men and women home quicker? And we can stand up that force so
they can protect themselves and allow their produce and their nat-
ural resources to be harvested so they can become self-sufficient
and we get back to doing the people’s business here in the United
States.

So, Madam Chairman, I will turn it back to you. I thank you for
your welcoming remarks and I look forward to participating.

Senator MCCASKILL. Thank you.

Senator Coburn, it is great to see you. Would you like to wait for
questions?

Senator COBURN. Yes.

Senator MCCASKILL. Thank you.

Let me introduce the witnesses. First, Gordon Heddell has served
as Inspector General for the Department of Defense since July—I
am sorry. I did not see you, Senator Kaufman. You are so far away.
We need to get you closer.

Thank you, Senator Kaufman, for being here. Would you like to
make a statement before we begin?

OPENING STATEMENT OF SENATOR KAUFMAN

Senator KAUFMAN. Thank you, Madam Chairman.

I just want to say how much I support what both of you have
said. This is so incredibly important. The No. 1 priority is our
troops in harm’s way in Afghanistan and one of the really very top
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problems we have regardless of the waste which, as Senator Brown
pointed out, is unacceptable under any circumstances. This is key.

Getting the police squared away is one of the really key things
we need so, as Senator Brown said, we can come home and leave
them to do their own security. There is nothing we are working on
here—that is the reason I am here today—there is nothing we are
working on that is more important than this right here.

How can we hold? We got to shape, we got to clear, we have to
hold so that we can build, and the police are an important part of
that. Right now, with the police, we are getting it squared away.
It is not just a waste of money. They have been a negative. You
talk about the rule of law. The rule of law in most of these areas
is because the police are so corrupt. The people they are supposed
to go to, to get the rule of law, are the things they are trying to
stay away from.

So I cannot think of a more important hearing going on on the
Hill today than this one right here.

Senator MCCASKILL. Thank you, Senator Kaufman.

Gordon Heddell has served as the Inspector General for the De-
partment of Defense since July 2009. He served as Acting Inspector
from 2008 to 2009. Prior to joining the Department of Defense in
the Inspector General’s office, Mr. Heddell served as the Inspector
General at the Department of Labor.

Evelyn Klemstine is the Assistant Inspector General for Audits
for the State Department. Ms. Klemstine previously served as the
Assistant Inspector General for Audits at NASA and as the Pro-
gram Director for the International Programs Division at the De-
fense Department, Office of Inspector General.

David Johnson has served as the Assistant Secretary for the Bu-
reau of International Narcotics and Law Enforcement Affairs at the
State Department since October 2007. In addition to numerous
other distinguished posts with the Federal Government, Mr. John-
son served as Afghan coordinator for the United States from May
2002 to July 2003.

David Samuel Sedney is Deputy Assistant Secretary of Defense
for Afghanistan, Pakistan, and Central Asia in the Office of the As-
sistant Secretary of Defense for Asia and Pacific Security Affairs.
Previously Mr. Sedney served as Deputy Chief of Mission, Charge
de Affairs and Deputy Chief of Mission at the U.S. Embassy in
Kabul, Afghanistan.

It is the custom of the Subcommittee to swear in all witnesses
that appear before us. So if you do not mind, I would ask you to
stand.

Do you swear that the testimony that you will give before this
Subcommittee will be the truth, the whole truth, and nothing but
the truth, so help you, God?

Let the record reflect that the witnesses answered in the affirma-
tive.

Thank you all very much.

We will be using a timing system today. We would ask that your
oral testimony be no more than 5 minutes. Your written testimony
will be printed in the record in its entirety.

Mr. Heddell, we would ask you to begin.
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TESTIMONY OF THE HON. GORDON S. HEDDELL,' INSPECTOR
GENERAL, U.S. DEPARTMENT OF DEFENSE

Mr. HEDDELL. Chairman McCaskill, Ranking Member Brown,
and distinguished Members of the Subcommittee. Thank you for
the opportunity to discuss the joint audit that was performed by
the Inspectors General of the Departments of Defense and State.

This audit examined the Administration and contract oversight
of the State Department program to provide training to the Afghan
National Police. This audit was conducted at the request of the
Senate Committee on Appropriations, Subcommittee on Defense.

As you know, the training and development of the Afghan Na-
tional Police to provide security in countering the insurgency in Af-
ghanistan is a key element of the U.S. strategy. As such, it is crit-
ical that the Afghan police be trained to support the counterinsur-
gency mission along with community policing skills. Effective con-
tract oversight is crucial to achieving these goals.

Prior inspection and assessment reports by this office, as you
noted, the Chairman, have noted that adequate staffing of key con-
tracting positions is absolutely essential for immediate and effec-
tive oversight. It has become very apparent that the insurgents in
Afghanistan are increasingly targeting the Afghan police and that
average annual death rates among these police officers have been
steadily increasing.

As a result, contract requirements regarding training need to be
modified to address this growing insurgency. This requires close
interaction between the contractor and what is now known as
NATO Training Mission/Combined Security Transition Command
Afghanistan.

The current contract arrangement simply does not facilitate this
close interaction because the Department of Defense is required
first to coordinate all contract changes with the Department of
State’s Bureau of International Narcotics and Law Enforcement Af-
fairs, at times a very cumbersome process.

Furthermore, in August 2009, the Chief of Mission in Afghani-
stan reported that the lack of a single unified chain of command
sometimes created confusion and delays in enhancing the police
training program. Accordingly, the Chief of Mission and the com-
mander of the International Security Assistance Forces rec-
ommended the transfer of contractual authority to the Department
of Defense for the training of the Afghan police.

To bring about the recommended transfer of responsibility, the
Department of State planned to allow its current police training
task order to expire and the Department of Defense planned to add
police training to an existing contract.

However, a March 15 decision by the Government Accountability
Office sustained a DynCorp protest of the planned action. In light
of this decision, the State Department plans to make adjustments
to improve the existing police training program, to include more di-
rect involvement by the military in training the Afghan police and
moving the contracting authority from Washington, DC to Kabul.

Furthermore, inadequacies in the Administration and oversight
of the contract compound the challenges that exist in providing the

1The prepared statement of Mr. Heddell appears in the Appendix on page 48.
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required training to the Afghan police. These challenges include
weaknesses in quality assurance, review of their invoices, support
for the billing and making of payments, defense contract audit
agency involvement or lack of involvement, maintenance of contract
files and accountability of government property. My written state-
ment provides additional information on these deficiencies.

Our audit also questions the fact that the State Department still
holds about $80 million in expired Department of Defense funds
and that this needs to be resolved. The deficiencies identified in the
Administration and oversight of the contract illustrate the larger
challenges that are caused by the lack of sufficient contract per-
sonnel, geographic distance and the wartime environment all com-
plicating this important matter.

My office will closely follow the efforts of the Department of De-
fense to oversee the future contract to train the Afghan police and
to appropriately use the funds provided by Congress for that pur-
pose.

I look forward to continuing our strong working relationship with
this Subcommittee and with all oversight organizations engaged in
the important work that is being carried out in Afghanistan and
in Southwest Asia generally.

And this concludes my statement.

Senator MCCASKILL. Ms. Klemstine.

TESTIMONY OF EVELYN R. KLEMSTINE,! ASSISTANT INSPEC-
TOR GENERAL FOR AUDITS, U.S. DEPARTMENT OF STATE

Ms. KLEMSTINE. Thank you, Chairman McCaskill and Ranking
Member Brown, for the opportunity to present our joint audit on
the national police training program contract in Afghanistan with
the Department of Defense Inspector General.

Deputy Inspector General Geisel sends his regards but he is in
Baghdad this week.

We conducted this joint audit in response to a congressional re-
quest with an objective determining the ability of the Afghan Na-
tional Police (ANP), training program to address Afghan security
needs. We also reviewed contract management activities and the
status of Afghan Security Forces (ASF), funds provided by DOD to
the State Department.

In 2006, when the security environment in Afghanistan was
more stable, DOD decided to use the State Department’s existing
Civilian Police program (CIVPOL), contract to implement the ANP
training program. The contractor, DynCorp International, was
awarded two task orders valued in excess of $1 billion.

These two task orders directed DynCorp to provide personnel, life
support, and communications for the training program. The State
Department was responsible for procuring services, overseeing the
co(lr)ltract, and managing and reporting on funds transferred from
DOD.

We found under the CIVPOL contract DOD did not have the au-
thority to direct the contractor thereby restricting DOD’s ability to
rapidly modify ANP training to respond to the rising insurgency
and the changing security situation in Afghanistan.

1The prepared statement of Ms. Klemstine appears in the Appendix on page 63.
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While the State Department was focused on training the ANP to
be an effective police force after security in Afghanistan had been
stabilized, DOD was focused on the survival and tactical training
of the ANP to counter the growing insurgency.

In addition, while the foundation has been laid for an effective
women’s police training program, there has been inadequate
progress in training a sufficient number of Afghan women. The
lack of trained women’s police corps members has limited the effec-
tiveness of law enforcement in Afghanistan.

We recommended correcting these deficiencies by clearly defining
ANP training program requirements, increasing the training facil-
ity capacity for women police members and enhancing efforts to re-
cruit women training instructors.

In response to the draft report, management provided a detailed
description of the requirements for the training program and
agreed to provide additional resources for training policewomen.

In overseeing CIVPOL contract, we found the State Department
contracting officials did not assign sufficient numbers of contract
oversight personnel to the ANP task orders and did not prepare a
quality assurance surveillance plan to ensure that the contractor
met the performance requirements of the statement of work.

In addition, those contracting personnel who were assigned to
monitor the task orders did not provide adequate oversight to en-
sure that all goods and services were received.

Specifically the following internal control weaknesses were iden-
tified. One, government furnished property was not adequately ac-
counted for. Two, contract files were incomplete and not always
available. Three, deliverables were not always matched to receiving
reports, and four, procedures for reviewing contractor invoices to
determine whether costs were proper were not followed.

As a result of these internal control weaknesses, State Depart-
ment personnel could not ensure that funds allocated by DOD for
the program were expended in accordance with DOD requirements.

We recommended that the number of contract personnel respon-
sible for contract oversight be increased, that a complete inventory
of government property be performed, that the contract officers
maintain complete and accessible contract files, and that goods and
services be matched against invoices.

In addition, we recommended that the Defense Contract Audit
Agency (DCAA), perform an audit to determine whether all expend-
itures were allowable, allocable, and reasonable, and request reim-
bursement from DynCorp for any payments DCAA determines to
be improper.

In response to the draft report, management generally agreed to
increase the number of oversight personnel going forward and
strengthen internal controls and undertake an audit.

In addition to identifying various internal control weaknesses, we
also requested contract invoices and other supporting documents
for $217 million in ASF funds already expended.

Unfortunately, the State Department financial managers did not
provide detailed transaction data until after the draft report was
issued. As a result, we could not determine whether the Depart-
ment had expended the funds in accordance with congressional in-
tent.
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However, we did ascertain that $80 million in funds transferred
from DOD remained unexpended well after the end of the avail-
ability period established by appropriations law. We recommended
that the State Department determine the status of ASF funds and
that any excess funds, to include the $80 million in expired funds,
be returned.

In March 2009, the President announced a comprehensive new
strategy for Afghanistan which included an emphasis on training
and increasing the size of Afghan security forces.

The State Department and DOD are committed to providing a
stable and secure environment for all Afghan citizens. This re-
quires that we effectively train and mentor Afghan forces, monitor
our contracts effectively, and ensure that taxpayers’ money is spent
appropriately.

Finally I would like to note that this audit was conducted in 6
months. Given the scope of work which took place in the United
States and six locations in Afghanistan, the short time for the suc-
cessful completion is a tribute to the professionalism of the audit
co-directors Mark Ives from DOD IG and Jim Pollard from the
State Department OIG and their teams.

Once again I thank you, Chairman McCaskill and Senator
Brown, for the opportunity to appear today and I am ready to an-
swer your questions.

Senator MCCASKILL. Thank you very much and thank you to the
staffs. That is quite an accomplishment, 6 months for this audit.
I know a little bit about that. That is amazing. Congratulations to
your teams.

Mr. Johnson.

TESTIMONY OF THE HON. DAVID T. JOHNSON,! ASSISTANT
SECRETARY, BUREAU OF INTERNATIONAL NARCOTICS AND
LAW ENFORCEMENT AFFAIRS, U.S. DEPARTMENT OF STATE

Mr. JOHNSON. Thank you, Chairman McCaskill, Ranking Mem-
ber Brown, and Senator Kaufman. We appreciate the opportunity
to appear before the Senate Subcommittee today.

The topic of today’s hearing, Contracts for Afghan National Po-
lice Training, is both urgent and it is important. As we all know,
President Obama aims our military to begin transitioning out of
Afghanistan in the summer of 2011. That is premised on the expec-
tation that Afghan security forces can provide security for the Af-
ghan people to support their self-governance.

Since 2003, the State Department has provided a variety of
training and assistance to the Afghan National Police. Since 2005,
our training programs have supported the United States military
in its responsibility to develop the overarching Afghan national se-
curity forces which includes both the army and civilian police.

As you know, Madam Chairman, from your Subcommittee’s over-
sight record, building civilian capacity in a conflict zone like Af-
ghanistan where civil institutions had been largely destroyed over
20 years of conflict is incredibly challenging.

The State Department’s Bureau of International Narcotics and
Law Enforcement Affairs (INL) undertake these assignments to ad-

1The prepared statement of Mr. Johnson appears in the Appendix on page 67.
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vance our broader national security and foreign policy objectives.
Our expertise in law enforcement and criminal justice programs is
widely recognized.

Building on the recommendations for improvement from the
oversight community and from this Subcommittee, we hope soon
also to be recognized for our agility and proficiency in contract
management and oversight.

Where our OIG colleagues have identified that we have fallen
short is in how we have adapted our contract oversight to chal-
lenges of operating in theaters of war where military operations
and complex security requirements limit our on-the-ground staffing
a{ld our staff’s ability to travel to the sites where training takes
place.

As stewards of increasingly more taxpayer dollars for critical na-
tional security and foreign policy objectives, we must effectively
adapt to this battlefield environment so that we craft procedures
and methods that allow our contract management and oversight ac-
tivities to be fully carried out.

The report discussed here today identifies a number of rec-
ommendations with which we fully agree and are working to ad-
dress. For example, INL’s current oversight team has already been
enhanced. Our team now consists of 33 staff, 12 program officers
in Afghanistan and Washington, seven in-country contracting offi-
cers’ representatives (ICORs) now provide oversight in Afghanistan
while the contracting officer’s representative and 13 of his staff ad-
dress contract oversight and Administration in Washington.

The increased ICOR staffing enables us to strengthen our asset
management and inventory reviews processes. More ICORs are in
various stages of the hiring process and will be in Afghanistan be-
ginning in May. By September we will have 22.

We will implement fully standardized contract management op-
erating procedures and guidelines by June 30 of this year. Stand-
ing operating procedures and a Web-based contracting officers rep-
resentative file fully accessible to staff worldwide around the clock
will be in place by the end of May. Along with more frequent re-
views, this will further strengthen our internal controls.

We have engaged DCAA to audit our Afghanistan task order
with two audits in process and they are preparing to audit the task
orders that are the subject of the OIG report. To date, INL has re-
jected 17 percent of police training invoices for Afghanistan result-
ing in 16.3 million in the denied claims.

Many of INL’s police training accomplishments are not easily
represented in a chart. Capacity building is a long-term process
even in stable post-conflict areas but Afghanistan which continues
to face an active insurgency is a special case.

For example, our police training programs are designed to em-
power Afghan civilians, many of whom lack basic literacy with the
core skills needed to mobilize as police officers and respond to the
direction of their local commanders.

Embedded in a Washington Post story on February 27, was an
Afghan police training success story. While the news sadly commu-
nicated the grim tale of yet another suicide bombing attack, the re-
port indicated that after multiple bomb detonations police officers
assembled at the scene rather than retreating and remained until

VerDate Nov 24 2008  14:41 Apr 06, 2011 Jkt 057325 PO 00000 Frm 00015 Fmt6633 Sfmt6633 P:\DOCS\57325.TXT SAFFAIRS PsN: PAT



12

they had covered their fallen colleagues, a scenario which would
likely have been different only 2 years ago.

This is one instance but it is descriptive not only of the chal-
lenging environment in which Afghan National Police operate but
of the kinds of actions and operations their training has made them
capable of undertaking.

Madam Chairman, the Department takes very seriously the need
to safeguard the public’s trust in managing programs and contracts
that support our national security objectives around the world. It
is after all through these programs that our partners worldwide de-
velop the bedrock of civil society, a safe, secure place where people
can live free from fear.

Thank you for the opportunity to discuss INL’s contract over-
sight. I will do my best to address your questions.

Senator MCCASKILL. Thank you, Mr. Johnson.

Mr. Sedney.

TESTIMONY OF DAVID S. SEDNEY,! DEPUTY ASSISTANT SEC-
RETARY OF DEFENSE FOR AFGHANISTAN, PAKISTAN, AND
CENTRAL ASIA, OFFICE OF THE ASSISTANT SECRETARY OF
DEFENSE FOR ASIAN AND PACIFIC SECURITY AFFAIRS, U.S.
DEPARTMENT OF DEFENSE

Mr. SEDNEY. Thank you very much, Chairman McCaskill, Sen-
ator Brown, and Senator Kaufman. Thank you for the opportunity
to appear today with my interagency colleagues.

As you know, the President’s strategic review of Afghanistan and
Pakistan recommend that heightened efforts to increase the quan-
tity and quality of Afghan national security forces as part of a
strategy to enable the eventual transfer of responsibility for secu-
rity to the Afghan government. This is not an exit strategy. It is
a transfer strategy.

Improving the capacity of the Afghan National Police is particu-
larly important as police are the primary link to the Afghan gov-
ernment for many Afghans particularly in rural areas.

Moreover, the Afghan police are on the front lines of the fight
against the Taliban and its affiliates. The Afghan National Police
are situated in areas where no coalition or Afghan national army
forces are and are often the target of much greater attacks. Cas-
ualty rates are higher in the Afghan National Police than in the
army. It is two to three times more dangerous to be a policeman
today in Afghanistan than to be a soldier in the Afghan national
army.

The effort to train the Afghan National Police as you pointed out,
Chairman McCaskill, has been under resourced, under prioritized,
and under carried out. One of the priorities of this Administration
when it came in was to refocus our efforts with the renewed leader-
ship, with greater resources, but more importantly than the num-
ber of resources, more targeted and more effective resources aiming
at building the quality of the entire Afghan national security forces
in an integrated effort with the Afghan national army and in a
combined civil/military campaign plan that will enable us to carry
out the transition that I described.

1The prepared statement of Mr. Sedney appears in the Appendix on page 74.
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As part of this revision, we, along with our NATO colleagues,
have transitioned to the NATO training mission Afghanistan which
General Caldwell, who you mentioned in your opening statement,
is now the commander of, of course dual-hatted also as the com-
mander of CSTC-A. The NATO International Security Assistance
Force (ISAF) and our non-NATO partners have made progress to-
wards growing the end strength and quality of ANP.

In December 2009, the ANP achieved its end strength goal of
96,800. In January 2010, the Joint Coordination Monitoring Board,
the international board charged with ensuring the international
and Afghan ministerial plans aligned with the goals of the Afghan
government agreed with the Afghan government’s plan supported
by ISAF and the U.S. Government increased the size of the ANP
to 109,000 by October 31, 2010, and to 234,000 by October 31,
2011.

The increase in 2010 will consist of approximately 5,000 Afghan
border police, 5,000 Afghan national civil order police which is the
mobile gendarme force that is equipped to act as a light infantry
role throughout the country, and 2,000 Afghan uniformed police as
well as other specialized police and enablers.

At the end of March 2009, the Afghan Ministry of Interior re-
ported that the total ANP will be equal to 102,138, slightly above
the February goal of 99,261.

However, increases in the size of ANP forces must come with a
commitment for improvement in the quality of the force. Initiatives
to improve the quality of the force include improvements in the
training infrastructure, increased pay equal to that of the Afghan
national army, better equipment, expanded literacy training, and
embedded partnering and mentoring.

In addition, we are working hand in glove with the Department
of State to build rule of law structures and processes to support
that ANP. As part of our effort to improve the police training proc-
ess, the ambassador and the commander of U.S. Forces in Afghani-
stan, as my colleagues earlier mentioned, recommended in an Au-
gust 2009 cable that management of the Defense-funded, State-
managed police training contract should be shifted from the De-
partment of State to the Department of Defense. The Department
of State and the Department of Defense subsequently approved this
recommendation.

Due to the operational need to quickly award a new contract and
the respective organizations subject matter expertise and experi-
ence utilizing the respected subject organizations expertise and ex-
perience in support of Afghanistan operations, the commander of
CSTC-A selected the counter narcoterrorism and technology pro-
gram office through the U.S. Army space and missile defense com-
mand of the Army strategic forces command to oversee the develop-
ment of an appropriate acquisition strategy for the ANP program.

The strategy called for procuring the required services through
the issuance of a task order under existing multiple award indefi-
nite delivery, indefinite quality contracts with CNTPO. The task
orders for the training of ANP and ANP programs logistics require-
ments were to be competed among five holders of an existing
MAIDIQ contract.
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However, before orders could be issued, on March 15, the Gov-
ernment Accountability Office, as the Inspector General earlier
mentioned, sustained the protest by DynCorp International. The
GAO determined that the task orders for the ANP program were
outside the scope of the MAIDIQ contracts.

As a result, the ANP training effort will not be awarded under
that contract. DynCorp will continue performance under the cur-
rent State Department contract which has been extended to July
of this year while the Department of Defense in conjunction with
the Department of State weighs options to ensure the ANP pro-
gram requirements are met in an expeditious manner in consider-
ation of this development and in compliance with the GAO rec-
ommendations.

It is important that any contractor DOD selects be responsible
and perform within the strict rules, regulations, performance ex-
pectations, and acceptable ethical and business practices that we
demand.

Please be assured that we take seriously any allegation that a
contractor fails to meet these expectations and requirements. The
selection of DOD contractors responsible and capable to meet our
requirements to assist in training and development of the Afghan
National Police is no exception.

I hope you find this information helpful. Thank you and I look
forward to your questions.

Senator MCCASKILL. Thank you very much.

Just to make sure I am respectful of my colleagues, if staff would
run the clock for 7 minutes for each member. We will take as many
turns as we need to get all the questions out. I have a tendency
to go on and I want to make sure I do not go on too long without
being respectful of Senator Kaufman and Senator Brown’s time.

So let me start with you, Mr. Sedney. What really happened here
is the commanders over there decided that when they were telling
DynCorp they needed this, DynCorp was telling their folks, well,
be careful just because the military is telling you to do it does not
mean we are going to get paid for it because the State Department
is making those calls.

So somebody finally figured out that it would be a good idea to
have the people in charge of military mission be in charge of the
contracting over an essential leg of a three-legged stool as it relates
to that mission in Afghanistan.

Is that a fair characterization?

Mr. SEDNEY. Yes, along with the Inspector General’s report, the
lack of unity of command in the police training effort. Clearly it
was inhibiting what we were trying to do and I would repeat what
was said earlier. The shift in environment where the security situa-
tion was getting worse and the police were being called upon to do
more and different things than envisioned originally when the deci-
sion was made to utilize the State Department contract made clear
that we needed that flexibility and that ability to have that unity
of command.

There were multiple examples from the small to the large of
where that lack of unity of command was inhibiting what we were
able to do, and that is why our new commander and our new am-

VerDate Nov 24 2008  14:41 Apr 06, 2011 Jkt 057325 PO 00000 Frm 00018 Fmt6633 Sfmt6633 P:\DOCS\57325.TXT SAFFAIRS PsN: PAT



15

bassador out there made this decision to recommend what I men-
tioned before in that cable that they sent on August 11.

Senator MCCASKILL. I certainly spent a lot of time when I was
in Afghanistan with the ambassador and with General McChrystal
and with General Caldwell. I completely agree that was the right
thing to do but it is important to note that happened in August
2009, and we have no contract and we are not even close to having
a contract.

So I need to know today what is the plan? How are we going to
get contractors committed and over there with jurisdiction and the
supervision of the Department of Defense and the military to train
Afghan police officers?

Mr. SEDNEY. We do not have a final answer for you on that,
Chairman McCaskill.

Senator MCCASKILL. That is unacceptable.

Mr. SEDNEY. However, I can tell you what we have done in the
months since the GAO decision and where we are working to go to.

Senator MCCASKILL. Let me make sure the record is clear here.
The complaint was filed in December. This is a really important
part of the mission. There is a chance anybody who knows any-
thing about these contracts and anything about complaints, and be-
lieve me if anybody knows about this it is the Pentagon, about
challenges to contracting, they know that GAO has an important
role to play.

At the moment that the complaint was filed, all hands on deck
should have been looking at this at the Pentagon to say what is
plan “B”. If this objection is upheld by the GAO, what is plan “B”?

The President had already announced that this strategy was just
until July 2011. The clock is ticking. So we know in December of
last year that there could be a problem with transitioning this con-
tract under the military control and you are telling me today, what,
December, January, February, March, April, you are telling me 5
months later you do not know what you are going to do.

Mr. SEDNEY. No, Chairman McCaskill, I am not telling you that
we do not know what we are going to do. I am saying we have not
decided the final form of what we are going to do. But as I said,
if I could lay out where we are, what we are moving towards.

Senator McCASKILL. OK. What I want to hear is a decision has
been made and we are going to get on it. That is what I want to
hear but I am open to listening to what you want to say.

Mr. SEDNEY. You are correct that once the contract protest was
filed, we should have been and we were aware that we needed to
start making alternate plans. Those alternate plans had to of
course cover a wide range of possibilities of the contracting, and as
I understand it, I am not a contract lawyer, but as I understand
it, I was advised that there are some things that we had to be care-
ful to do that in terms of preparation could not go beyond actions
that could then lead to further protests so we have to be careful
what we did legally.

On March 9, 2010, we received a joint message from our military
and civilians in the field, and this was a result of work that we had
leading up to that, pointing out some of the areas that we need to
work on, and what were some of the alternate ways forward.
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Since the GAO decision, my department, myself, Assistant Sec-
retary Johnson, his department, have met. The current DynCorp
contract is an extension of a contract which had expired and that
extension runs until July of this year.

We determined we had several possible ways forward at the cur-
rent time. We could, in conjunction with the GAO report which
very strongly came out in recommending that we do a full, fair, and
open competition of the contract, while we could have appealed
that decision or contested that decision and asked for reexamina-
tion of that decision, we decided not to because even if we felt that
our position was right and the GAO decision was wrong, further
contesting of that decision would just lead to a longer period of
time with uncertainty.

So we are going to go ahead in full conformance with the GAO
recommendation of a full and open competition.

A full and open competition of that contract requires that we
have the requirements put in place, that we follow all the steps of
the contracting process, and the Department of Defense is moving
forward in an expeditious manner, in a speedy manner, as fast as
we can go, but this is not a process that in and of itself is ever fast
as I am sure you know, Senator.

Senator MCCASKILL. I do know. I will make a bold prediction.
DynCorp will be extended again and DynCorp will be there doing
this until a decision is made as to what extent our level is going
to change in terms of our commitment in Afghanistan sometime
next year.

The lesson that probably needs to be learned here is that
shortcutting the process through existing task orders and contracts
is what generally speaking the Pentagon likes to do.

The military has very little patience with the process of full and
open competition. It is a process that has a number of required
steps. But they are there for good reason. If there is anyplace that
I think the American people have figured out that we have got to
have some help on full and fair and open competition, it is the hir-
ing of security forces and the training of security forces because I
mean I do not know how many other companies in America are as
well known as Blackwater, and it is not for good reasons.

So circumventing that full and fair, in hindsight, I just want to
say that the moment the decision was made to try to move it out
of the State Department, it seems to me that full and fair open
competition would have been the most efficient way to move for-
ward rather than trying to shoehorn this into something else in
order to take a shortcut. It turns out that the shortcut was not so
short.

My time is up for this round, and I will turn it over to Senator
Brown.

Senator BROWN. Thank you, Madam Chairman. I am going to ac-
tually, as a courtesy, extend my time to Senator Kaufman. He has
a few questions, and then if I could reserve and come back that
would be great.

Senator KAUFMAN. Thank you very much. I want to associate
myself with the Chairman’s remarks.
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Look, I have been to Afghanistan three times in the year and a
half I have been a Senator. I have sat through 70 briefings in prep-
aration before and after leaving on those trips.

I had no idea we spent $6 billion. I have not had a single person
in any one of those briefings refer to the Afghan National Police
as anything except a big problem. Not a problem to get them well,
a problem just the way they sit. They are purveyors of corruption
from one end of Afghanistan to the other to, as the Chairman so
well put it, the rule of law.

If we are going to build, clear, hold, and build, we have to have
the rule of law. No rule of law. The police are the ones who man
the barricades and on the highway stop people. Just read the sto-
ries about what went on in Marjah and why the people were so
upset with us because of the former government.

The other thing I want to say, look, the four of you are doing a
great job. I mean I really applaud you for what you are doing. This
is incredibly difficult. So what I am saying is not referring to you.
You happen to be, unfortunately, the messengers sent to sit here
at the table.

But I think what the Chairman says is compelling. If we do not
do something, we are in dire shape over there. I mean that is not
a deep, dark secret. The key to it is we cannot go into places and
clear and hold, we cannot hold if we do not have the police to do
it and we surely cannot build and we surely cannot transfer.

So we have to come up with something in the next 6 or 8 months.
As the Chairman said, this is not a decision, we are talking about
June, starting to draw down troops. We are talking about making
a decision this December on whether we are going to win or not.

And I will tell you what. At the top of my list, not the No. 1
thing, but the No. 2 thing is where do we stand with the Afghan
National Police? The attrition rates were out a bit. They are get-
ting out of control.

So really what I would like you to do if you could, and I know
I have sat here and listened to you mention the deteriorating con-
dition, lack of unity of command, and some of the things that have
been said but this is catastrophic.

This was not something that you can just go around the edges.
It is a deteriorating condition so we have no police. And we knew
what the literacy of the police are. But they are saying the same
things now after $6 billion. We have this incredible problem with
the literacy of the police.

So, what I would like, if each of you would kind of—and I know
you are under constraint. What are the one or two things that you
really believe you could spend $6 billion on, and end up with prac-
tically no where—what are the two or three things?

I got the unity of command and I got deteriorated conditions.
What are the one or two things that we can do, and what is the
one thing you think could best help us reach the point the Chair-
man said, so that we can move ahead and actually have progress
on the ground so we can reach this 134,000 trained troops?

I will start with Mr. Heddell.

Mr. HEDDELL. I will say, just for starters, just about everything
that could go wrong here has gone wrong. And looking back to No-
vember 2006, it was relatively clear to my office, Senator Kaufman,

VerDate Nov 24 2008  14:41 Apr 06, 2011 Jkt 057325 PO 00000 Frm 00021 Fmt6633 Sfmt6633 P:\DOCS\57325.TXT SAFFAIRS PsN: PAT



18

that the training that was being provided was already inadequate.
The needs of the Afghan police training were already out of date,
so to speak, and it was pretty apparent that there was not enough
management on the ground in-country overseeing the contract.

You are asking for a couple of things here. But I spent 28 years
in Federal law enforcement so I cannot come up with two things
because there is at least 10 things and they all need to be ad-
dressed.

The fact is, aside from the need to increase the size of the total
Afghan National Police force just to address the counterinsurgency
and to protect civilian population, they need to start at the very be-
ginning.

Recruiting is a tremendous challenge over there, finding the
right people for this kind of work, and then retaining them, paying
them what they need to be paid to live and then training them on
the force. Of course we talked about the dangers and the fact that
the death rate for Afghan National Police officers, by our records,
has gone up four or five times what it was.

Senator KAUFMAN. The total now is 129, in my briefing.

Mr. HEDDELL. The average death rate per month for Afghan Na-
tional Police officer in the last 4 years, we think, has gone up from
24 a month to about 125.

Senator KAUFMAN. OK.

Mr. HEDDELL. Those figures are approximate, but they are dra-
matic. The fact of the matter is we need to change the training cur-
riculum to be able to address the counterinsurgency. We need to
be able to teach survivability over there. They need to know that
they can go out on the street, do their work and survive.

They need tactical skills aside from the basic community policing
skills that any police official would need to have. We need better
trainers. The example that Madam Chairman gave with the
Carabinieri Italians, I mean what a simple but yet an unbelievable
situation that they had not sighted the weapons.

Most of all, Senator Kaufman, they need leadership. They need
police officers who can lead. If there is one single thing they prob-
ably need more than anything else, it is that.

And the second thing, if I had to give you two items, would be
find a way to dismiss so many corrupt police officials in-country.
I met, last November, with Minister Wardak, the Minister of De-
fense, and he talked for almost an hour and most of it was about
the corruption.

Corruption undermines everything that we are trying to achieve
in that country and particularly with respect to police officials.

Senator KAUFMAN. My point is you know there is an old defini-
tion of insanity in doing the same thing over again and expecting
different results. And what the Chairman said is what are we
going to do in that 6 months, and the folks in there that have been
doing this, I mean you say there are not enough contract oversight.

Part of this has to be what were the contractors doing? What you
laid out was a problem we knew in 2001. Everything you said you
did not have to have a Ph.D. to figure out that those were the 10
or 12 things that we had to do.

We are now here 9 years later, and we are exactly at the same
spot. You basically laid out the questions I have. And, Wardak and
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Minister of the Interior Atmar, they say all the right things, but
what they say is there is no training going on.

I am saying briefing after briefing after briefing was this is just
where the police are. What I am trying to do is get at the answer
to the Chairman’s question. I guess, what the problem is, you pret-
ty well laid it out.

Does anybody have any ideas what to do in the next 6 months
so that when we come up for review in 7 months, we have a real-
istic opinion of where the police are and how we can move forward?

Mr. HEDDELL. If we have to wait for a contract, a new contract,
we are not going to do very much. The Department of Defense is
working with the Department of State, I know that, to make an in-
terim fix. The fact of the matter is it needs to be fixed right now.
And I can tell you you do not train a police officer in a year. It
takes 2, 3, and 4 years to get there.

Senator KAUFMAN. But here is the thing, and I agree with you
about that and people talk about us going out in June and we can-
not go out in June. We do not have enough time.

We do not have to have all the answers but we have to make
progress. We have to be able to say we are moving in the right di-
rection. We got to be at some point like in December where we do
not have a list of the 12 things you said that are wrong, which I
totally agree with everyone of the them, that there is maybe six on
the list. We are making progress on two of them.

Mr. SEDNEY. I would hate to think we have to wait to get a con-
tract on-board to start training police officials to survive.

Senator KAUFMAN. Can someone else give a suggestion? What is
it that we should do? I get back to the question the Chairman
raised. What can we do so that we do not have to wait, so we come
in December, we will have a good idea of whether we really can ac-
tually train police and get them out there on the job. Isn’t that the
question?

Ms. KLEMSTINE. If I could.

Senator MCCASKILL. I think Mr. Sedney wants to also but go
ahead both of you briefly or all three of you go ahead and then we
will go to Senator Brown.

Ms. KLEMSTINE. Briefly I would say that I would put them into
three areas. The first thing that we really need to do is we need
to adequately define our requirements. Every contract starts on the
requirements side.

My past experience on the contract side has shown that the re-
quirements are never well defined. We have to do that. Then we
have to have adequate performance measures by which to reevalu-
ate the contractors. Without any accountability, it does not make
any difference. That was one of the things that the joint report
pointed out that there was not performance measurements in this
contract to hold the contractor accountable for what needs to be
done.

And then the third area we need to do is an adequate job of over-
seeing the contract. But in terms of overseeing the contract, things
will have to be a little bit different than what we institutionally
know as contract oversight just because we are in a war-type zone.
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So we have to develop standard operating procedures and ade-
quate ways to do these type of contract oversight in areas of contin-
gency operations.

Mr. JOHNSON. I think I would agree on a couple of the points and
make one further. The basic measures that would improve the re-
cruitment and retention direct, more direct pay, direct pay for all,
better and longer training programs focused on literacy.

But with due respect to General Caldwell, we have trained many
people in Afghanistan. Under his leadership, we trained 3,000.
Under General Formica, we have trained almost 16,000. Under
General Cohen, we have trained almost 30,000. Under General
Durbin, we trained almost 66,000.

So there has been a great number of people trained, and the end
strength now is about 100,000. But we have not been able to retain
them the way we need to. As the DOD inspector general men-
tioned, it takes a longer time than a 6- or 8-week training program
to get the kind of police officer that you need. So retention is a key
part of this.

I would also join the Ms. Klemstine. A clear statement of work
so that we can move out on new training whether it is under the
contract that we manage or if we are able to move it over to DOD
more rapidly, to do it that way.

But those sorts of things would allow us to proceed as rapidly as
possible. Thank you.

Mr. SEDNEY. I would offer that there are a lot of things that are
happening now and have been happening over the past year that
are moving us very much in the right direction.

We do not have to start from today to do things right and do
things better. We already have started and already have done
things better. There are continuing changes and improvements un-
derway.

Senator McCaskill, you mentioned recruitment. Recruitment for
the Afghan National Police has been sharply improving over the
last several months due to a series of improvements including a re-
cruiting training command, a more focused effort on recruitment
and improved pay for the Afghan National Police.

The recruitment is also up because we recognize the issue of
leadership that everyone has mentioned. General McChrystal in
his campaign strategy has focused on a key measure to improve
performance and leadership in both the Afghan Nation army and
Afghan National Police and that is through intensive partnering
with the Afghan National Police by U.S. forces and coalition forces,
throughout all of Afghanistan.

Implementing that partnering is ongoing now. There are already
police units that are being partnered. Units such as the Afghan na-
tional civil order police which had never been partnered before is
going to be partnered now by elements of a special forces under
ISAF.

That partnering will help provide a bridge for the leadership.

Senator MCCASKILL. Is that the same thing as ANCOP?

Mr. SEDNEY. Yes.

Senator MCCASKILL. That is the new name for ANCOP?

Mr. SEDNEY. Afghan National Civil Order Police. The acronym is
ANCOP. I try to avoid acronyms.
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Senator MCCASKILL. OK. I have never heard it called anything
other than ANCOP which, for the record, ANCOP is the special po-
lice force that roams the country. They are not assigned to a prov-
ince. They are not assigned to a jurisdiction. They are the elite po-
lice force. They were designed to be the elite police force.

Mr. SEDNEY. Their performance has been very high. They have
also suffered from the highest attrition, attrition meaning people
who either leave before their contracts, attrition meaning people
who leave before their contracts are up and the lowest retention
meaning the fewest number of people who sign on for a repeat con-
tracts.

That is due for a number of reasons. One of them is high oper-
ational tempo. Another is lack of leadership which is mentoring
and partnership. Another is because many of them are recruited by
higher paying private security firms to provide private security
services in Afghanistan which is a separate program.

But let me go back to what is going right, Senator Kaufman. On
Sunday and Monday of this week, I was in Afghanistan with Gen-
eral Petraeus and Ambassador Holbrook for their review of the con-
cept drill, in other words an intensive look with the Afghans and
our civilian and military leadership on our combined civil and mili-
tary efforts in Afghanistan.

The Minister of the Interior, Mr. Atmar, and Minister Mongol,
the Deputy Minister of the Interior, both participated in that. The
Afghan police and the performance of the Afghan police was a
major subject of discussion during that.

Minister Atmar pointed out that not only had we trained many
police, as Assistant Secretary Johnson pointed out, there are many
police who are performing well. He also admitted there are many
police that are not performing well.

Whether it is a Newsweek article or another forum where you
focus on the problems, Minister Atmar asked us, and I am going
to comply with his request, to highlight that there are also thou-
sands, and in his words, tens of thousands of Afghan National Po-
lice who are doing a good job, who are not corrupt, who are being
killed at the rate of 125 or 129 a month, and they are staying on
the job. They are not fleeing the job. Some do but many more do
not.

They are committed to their country, and they often do not have
the right resources, they do not have the right training, whether
it is ineffective sights, ineffective equipment, whether they are
using unarmored vehicles instead of armored vehicles in areas
where IEDs are the biggest killers of people.

So these are people on the Afghan side who are working hard to
defeat an enemy that has been growing in strength.

The message I took away, and I have spent several years living
and working in Afghanistan as well as visited there about 10 times
over the last year, is that General McChrystal’s strategy of
blunting the rise and the improvement that the Taliban had is suc-
ceeding.

The next step of course is to reverse that. Every step of the way
the Afghan National Police is central to that. So we are building
a better police force. We are training a better police force.
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The partnership is helping us to put in place a police force that
is going to perform better. We have a better story today than when
you Senator and you Senator were there in the last several months
and it will be better next month.

Will it be dramatically improved everyday, no. But it will be sig-
nificantly improved on a month to month basis. I feel very highly
confident of that.

In terms of the contract, the work that Assistant Secretary John-
son and I have done over the last several weeks, we want to make
sure that we do not make any of those mistakes that you referred
to, Senator McCaskill, in terms of the contracting process because
more mistakes will lead to an even longer gap before we have a
permanent contract.

We do also need to find a way to bridge to a permanent contract.
I agree with your prediction that the most likely, we both agree
that the most likely outcome will be an extension. I hope I did not
say anything a lawyer will find problematic with that.

Senator MCCASKILL. Just say I made you answer the question.

Mr. SEDNEY. Thank you, Senator.

But we have also communicated to the State Department new re-
quirements. I agree with Inspector General Klemstine that we need
to be clear about requirements. These new requirements that will
address the problems that were laid out by Mr. Heddell on the
areas that we need different kinds of performance in the police con-
tract and we are working now to see how we can have that con-
tract, how we can accomplish those goals through a possible exten-
sion of existing contract.

There might be some other options but we will continue to work
through that. We expect to have a resolution within the next 2
weeks. I hope even sooner in terms of that extension or our other
possibility.

But as we are doing that, we are continuing to train. We are add-
ing trainers for the police in other ways. The police contract is not
the only way we are training. We have brought an additional coali-
tion of military trainers. Other countries have put in more trainers.
There are more both third country military trainers and third
country police trainers that are already in Afghanistan than there
were before as part of an effort through NATO and through our
partner nations to increase training.

For example, the Germans in the north who had been focusing
their efforts on deployed military are now transitioning to trainers
and a greater focus on training in the north and that is happening
in many other areas as well.

So while we focus, and I agree with you, Senator McCaskill, in
your criticisms of the process. We have made mistakes. We are
going to fix them. But there are many things that are going right,
Senator Kaufman. I would be happy to go on at greater length.

I apologize for taking up your time.

Senator MCCASKILL. I am just self-conscious about getting to
Senator Brown.

Senator BROWN. Thank you. Madam Chairman, and through you
to the witnesses.

I had a whole host of questions but in just listening I wanted to
shift gears and then I will come back to my original line of ques-
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tions. One of the things that I am just getting through the con-
versation is that the contract transition and the 5-month delay in
awarding the contract quite frankly is putting our troops at risk.

I am flabbergasted sometimes at the slow pace of government at
a time when we need quick reaction and quick action on moving
forward. So whatever tools and resources you need to get the job
done, I would encourage somebody in your respective departments
to start to get moving because my sense being in the military and
also recently visiting is that we have a serious problem. We have
to stop pointing the finger and going back and forth and just get
the job done.

With regard to who do we hold ultimately accountable, I am a
little confused still. I know we have a contract. I have been read-
ing. I understand it. I get it but my concern is now we are extend-
ing a contract that has not worked. People who have received $6
billion.

There has been very little training and now we are looking to ex-
tend it because we do not have the ability to enter into another
contract because we used something that we felt would get it done
quicker when in fact it delayed us so we are more time behind the
eight ball.

But I am hopeful that when you do the new contract there is
going to be a way to hold the trainers responsible for delivering
what they said they were going to deliver because as somebody who
is just so fed up with overspending and over budgeting, at what
point do we hold contractors, people that we hire to do a job, re-
sponsible for doing that job and getting our money’s worth?

That is something I would like to ultimately leave for just some-
one to ultimately speak about.

I will start with you, Mr. Sedney. You did say in the beginning
you will need greater resources and you have not received the
trainers. You need more trainers.

I know in speaking to the appropriate authorities in Afghanistan,
the United States is the only country that has provided the re-
quested amount of trainers. The other countries have not supplied
the appropriate trainers.

Who in the food chain is responsible for trying to get the other
countries to provide the appropriate amount of trainers?

Mr. SEDNEY. Senator, first of all, let me say in response to the
first part of what you said. I agree with you entirely and I can tell
you I share your impatience and I can pledge you my greatest ef-
forts to make both the quickest and the most effective response be-
cause sometimes speed works against effectiveness.

On the issue of trainers that you raised, the U.S. forces, the U.S.
military has provided the requested trainers under the NATO re-
quest because this is a NATO mission. We have a number of coun-
tries that have responded well to the combined joint statement of
requirements——

Senator BROWN. But they have not fulfilled their obligation.

Mr. SEDNEY. There are a number of countries we continue to
work with and the overall number of unfilled spaces under the
NATO combined joint statement of requirements is in the several
hundreds, well over 400 when I checked this morning.
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That certainly will be a major area of discussion with our col-
leagues both at NATO and also in the upcoming NATO ministerial
in Estonia.

At the same time as we are looking for other countries to step
forward within the NATO context, we have also had a number of
discussions and am not going to name the countries for reasons of
the diplomatic confidentiality but a number of countries which
have not yet been involved in Afghanistan have shown interest in
contributing trainers.

We are working aggressively with them because they see the
challenge that instability and extremism in Afghanistan poses to
their own national security. So we are not being limited by the
past. We are actually looking into new and different areas, and
again I would be able to do that in a more confidential setting be-
cause I do not want to put countries on the spot while we are in
the middle of diplomatic negotiations.

But I believe there are a number of areas of hope there. At the
same time I want to stress what I said in response to Senator
Kaufman, we are training police. The coalition and we, the United
States, are training police and moving forward. This is an area
where we are going to succeed.

Senator BROWN. Thank you very much and I appreciate that.
And I know who is helping and who is not and I would encourage
the Administration to strongly encourage them to do what they
said they would do.

We all know about the $6 billion that has been spent and fewer
than 12 percent of the country’s police are capable of operating on
their own.

We know about the lack of respect that the police get in Afghani-
stan based on their corruption and lack of training, etc. So consid-
ering all those problems, I guess I would defer this question to the
IGs. Considering all these problems which have been apparent for
a while who ultimately is responsible in saying how do we not fall
into this rut again.

Mr. HEDDELL. I will be glad to try, Senator Brown.

Two areas, one is simply the training of police officers and doing
it in the right way with the right trainers, with the right cur-
riculum. The second part of that is managing and oversighting a
contract worth billions of dollars.

In both categories, if we are going to do it and we are going to
do it obviously, we have to do it right. Under each of those cat-
egories, there are things that we need to do.

I mean, under the management oversight of the contract, for in-
stance, we need to have oversight and management in-country
looking at the contracting officer representatives on the ground in-
country.

With regard to the contract itself, we have to have performance
measures. We have to specifically say what we expect that con-
tractor to do. Then we have to measure that contractor’s perform-
ance.

With regard to property, DynCorp spent millions and millions of
dollars on property and we did not do inventories. We did not know
what we had or what we did not have many times.
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Senator BROWN. Right. Well, there is no property management.
There is no accountability. There are no hand receipts. There is
nothing.

Mr. HEDDELL. That is correct.

Senator BROWN. How does that happen?

Mr. HEDDELL. Because there were no managers on the ground.

Senator BROWN. What are they getting paid for? Why is that?
When they are getting paid to do a job, there has got to be a chain
of command. There has got to be a natural flow chart. Here is the
boss. Here is the subordinate. Where is the break down? I am miss-
ing it.

Mr. HEDDELL. I can tell you what happened.

Senator BROWN. Where is the breakdown?

Mr. JOHNSON. As I mentioned in the statement that I made, the
oral statement, in adapting the procedures that we had to working
in a wartime environment, we developed what we thought were ef-
fective compromises, sometimes in consultation with our OIG col-
leagues, so that for example the contracting officers’ representa-
tives’ files were retained in Washington.

It was, therefore, a 24-hour delay, due to the shape of the globe,
before someone on the ground in Kabul would have access to that
material.

They always had access to the material 24 hours later but it is
not the same as being able to have the materials in the front of
you.

We did this because we were working in an environment where
we were seeking to manage our risks, having no more people on
the ground than we thought we had to. I think in retrospect, hav-
ing more, taking some risks in the hiring process and having places
doubled-billeted or triple-billeted going through the clearance proc-
ess would have made more sense.

I am anxious to come before you at some point, and the Chair-
man call me down for having so many people on the ground that
I have lost the concept of materiality in auditing.

Senator MCCASKILL. I will not do that.

Mr. JOHNSON. I am aiming for it. But that is where we are trying
to head.

We did do some things in order to compensate for that by making
all of the payments for the contract provisional in nature so that
we can claw them back if they need to be and we have when we
found issues that need to be addressed.

As the Inspectors General pointed out, any delay in doing that,
though, represents potential for lost documents, for lost memory,
and reconciling that process over time is not nearly as efficient and
effective as doing it at the time payment is made even though it
does protect the government.

So we are moving as rapidly as we possibly can in the direction
of having more and more people on the ground.

Senator BROWN. Thank you. I have run out of time, Madam
Chairman.

Senator MCCASKILL. Let me first ask about the 2006 audit. Let
me ask who did this before we started contracting this? Special
forces?
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Mr. JOHNSON. When the effort was first made to train police to
do security sector reform, as it is called in diplo-speak, in Afghani-
stan in the early part of 2002 there was a division of labor among
members of the G-18.

The United State took responsibility for the Afghan national
army for reasons which I think were intuitive to everybody in the
room.

The Germans who had a latent program that existed before the
Russian invasion and before the Marxist coup that took place be-
fore that wanted to take the police responsibility on. They did but
their approach was a very long-term approach.

Senator MCCASKILL. Right.

Mr. JOHNSON. And so we step in, the State Department did, and
began a very modest training program in order to try to get people
on the ground as quickly as possible.

But as you may or may not recall, the diplomatic theory at the
time was to have a relatively light foot print. We do not have ISAF
outside of Kabul. We were still operating only Operation Enduring
Freedom efforts outside of that.

This has grown over time as we have seen and this is one of the
issues that I think we need to take into account here. It is not so
much that people did not do what we wanted them to do. It is that
both our objectives and the situation on the ground has evolved
a?d sometimes in unexpected and marked ways during this period
of time.

Senator MCCASKILL. Let us just assume. We had this require-
ment to train local police during a counterinsurgency in Iraq. We
now have the mission to train police during a counterinsurgency in
Afghanistan.

I do not think it is beyond anyone’s imagination that if we are
fighting a counterinsurgency that that is going to be something
that is going to have to be a core competency of our military as far
as the eye can see.

Would anybody disagree with that? That training local police in
a counterinsurgency is something that should be a core competency
of our military for as far as the eye can see.

Mr. Sedney, would you disagree with that?

Mr. SEDNEY. I personally would not disagree with that. In terms
of just how we are going to allocate the division of responsibility
in the government for future counterinsurgencies in terms of train-
ing police I believe that is still a matter that we have not fully
come to closure on but I take your point and I would say I person-
ally agree.

Senator MCCASKILL. I will tell you this. That is what I would like
to see come out of this hearing. In the volumes of information that
I have consumed on this, there is no question that the trading back
and forth, the fact that after 2006, you had an audit report that
said you needed in-country CORs, and there were years that you
maybe had one on a task force and they were not really doing any
on-site checking because of the security risks.

I mean it is unacceptable that—you know, I think I have a cou-
ple of documents that by the beginning of 2008, nearly 675 million
was obligated without any evidence of an ICOR functioning in Af-
ghanistan. That comes directly out of the report.
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Prior to June 2009, there was only one in-country contracting of-
ficer’s representatives on the main ANP task order. That is not
going to work.

Anybody who is doing contract oversight will tell you that the
kind of presence in-country in this kind of environment is woefully
inadequate.

So if we are going to be operating in the counterinsurgency as
we do this local police training, it seems to me that it is imperative
that somebody step up and say this has got to be a military COR
competency and stop this, well, the State Department was not
doing it. Well, we got to get it back under the military because the
State Department contractors are not paying attention to us. State
carllinot really get out in the contingency because of the security
risks.

I mean if you look at this back and forth over the last 4 or 5
years, you can say all you want to how many have been trained.

But I think if we are honest about how many are currently oper-
ating at an effectiveness level in the country of Afghanistan, Amer-
icans have not gotten a good deal on their investment.

So I am trying to get someone to come to the table and say it
is time that people at the very top of the State Department and the
very top of the State Department and General Petraeus acknowl-
edged that this needs to come to defense and it needs to stay there.

Is it not true that there is a plan already in place to not only—
we are trying to transition it to defense but we cannot get it done
because it was not done right and there is already planning going
on on how to transition it back. Is that not true?

Mr. SEDNEY. There certainly is discussion about what will follow
after a transition to Afghan security lead so I am aware that there
are discussions. I am not aware of a plan along the lines that you
discussed but I have to confess I will not be able to speak for every
plan in the Department of Defense. But I personally am not aware
of such a plan, Madam Chairman.

Senator MCCASKILL. I think there is a chance that we will be
doing police training in counterinsurgency operations in other
places besides Afghanistan. That is something clearly if you under-
stand the security threats around the world whether it is Somalia,
whether it is Yemen, this is something that is going to be ongoing.
It is my understanding that prior to the State Department taking
this on that this had been a special forces function, the training,
before it went to private contractors.

Mr. JOHNSON. That is not my understanding. The special forces
were operating as part of Operation Enduring Freedom. They had
many liaison relationships throughout the country as part of that.

But the police training which began after hostilities were con-
cluded formally, if you will, was the responsibility first of our part-
ners and then we began taking on more and more of that.

If I might say while I have the floor, I think we are going to find
that we need more than one solution to this problem because there
are going to be places in the world where a defense-led effort will
be both more appropriate and more effective and acceptable, and
there are going to be places in the world where if only for reasons
of acceptability from our partners, having a civilian-led effort is
going to be also needed to be in this mix.
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Senator MCCASKILL. My reference to special forces was world-
wide. It had been special forces prior to the State Department. You
are referring to Afghanistan. There was a time that the State De-
partment was not involved in this and it was purely military that
did training of local police under these circumstances.

Mr. JOHNSON. My earliest recollection of this comes in our initial
effort to assist the training of the police force in Haiti in the early
1990s and that was a State-Department led effort. I understand
that before that when there were needs there may have been spe-
cial forces training programs which bled over to civilian police but
it has not been the civilian lead at least over the course of the last
couple of dozen years.

Senator McCASKILL. OK. Did you want to add something, Mr.
Sedney?

Mr. SEDNEY. No.

Senator MCCASKILL. No. OK. Senator Kaufman.

Senator KAUFMAN. You are doing great. Keep going.

Senator MCCASKILL. Why do you not take another round, Sen-
ator Brown, and then I will probably come back for one more.

Senator BROWN. Thank you, Madam Chairman. I appreciate it.

This has been very interesting. I wanted to just touch on the
civilian training verses military style paramilitary training. Al-
though the primary reason for change certainly is sensible, the Af-
ghan police are suffering inordinate casualties in the field com-
pared to their counterparts in the army based on this new empha-
sis on military style training, I think precipitated by the several
debates between the State Department and DOD.

The State Department and DOD inspectors’ report that we have
been obviously cited the delay in changing the curriculum to em-
phasize the paramilitary skills as the problem in the current DOD-
State Department management.

Did this delay stem from the resistance by the State Department
to buy into this change or resistence from DynCorp or basic bu-
reaucratic problems or for some other reason?

Mr. JOHNSON. There is no resistance to this on our part. We will
respond to the defined requirements. If it requires additional or dif-
ferent trainers, that is what we will seek. If it requires skills that
are outside the scope of civilian trainers, we will inform our mili-
tary colleagues that we are not in a position to provide that service.

Senator BROWN. Do you wish to comment on that, sir?

Mr. HEDDELL. Yes. There is actually something I think to be
learned from your question, Senator Brown, in the sense that the
original contract required that there would be this joint relation-
ship between the Department of State and the Department of De-
fense.

And that in order for the Department of Defense to make a
change, for instance, in the training curriculum, it was required
that DOD provide at least 120 days notice before that change could
be effective.

What we found when we interviewed staff from the State Depart-
ment, they indicated on average it took 6 months to actually exe-
cute a change.
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It brings us to the heart of the issue which is that the Depart-
ment of Defense needs in this particular case to be able to talk di-
rectly to the contractor. That was really the heart of the problem.

The bureaucracy was holding us back and the lack of contracting
management on the ground to effect these changes and bring about
a new curriculum and to do the things that DOD needed to have
done, the structure was not in place to do it.

So what we learned from that is that we should not have this
intermediary where DOD has to go through another entity to make
changes.

And we do not want to build a contract where it takes 120 days
to make a rapid change when the insurgency is making rapid
changes every day that we have to adjust to.

Senator BROWN. I think that is accurate. I just want to shift
gears just a minute. When we talk about the training, and I asked
theslg questions in Afghanistan, it has gone from 8 weeks to 6
weeks.

Do we really think that is adequate enough to instill profes-
sionalism and ethics in that police force, into the trainees, and is
that enough time to actually filter out those trainees to determine
if they in fact have the ability to be professional and ethical?

I think that is probably an IG question.

Mr. HEDDELL. I would be glad to give you my opinion on that,
Senator Brown. From the standpoint of basic training, no, 6 weeks,
in my own opinion, is not enough.

Senator BROWN. Especially since you do not have all the trainers
you need as we referenced.

Mr. HEDDELL. The fact of the matter is that 6 weeks or even 8
weeks or even 16 weeks is not enough for anyone if you do not
have some follow-up because, as I said earlier, it takes years, not
weeks, not months but years to develop a police officer just to be
at the acceptable level.

So I presume that the reason that it went from 8 weeks to 6
weeks is to get more police officers through the training.

But once they get through the training, they need mentoring.
They need advanced training. They need follow up. There is so
much more to it than simply putting through a 6- or 8-week course.

So I do not necessarily think that whether it is 6 or 8 weeks is
right or wrong. I think what is important is that there has to be
a long term plan here for development.

Senator BROWN. So are we asking for contractors to put too much
of an influence on the quantity of trainees versus actual quality or
ethical responsibilities and professionalism? Do you think we
should maybe go to a different standard of some kind?

Mr. HEDDELL. Well, I cannot answer the question. It is probably
more for the Department of Defense or Department of State. But
it would appear to me that the way we were doing it was just not
going to work.

Senator BROWN. So saying that and referring it over, what is the
solution? How do we change from quantity to quality to get the
value for our dollars?

Mr. SEDNEY. We are currently working on addressing both and
we are very aware of the challenges that you laid out, Senator
Brown.
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To address the specific question of the 6 weeks versus 8 weeks
training, yes, we have transitioned to 6 weeks training in order to
be able to make maximum use of the police training facilities and
produce more police.

But those 6 weeks of training are better than the 8 weeks before.
There is not less contact hours. There are more contact hours in
those 6 weeks. It has gone from, we have shortened a rather long
lunch period to a shorter lunch period. The training is longer days.
One day off has now become a day of training.

S(i{ the actual contact hours over 6 weeks is greater than the 8
weeks.

Senator BROWN. Right. I am aware of that.

Mr. SEDNEY. So it is not a lesser training.

However, 1 agree with Mr. Heddell. This is not a weeks or
months long process. It is a year’s long process. The key here is not
just continued training but also modeling, and that is where the in-
tensive partnering that General McChrystal has put in in both the
army and the police is so important because in order to instill those
ethics that you talked about, the Afghan trainees, the Afghan po-
licemen have to see them in operation. They have to see that they
work.

In the past we would train people and put them out into a cor-
rupt society. No matter how well you train them, whether it was
8 weeks, 6 weeks, 16 weeks or 60 weeks, if you just stuck them
out with no mentoring and training they were going to become
more corrupt.

We have realized that. Now we are working to change that. We
also have developed and are going to be putting more emphasis on
continued and repeat training, as Mr. Heddell mentioned, because
again you have to keep bringing people back on.

Senator BROWN. I am sorry. I do not mean to interrupt. I under-
stand that. We got fully briefed as to what it is.

I guess at least in my second question, so how much is it going
to cost? I mean what is the number that the American people are
ultimately going to be responsible for next year and the year after
and the year after? What type of dollars are we talking about to
once again to come up with?

Mr. SEDNEY. I do not know the exact figure for what we have re-
quested in the supplemental. I will be happy to get that up.

Senator BROWN. Do you have a general idea if you do not have
an exact number? Do you have a general number, an approximate
number?

Mr. SEDNEY. I understand and my staff is always willing to come
up, is going to give me an exact number. I was going to say about
$6 billion.

Senator BROWN. For a year?

Mr. SEDNEY. Yes, $6 billion for this year.

Senator BROWN. Just to stand up a police force, it is going to be
$6 billion a year?

Mr. SEDNEY. The Afghan police and national army is together
about $11.6 billion in fiscal year 2011 request. That is the Afghan
National Police and army together.

Senator BROWN. So $11.6 billion is to basically uplift the police
and army in Afghanistan.
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Mr. SEDNEY. And continue to train them, pay them.

Senator BROWN. Equip them. The whole nine yards.

Mr. SEDNEY. Right.

Senator BROWN. I will save my remaining questions for follow
up. Thank you.

Senator MCCASKILL. I have several questions I want to get to so
I will try to limit my editorial comments because I know I am the
biggest offender. If you all will try to help me by keeping your an-
swers brief.

I want to make sure I get a couple of documents in the record.
The first has to do with the State Department’s ability to oversee
contractors. Without objection, if there is an objection just let me
know, I want to enter into the record the contractor past perform-
ance evaluation document that deals with the evaluation of
Blackwater in Iraq.!

This is a dollar value on a contract of $1.2 billion. This occurred
after the killing of 17 Iraqi citizens in Nisor Square. That is why
it is important to remember the time frame here, that this was
around the problems of that.

When you read this document, the question is asked, would you
recommend the contractor be used again, the answer is yes. It
states that, this is the quote that is used in reports, “incidents
cause the program officer to lose confidence in Blackwater’s credi-
bility and management but concludes that new personnel have im-
proved confidence in the contractor that, it is expected that next
past performance evaluation will be substantially improved.”

I would like to place that in the record.

Senator BROWN. No objection, Madam Chairman.

Senator MCCASKILL. The second thing I would like to place in
the record is the DCAA DynCorp audit. This audit is an audit that
came out in November of last year. As of last November, these are
some of the findings of the audit of DynCorp. Keep in mind this
is the contractor we are stuck with now. We are going to have this
contractor for the indefinite future since we are going to a full and
fair open competition which means it will likely be at least a year
from now before there would be a new contract.

These are some of the findings. Inadequate controls to ensure
contract briefs contain adequate information for the billing depart-
ment to prepare current, accurate, and complete those vouchers.
Inadequate control to verify pay rates were authorized and accu-
rate. Failure to prepare adequate budgets which may result in sig-
nificant over or understatement of proposed costs. Failure to notify
the government upon awards of subcontracts.

This is problematic from an auditing standpoint because this is
all the documentation that is necessary, all the oversight that is
necessary to make sure that they are not walking away with our
money and not performing the work.

So I want to make sure that we enter that audit into the record.2

Tell me where the $80 billion is now, Mr. Johnson, that was
found in the audit. Has it been returned?

1The contractor past performance evaluation submitted by Chairman McCaskill appears in
the Appendix on page 101.

2The information about the audit submitted by Chairman McCaskill appears in the Appendix
on page 104.
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Mr. JOHNSON. It has not been returned. The monies have been
obligated against a task order and the reconciliation is ongoing on
that task order. As soon as that is completed and we determine
how much should be returned, we will do so immediately.

Senator McCASKILL. Could you respond to that, Mr. Heddell or
Ms. Klemstine? Is it true they were obligated? I thought you found
in your audit they were unobligated.

Mr. HEDDELL. What we found, Madam Chairman, is that the De-
partment of State improperly kept $80 million that had been trans-
ferred dfrom the Department of Defense even though the funds had
expired.

The money we are talking about was used specifically, was sup-
posed to be used for Afghan National Police training. It came in
three separate appropriations and each appropriation had an esti-
mated availability period. And, as of December 2009, the Depart-
ment of State was still holding $80 million, and the availability pe-
riod for that $80 million on the first one expired, $56.8 million ex-
pired in September 2007, and $23.2 million expired in September
2008.

As of January of this year, that was our understanding.

Senator MCCASKILL. Do you disagree with that finding, Mr.
Johnson?

Mr. JOHNSON. I do not disagree that it would have expired had
it not been obligated but it has been obligated and has to be rec-
onciled against these billings so that we return the proper amount.

Senator MCCASKILL. I assume you are saying it was obligated
during the audit period or it was obligated after the audit period?

Mr. JOHNSON. It was obligated prior to the audit period. What
the Inspector General is referring to is that had it not been against
a task order which was during the period of time the money was
available to be spent, had it been fully reconciled, any monies left
over should and would have been returned to the Treasury Depart-
nﬁnt or to DOD depending on the date at which it became avail-
able.

We are doing our best efforts to complete that process so that we
return exactly the right amount.

Senator MCCASKILL. Mr. Heddell.

Mr. HEDDELL. Madam Chairman, it was obligated but the money
had expired and it was not expended. The money, as far as we
know, has never been returned to the Treasury Department.

Senator MCCASKILL. So what you are saying is the obligation
makes no difference if the time period expires and it is not ex-
pended.

Mr. HEDDELL. That is my understanding.

Senator MCCASKILL. I think that is something that I would like
to writing an answer with somebody’s signature that you all dis-
agree with that because $80 million is a lot of money.

Mr. JOHNSON. I would be pleased to provide you with that.

Senator MCCASKILL. DCAA told the Subcommittee that the State
Department did not engage them to perform real-time reviews.
Why have you not used DCAA for this type of review? And second,
in the audit it was reported that the State Department had can-
celed an audit. The contracting officer had canceled an audit. I
would like an explanation on both of these, why DCAA is not being
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used for real-time reviews and second why you would ever cancel
an audit.

Mr. JOHNSON. We are using DCAA and we are very pleased with
their assistance to us.

Senator MCCASKILL. Great.

Mr. JOHNSON. We had a point of confusion between us and them
about the request that we hade made of them. We were ongoing
and worked on a request for a transfer of funds to pay for this
audit on two other task orders and those were ongoing.

And for reasons having to do with the way that payment was
processed, one of those requests under one of those task orders was
accidentally canceled. We were unaware of that. When we became
aware of it, we began re-engaging with DCAA on that specific task
order. Those discussions are ongoing. We intend for them to come
and work for us and we intend to pay them for it.

Senator McCASKILL. OK. Since we are going to have a State De-
partment-run contract on police training in Afghanistan for the
foreseeable future, are your in-country CORs getting out in the
field as we speak? Mr. Johnson, are they conducting regular site
visits to the training sites at this point in time?

Mr. JOHNSON. They are getting out and they are conducting reg-
ular site visits. I do not think they are there yet because the num-
bers are not up to what we want them to be conducting as regular
and frequent site visits as I think we want and I think as our over-
sight colleagues would like but we fully intend to remedy that.

Senator MCCASKILL. I would certainly like, I mean we will follow
up with some of these questions. We want to be notified how many
you have on the ground every quarter and we want to know how
many site visits are going on, how many of them are regularly
scheduled and how many of them are unannounced.

The unannounced site visits are crucial in a contract like this.
That is when you find people doing things I mean I hate to bring
back bad memories of another hearing. But when you have cra-
ziness going on with the security force at an embassy which also
happened in Afghanistan, those unscheduled site visits are incred-
ibly important.

Mr. JOHNSON. In my checkered past I was a bank examiner.

Senator MCCASKILL. You know about showing up unannounced.

Mr. JOHNSON. Right.

Senator MCCASKILL. Let me turn it over to Senator Brown for a
few follow up questions.

Senator BROWN. I just want to go on that line of questioning,
Madam Chairman, and then I will go back.

On the $80 million issue we were talking about, is there an en-
forcement arm of any kind that says, hey, listen your time has ex-
pired. You have the money. You have not used it. It is time to come
back to the Treasury Department.

Is there any mechanism that you have because I have to be hon-
est with you, it seems like it is political doublespeak in terms of
you know the money has not been used. It was back in 2007 and
2008. We are in 2010. And then you say, well, it was not allocated
before the audit. Well, if not, then when was it allocated because
it is 2010, and the time expired. Was there an amendment of some
sort that went into effect? Is there an agreement with the appro-
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priate authorities to extend it out to another period of time to give
you the authority to continue to retain that?

Mr. JOHNSON. If I poorly communicated, I am sorry. My under-
standing is the monies were obligated against an ongoing activity.
As soon as all the reconciliation of the billings which took place
during that time period, not billings which will take place later——

Senator BROWN. It has been what? Three years now. When does
the reconciliation take place?

Mr. JOHNSON. It is ongoing. We are running at about a 2-year
delay from conclusion of the task order.

Senator BROWN. That is 2009, if we were in 2007. So it is longer
than that obviously. We are in 3 years now, right?

Mr. JOHNSON. I am not certain but I will work that time line for
you, yes, Sir.

Senator BROWN. I guess what I am trying to say is you know I
am a firm believer in contracts and dates. As it is the rule of law,
we have a date. We perform. We fulfill. If we do not, it goes back.

There seems to be a slippery slope here that we are going down
in that you know we allocate money, taxpayer money, hard-earned
taxpayer money for certain purposes. It does not get used. It should
go back to be re-allocated, to be reused.

We could use it right now for unemployment insurance to find
another way to pay for that. I am hopeful, Madam Chairman, that
we can get a reasonable answer, like why was not the reconcili-
ation done right away, when are we going to have it done, and
when if at all and how much money is actually going to be actually
returned?

I would also like to have that in writing for us to review.

Do you have the ability, sir, to delegate the site visit responsibil-
ities to the military or any other entity to assist you until you get
up to speed, because I hear you? I understand. I was there. I get
it now. I see how big it is.

But if you are not up to speed and you cannot account, we are
giving billions of dollars to people, is there anything that I can do,
make a recommendation to the President or to the Majority Leader,
anybody who is dealing with this issue to give you the tools and
resources you need to either delegate or get this job done quicker
and more efficiently?

Mr. JOHNSON. In terms of some issues, for example, inventories,
we have worked with the military to assist us in those. I think
though that there is no substitute to have contracting office rep-
resentatives who know the contract, who are trained to do this type
of work there on the ground and getting out to do those things.
That is the aim that we have.

One of my kind colleagues pointed out to me that the monies
that were appropriated for fiscal year 2007, could have been ex-
pended on things through September 2009. So we have a little
while where we need to make sure we paid all our bills before we
give the money back.

Senator BROWN. OK. I would appreciate that in writing.

Madam Chairman, I forgot and I am wondering if you will accept
my modified opening statements for the record, if possible.

Senator MCCASKILL. Your opening statement will be made part
of the record.
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Do you have anything else?

Senator BROWN. I do but I will allow you to get back to your line.

Senator MCCASKILL. That is OK. Why do you not finish up be-
cause I only have one or two more questions? See if there is any-
thing else you want to cover.

Senator BROWN. Just some general questions. As you know, the
Afghan culture is largely tribal and locally based. I wrestled with
this when I was there when I was getting back.

Does it make sense to have a national police force that basically
the tribal leaders do not recognize, they do not know. Some of the
individual citizens do not even recognize the uniforms. Does it
make sense to have a one-size-fits-all strategy in Afghanistan?

Mr. SEDNEY. The kind of security force that we should have in
Afghanistan is one that has been discussed and the question that
you raise is an excellent one, Senator Brown, and there are people
who have felt very strongly for all sides of a question that has
many answers.

There are certainly areas of Afghanistan where a national police
force, a uniformed police force, large cities. Kabul has well in ex-
cess of 4 million people there now. For example other major cities.

In some of the rural areas, Afghan justice is very much in the
hands of traditional justice systems.

One of the problems however is that over the years, especially as
the result of the occupation by the Soviets during the civil war a
lot of those traditional structures have either been destroyed or
been seized by small, powerful, maligned actors who pervert the
local systems so that they do not work effectively.

So there are a number of activities that are going on looking at
restoring those local activities in a way that is acceptable to the
broad expanse of people while at the same time building national
police in areas where they are most able to be effective.

The latest polling I saw on that was of rural people in eastern
Afghanistan where 38 percent of the people said they preferred
local gurkhas to national police. Fifty percent of the people said
they preferred national police to local gurkhas.

So you have a fairly significant split but the people thought very
strongly on both ways.

It is a country in transition, and we are working on all those
areas. But I would say that in terms of the kind of order that is
required in the midst of an insurgency, the police have played, con-
tinue to play a very important role.

In many ways, the acceptability of the police depends upon their
performance. You and Senator Kaufman just mentioned the areas
where there have been problems of the performance of the police.

Minister Atmar has developed a program called the personal
asset inventory that is designed to combat corruption. He believes
that the increased prosecution of corrupt police through efforts by
the major crimes task force we put in place are already having sig-
nificant improvements in that area.

We support Minister Atmar in those efforts and look forward to
continued qualitative improvements in the police force.

Senator BROWN. I have a whole host of questions but in the in-
terest of time I will narrow it down to the top three at this point.
They are not too difficult. Is that OK?
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Senator MCCASKILL. Absolutely. We will take as many questions
as you have for the record and we will keep that open for a week
so that any additional questions we did not get to today because
I have the same problem.

Senator BROWN. Thank you.

Senator MCCASKILL. If we stayed here with all my questions, it
would not be good.

Senator BROWN. Would you like to go?

Senator MCCASKILL. No. Go ahead. You finish up.

Senator BROWN. Thank you.

I found it fascinating and so did our team. 500 meters from our
forward operating base there are poppy fields all over the place. I
know the reasons why. I get it.

But is there, and I guess it would be directed to either one of
you. Is there a plan? Are we going to eradicate? Are we going to
allow it? Are we going to transition? Are we going to give them
time lines? Listen, we know you are doing it, we know why you are
doing it. But listen you only have another year to do it and then
we are going to transition you into a different crop. And if you do
not, then we are going to just eradicate it, because I have to be
honest with you, seeing all those poppies—flying in those choppers
for 3 days everywhere we went—in full bloom, I just thought about
how that transitions into lives in our country and young people and
others using drugs.

Any thoughts?

Mr. JOHNSON. You are correct in that we have had a rather ex-
pensive and not very effective eradication program in the past
where we attempted to provide the ability of the central govern-
ment to have the eradication capability.

Seeing the expense involved and the relative inefficiency, prac-
tically in the areas where you were where poppy growing is indeed
an agribusiness, Ambassador Holbrook has determined that we
should focus instead on seeking an alternative livelihood-based ap-
proach where we find more and more opportunities for these indi-
viduals to grow a legitimate crop.

I think that program is just barely getting underway. It could
have significant impact over the course of the next year or two.

Outside of the area where you were the area of Afghanistan is
largely poppy free. In Helmand and in Kandahar, it is a basic busi-
ness though.

The other issue is we are focusing much more clearly on an inter-
diction effort. The Drug Enforcement Administration’s deployment
in Afghanistan is the largest on the planet. It is working very hard
in concert with the capabilities that we are helping to develop, my
colleagues and I, of the Afghans to have their own counter nar-
cotics police.

Those have been quite effective over the course of the last several
months. The seizures are up. But this very much remains a work
in progress.

Senator BROWN. Well, it is interesting. The seizures are up but
then the growing is up too in certain regions.

Getting back to policy a little bit I have two more short ques-
tions. How many companies are currently capable of providing po-
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lice services such as the ones in the contract? Who are they and
do they have a fair opportunity to compete for the business?

And then how would re-bidding for the contract of Afghan police
forces impact America’s ability to win and perform our mission the
next couple of months, and years, I should say?

Mr. JOHNSON. The current indefinite quantity, indefinite delivery
contract that we work under for the civilian police program in the
State Department has three participants.

DynCorp is one, Pacific Architects and Engineers is the second
one, now a division of Lockheed Martin, and the third is Civilian
Police International, that I think is a division of L-3.

We have, just this week, put on the street a request for proposals
that we hope will provide us a much broader number of companies
who are willing and able to provide this service. We anticipate the
program will close in terms of the bids being due I believe in June
and we will have a period of time in the summer to evaluate.

It is my goal, and I have been working on this for some time, to
broaden that contractor base because I think there are more com-
panies and more opportunities out there than we have had in the
past.

Senator BROWN. Thank you, Madam Chairman. I will defer to
you.

Senator MCCASKILL. Thank you, Senator Brown.

Mr. Heddell and Ms. Klemstine, do you think that the State De-
partment has added enough in-country contracting representatives
with the acronym of ICOR, do you think they have added enough
to provide adequate oversight to this contract?

Mr. HEDDELL. Madam Chairman, what I know from January of
this year I would say no. Unless something has occurred in the last
30 days, I am not aware of it. But I would say no.

Senator MCCASKILL. Ms. Klemstine.

Ms. KLEMSTINE. I would reiterate that answer being no. How-
ever, I do think that there are plans in place to increase the num-
ber. I think if they get up to that number they will probably be in
pretty good shape at that point.

Senator MCCASKILL. What is that number?

Ms. KLEMSTINE. I believe it is 33.

Senator MCCASKILL. In-country?

Ms. KLEMSTINE. Yes.

Senator MCCASKILL. Is that correct, Mr. Johnson?

Mr. JOHNSON. There are not 33 presently in-country. There are
seven currently in-country. Our aim by September is to get to 22.

Senator MCCASKILL. Is 22 enough, Ms. Klemstine?

Ms. KLEMSTINE. I would have to go back and re-evaluate that.
I do not know that off the top of my head.

Senator MCCASKILL. I think if you are working toward 22, as
soon as we could possibly get the input of your agency that did the
audit whether or not you think that is an adequate number. I
would hate for us to have a goal of 22 and get there and still know
we do not have enough to adequately keep track of what is hap-
pening with this contract.

It is my understanding the people you are hiring to do this are
in fact contractors?
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Mr. JOHNSON. Madam Chairman, the individuals who have tradi-
tionally done this are what are known as personal services contrac-
tors.

I know I could read you from the FAR what that means and how
it is virtually the same as an employee but I also know that it
would not answer the mail for you.

We are in the process of using an opportunity we have under the
law of so called 3,161 employees. We plan to convert as many of
these individuals as possible to that employment status so that
they will be direct employees of U.S. Government.

I have the opportunity in Afghanistan but I do not have it glob-
ally. I will be looking for other ways to provide direct employees
who are performing this service because I recognize the demand
that you made that we have them not just be the functional equiva-
lent of direct employees but actually be so.

Senator MCCASKILL. Mr. Sedney, if you all take it back, does
that mean you have the CORs ready and available to oversee this
contract?

I have spent an awful lot of time talking to people in uniform
about contracting representatives over the last 3 years. Would it be
your plan to try to utilize the individual personal service contracts
that the State Department is going to execute over the next 6
month to oversee this contract?

How do you envision the contract oversight working if you all in
fact enter into a contract as opposed to the State Department?

Mr. SEDNEY. In terms of the complete and open competition that
we are looking for, the numbers of contracting representatives will
be part of that process. We are in the process of determining what
that will be now.

In terms of what the contracting officer representatives that Mr.
Johnson was talking about having in place, our people out in the
field have helped to contribute to the request for additional con-
tracting office representatives.

In terms of one of the requests that we are making of the De-
partment of State if we were to extend the current contractor with
DynCorp beyond that time, additional contracting office representa-
tives are one of the areas that we have agreed is important and
would like to see move forward.

I do not have the figures on the exact numbers that we think
would be necessary and we can get back to you on that.

Senator MCCASKILL. I think it is really essential. I will be
shocked. It will be like winning the lottery if we end up with any-
body other than DynCorp through the time period in which the
President has indicated that we are going to have this increased
presence.

In that case, if there is by a chance to transition, it will be ter-
ribly counterproductive if you have CORs in-country that are there
and have made the commitment to be there for all of a sudden then
get pulled back because now we have switched again.

It would be unconscionable to switch contractors and not have a
CORs force ready to go to oversee that contract because we could
go a year without anybody in-country essentially like we have had
on this contract.
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For parts of the time there has been really almost nobody home.
So we have to make sure that happens and I am going to depend
on the two of you to communicate and figure out how to work that
out. And if you need help above you, you need to speak up if there
is going to be an issue because I do not want the contracting rep-
resentative COR to go down anytime while we are making this
kind of financial commitment for police training in Afghanistan.

The last thing I wanted to cover on this subject matter is that
the GDP of Afghanistan is about $13 billion a year. Sustaining
what we are building, it is $11 billion in the supplemental for the
army and the police, sustaining it, not building it but sustaining
is $6 billion a year.

I think it is pretty obvious that Afghanistan is not going to be
able to afford to sustain what we are building for them. They can-
not take over half of their GDP just to do local police and military.

So that means the American people have probably made some
kind of multi-billion-dollar commitment for many years forward.
Certainly not at the level that we are this year and next year but
certainly billions of dollars which means we are going to need con-
tractors over there for many years.

I just want to make sure that we get a sense of urgency about
getting it right as quickly as possible because this has gone on way
too long, way too long.

I want to ask a favor before we close the hearing. We will have
questions for the record for all of you. I want to as always thank
the auditors, the Inspector General’s offices, for your great work.
It is brave. Your people went in-country and the services of the au-
diting community are not valued enough in our government and I
hope you all know the deep respect for that work.

I also want to thank both of you. This was not an easy hearing.
But this is hard stuff. It is a hard thing we are trying to do and
the contracting in this area has certainly not been anything that
any of us should be proud of.

We are going to have a hearing, Mr. Johnson, in a few months
on the contracting for counter narcotics in South America.

We gave plenty of notice for documents. We have had difficulty
getting documents out of the State Department. We were able to
do this hearing without a lot of the documents we requested from
the State Department.

But it will be impossible for us to have the oversight hearing
that we need to have on these contracts in South America without
the cooperation of the State Department giving us the documents.

So I would like to implore on the record today that you spend
some time—I think this is under your silo at the State Depart-
ment—if you would work to help us get the documents we need for
that important hearing.

I do not think we have ever had an oversight hearing on the ex-
pensive contracts that we issue on counter narcotics in South
America and I would like it to be a full and complete hearing and
it will not be without your cooperation.

Mr. JOHNSON. Thank you, Madam Chairman. We have gathered
the documents. They are going through the clearance process now.
I will endeavor to push that as quickly as we can.

Senator MCCASKILL. That would be terrific.
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I want to thank everyone for being here. I especially want to
thank Senator Brown for his participation.

This hearing is adjourned.

[Whereupon, at 4:39 p.m., the Subcommittee was adjourned.]
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APPENDIX

HEARING ON CONTRACTS FOR AFGHAN NATIONAL
POLICE TRAINING
April 15,2010

Claire McCaskill Opening Statement

Today is the Subcommittee’s third hearing on contracting in Afghanistan. We will focus on the
Afghan National Police.

This hearing was originally scheduled for just over two weeks ago. On the day of the hearing,
one of my Republican colleagues used a procedural mechanism to prevent us from holding the
hearing. This partisan action succeeded only in postponing oversight of one of the most
important elements of our strategy in Afghanistan.

The importance of our hearing today is all the more heightened by its delay. So let us begin.

The United States has been training the Afghan police since 2004. To date, the United States has
spent more than $6.2 billion on training and equipping the Afghan police.

More than $1.2 billion has been spent under just two task orders awarded to DynCorp under the
State Department’s massive CIVPOL contract for worldwide police training. And from the
beginning, this contract has been plagued by mismanagement and abuse.

From 2005 on, GAO and agency inspectors general have identified the same problems over and
over again. There hasn’t been a plan for when, how, or how much it will cost to train and equip
the police. There hasn’t been adequate contract oversight. And the police force faces a host of
challenges, from low literacy rates to drug abuse among recruits to endemic corruption.

Today, we will hear from the Inspectors General for the Defense Department and State
Department, who issued a report in February about the management and oversight of the
DynCorp contracts. They found that the State Department can’t account for hundreds of millions
of dollars that was spent to train and equip the police and that they failed to conduct proper
oversight.

The Inspectors General concluded that the DynCorp contract doesn’t meet the Defense
Department’s needs in developing the Afghan police to provide security in Afghanistan.

In other words, what the government has been doing for the past six years is fundamentally
flawed. We’ve spent billions of taxpayer dollars to enrich DynCorp while not actually achieving
the goal of a trained, capable police force.

Last summer, the State and Defense Departments decided to make a change and transfer the
management of the contracts to the Defense Department. Unfortunately, the Defense
Department then decided to use an umbrella contract administered by an obscure office of the
Army Space and Missile Defense Command, the Counter-Narcoterrorism Technology Program
Office (called “CNTPO), to award new contracts for police training.

(41)
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Last year, President Obama told federal agencies to improve transparency and competition in
government contracting. At the Subcommittee’s hearing in October, Chief Performance Office
Jeffrey Zients told the Subcommittee about new federal guidelines to help agencies choose the
best contracting vehicle to maximize competition.

Instead of allowing all the qualified bidders to compete, however, the Defense Department chose
to effectively dole out a monopoly contract to Blackwater, the only company on the CNTPO
vehicle with any experience in police training.

On March 15, GAO issued a decision sustaining DynCorp’s protest of the Defense Department
decision to use this CNTPO contract vehicle. GAO told the Defense Department it had one of
two options: compete the contract or find another (legal) way to avoid competition.

Meanwhile, we are faced with a police training contract marked by five years of government
audits that detail a host of uncorrected problems. The State Department finally claims to be
taking some steps to increase its oversight of the contract. Instead of using government
employees, however, the State Department is hiring contractors to oversee the contracts. [ am
not impressed.

Lack of oversight, poor contract management, avoiding competition, and using contractors to
oversee contractors aren’t new. These are the same problems that we know had a devastating
impact on our efforts in Iraq.

Today we must seek answer to why the same problems are happening in Afghanistan.

On the eve of the original date scheduled for this hearing, Newsweek published an in depth story
about the failures of the Afghan police training program. The article paints a picture of an
Afghan police force that is woefully incompetent, corrupt, and mistrusted by the Afghan people.

These accounts are an indictment of the State and Defense Department’s management of the
program. According to General Caldwell, who is now the top U.S. official in charge of police
training, the United States hasn’t been doing any police training for the last eight years. “All we
did was give them a uniform.”

Here is the bottom line: the U.S. government has spent more than 8 years and $6 billion to train
the Afghan police. But today, the Afghan National Police are nowhere close to being able to
carry out their mission. The government cannot even account for hundreds of millions of dollars
spent under these contracts. And I am simply staggered by the waste of time and money.

I welcome the State and Defense Department Inspectors General, who will discuss their
continuing work on the police training contracts in Afghanistan. 1 also welcome the officials
from the State and Defense Departments, who will help us understand the full story.

I would also like to take this opportunity to apologize to all of our witnesses for the
inconvenience of rescheduling today’s hearing. I particularly apologize to Inspector General
Geisel of the State Department, who was no longer able to join us, and welcome Ms. Klemstine,
who will be appearing in his place.

I'would also like to welcome the new Ranking Member of the Subcommittee, Senator Scott
Brown, who will bring a fresh and independent perspective to our ongoing oversight. I look
forward to working closely with him in the future.
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April 15,2010
Subcommittee on Contracting Oversight
U.S. Senate Homeland Security & Governmental Affairs Committee
Senator Scott Brown

“Contracts for National Afghan National Police Training”

It is an honor to be here with Chairman McCaskill at my first hearing as Ranking
Member of the Subcommittee. Contracting has become a major part of the federal government in
areas stretching from counterterrorism to health care. Sometimes this is for the better, and
sometimes not. Madam Chairman, you have been diligent in exploring issues in this
subcommittee that go to the core of how our government conducts business. I look forward to
tackling these complex issues, asking the tough questions, and saving taxpayer dollars.

After just returning from a Congressional Delegation mission to Afghanistan and
Pakistan, I can think of no more important issue than the one we are addressing today. Being on
the ground and seeing the situation showed the incredible importance of our efforts in a region
that lies at the intersection of terrorism, radical Islam and nuclear proliferation. Obviously, the
highlight of any trip like this is seeing our young American service members in action. Under
General McChyrstal’s leadership, they are performing magnificently and it was a privilege to
meet many from my home state. I want to see them succeed so that we can defend our citizens
from threats emerging in the areas that spawned 9/11. Success will also mean more of our troops
can come home as we can hand off key missions to the Afghan people. However no‘ne of these
goals can be achieved in the long run without a strong, capable Afghan National Police force that

is able to operate independently of coalition forces.
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Yet our efforts so far have been called a “scandal” and a “disaster” by a recent front page
story in Newsweek. The State Department’s top Ambassador for Afghanistan and Pakistan
called the Afghan police “an inadequate organization, riddled with corruption.” After spending
$6 billion dollars the American people deserve to know what went wrong. Even more
importantly, our troops deserve for us to get this right so that their incredible efforts are not
undermined by a failure of the Afghan police to hold hard-earned gains.

As a young enlisted man, | learned very early on that mission drives operations. In
government contracts, the statement of work must provide this clear, coherent vision of the
mission and informs agencies when they determine which companies can best provide the
service or product that is needed in the field.

Yet U.S. efforts to train Afghan police have lacked a clear, coherent strategic vision.
Some of this is due to changing conditions in the field, such as providing more of a
counterinsurgency focus when the Afghan police suffered disproportionate casualties at the
hands of insurgents. The State Department and Department of Defense’s reaction to those
changing conditions, however, were too often ad hoc and incomplete. GAO and the Defense and
State Department Inspectors General reports cite a range of poor confracting practices by both
agencies.

The audit report released by the State and Defense inspectors general casts a bright light
on State’s poor management of its “CIVPOL” contract; the contract used to train the Afghan
police. The report also cited an almost complete lack of contracting personnel in Afghanistan to
administer the program, which led to limited front-line oversight and delayed critical

modifications to the contract that were requested by the Department of Defense.
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These contract management deficiencies appear to be a persistent problem for the State
Department. On January 25th of this year, the Special Inspector General for Irag Reconstruction
(SIGIR) noted that there were similar, widespread deficiencies in the $2.5 billion police contract
in Irag. In an audit by Special Inspector General for Afghanistan Reconstruction (SIGAR) it was
determined that a $404 million contract to provide training and training support for the Afghan
National Security Forces had only one contracting officer’s technical representative in
Afghanistan to provide contract oversight, who had limited contracting experience and training,
and was unable to make field visits to monitor contractor performance.

In the past year, the Department of Defense has tried to move the task orders of the police
training to its own contract. Unfortunately, this solution bypasses the free and open competitive
process required from a new contract. Instead, they tried to roll $1 billion of task orders into an
existing contract for counternarcotics that had a limited and pre-established pool of contractors.
In the GAO decision on a bid protest that preempted this action by the Department of Defense, it
was said that even contemplating the justification for moving the training work to their
counternarcotics contract would: “eviscerate the requirements of the Competition in Contracting
Act.”

The excuse that has been given for even attempting these contracting acrobatics is that it
was “expeditious” and would avoid the twelve month process of creating a new contract. The
Army has been the lead since 2006, so I am curious why they found themselves in a situation
where an expedited contracting process was necessary. Again, I suspect a lack of strategic vision

was the underlying cause.
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I realize that this is a war and that war is dynamic. There will always be administrative
deficiencies and changing priorities on the ground. In this case, however, the contract
management has fallen short on a mission so critical that we cannot accept the status quo.

After almost 30 years in the National Guard, I immediately recognize the importance of
this training initiative. Success in Afghanistan is currently defined as creating a stable society
which honors the rule of law, rather than the strong arm of the Taliban. Without a professional
force that safeguards the rights and property of the Afghan people, there is little hope of
establishing more advanced goals of economic development, education, public health, and
ultimately, a country that is no longer a “failed state” and a safe haven for terrorists.

We must get some clear, direct answers about the underlying problems in this program so
we can then start to address some of the higher-order questions that still need to be resolved such
as:

e After $6 billion in spending over almost a decade—what went wrong and where did the
money go? Who should be held accountable?

» For America’s troops and civilians serving in Afghanistan—how do we fix this critical
mission? What resources, oversight, or new capabilities are need to make the police
training mission succeed? How do we ensure that the Afghan police are integrated into a
broader strategies—such as counterinsurgency and building the rule of law--so that we
can prevent the return of terrorist safehavens and allow the Afghan police to take over
from our soldiers?

¢ What contracting or other reforms are needed so that American can respond to future
challenges without the risk of waste, fraud, abuse or overall failure to achieve vital

national security missions?
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We are all aware of the vocabulary of Washington oversight, and I do not think they need
to be recycled here. We need to take a fresh look and explore some simple truths about
where the departments have fallen short, and how we can avoid those mistakes again going
forward. Iam confident that this panel is up to that task and I appreciate your efforts in

bringing these issues to light.
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Chairman McCaskill, Ranking Member Brown, and distinguished members of this
subcommittee, thank you for the opportunity to appear before you this afternoon to discuss our
oversight of the joint effort between the Department of Defense and Department of State for
police training in Afghanistan.’ Specifically, I will discuss our concerns regarding the
management and oversight of the Department of State’s Civilian Police (CIVPOL) Program
contract in support of the Combined Security Transition Command-Afghanistan (CSTC-A). In
addition, I will discuss challenges created by joint administration and responsibility of this
contract. Finally, I will describe actions that CSTC-A planned to undertake once the contract has
migrated to Department of Defense (DoD), which, if properly implemented, should address our

concerns.

I want to emphasize that the DoD Office of the Inspector General (DoD IG) recognizes that the
training of the Afghan National Police (ANP) is a key part of the U.S. strategy for Afghanistan.
It is critical that training of the ANP and oversight of the training program be carried out in an
effective manner with transparency, accountability and measurable results to show what has been

accomplished.

BACKGROUND

At the request of Chairman Inouye and Vice Chairman Cochran of the Senate Committee on
Appropriations, Subcommittee on Defense, my staff in collaboration with the Inspector General
of the Department of State, conducted an audit from June 2009, through January 2010, of the
status of Afghanistan Security Forces funds the DoD provided to the Department of State (DOS)
for the training of the ANP. The Senators requested we review contract documents and invoices
to ensure they complied with Federal regulations and to determine if the contract met the needs
of the DoD. The Senators also requested we review contractor invoices to determine whether the

claimed costs were allowable, allocable, and reasonable.

' “pOD Obligations and Expenditures of Funds Provided to the Department of State for the Training and
Mentoring of the Afghan National Police,” DOSIG Report No. MERO-A-10-06, DODIG Report No. D-2010-042,
February 9, 2010
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To address the Senators’ request, we reviewed the contract, task orders, statements of work, and
related modifications to ensure they complied with Federal regulations and met the needs of the
DoD. We visited the DOS Bureau of International Narcotics and Law Enforcement Affairs
(INL) in Washington, D.C., the U.S. Embassy in Kabul, Combined Security Transition
Command — Afghanistan (CSTC-A) Headquarters at Camp Eggers, six of the nine ANP training
centers in Afghanistan, and DynCorp facilities in the U.S. and Afghanistan. At INL’s offices, we
met with contract management and financial management staff to determine whether they
adequately managed and oversaw the contract and whether they effectively managed ASF funds
provided by DoD. In Afghanistan, we met with CSTC-A police development staff and DynCorp
staff to determine the effectiveness of the ANP training program. At the U.S. Embassy in Kabul,

we met with INL contract oversight staff to evaluate their contract oversight procedures.

PRIOR INSPECTION AND ASSESSMENT REPORTS

In order to better understand the context in which we conducted the 2010 joint audit, it is worth
noting that the DoD IG previously conducted oversight projects and provided similar
recommendations relating to the ANP and the INL. On November 14, 20086, this office issued a
joint report with the DOS OIG, “Interagency Assessment of Afghanistan Police Training and
Readiness” (Report No. IE-2007-001). At that time, our offices jointly noted that readiness
requirements for the ANP had already expanded beyond the scope of the training that was being
provided. The assessment characterized the ANP readiness as being “far from adequate™ and
recommendations were made to CSTC-A and DOS for enhancements to the management and
execution of the training program. Of particular note, the assessment contained a
recommendation that INL assign a qualified contracting officer’s representative (COR) on a
permanent basis to Embassy Kabul to improve program management of the police training
contract in support of CSTC-A. As outlined further below, the concern about the adequacy of
INL staffing for oversight and contract management raised in our 2006 report is also a key

finding of our January 2010 report.

On September 30, 2009, the DoD IG, Office of Special Plans and Operations, issued its findings
relating to another DoD IG assessment involving the ANP, “Report on the Assessment of U.S.

and Coalition Plans to Train, Equip, and Field the Afghan National Security Forces” (Report No.

2
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SPO-2009-007). In identifying key “Areas of Concern,” the report noted that there was a lack of
appropriate oversight support for contract administration. Specifically, the report stated that
there was an insufficient number of experienced and trained contracting officer and CORs in-
country to provide appropriate contract oversight. The report also noted that there was an
insufficient number of Defense Contract Management Agency personnel directly supporting

CSTC-A to monitor performance on contracts.

The report examined other matters regarding the ANP instruction program itself, which at the
time called for eight weeks of instruction — now reportedly being reduced to six weeks of
instruction in order to more quickly achieve goals of increasing the overall size of the ANP. Our
report found that the eight week instruction course was deficient in the area of civil policing and
rule of law instruction. With regard to overall size and capability of the ANP, our report noted
that the number of ANP personnel authorized at that time did not enable it to accomplish the

broad scope of both the counterinsurgency and community policing challenges.

ANP TRAINING CONTRACTS

The training and mentoring of the ANP is currently provided under the DOS CIVPOL contract
with DynCorp International. This is an indefinite delivery/indefinite quantity contract managed
by INL with several task orders, two of which specifically provided support for the training and
mentoring of the ANP. At the time of our audit, the total value of the CIVPOL contract was
$1.36 billion, with the two ANP task orders making up $1.27 billion of this amount. Since 2006,
DoD has transferred $1.04 billion of the funds appropriated for the Afghanistan Security Forces
to INL to support the ANP training program, and in January 2010, DOS reported that they had
expended $780.3 million of these funds. The first of the ANP training task orders expired in

October 2009, while the second has been extended until a new contract is issued.

Under the CIVPOL contract, DoD did not have the contractual authority to direct the contractor.
This negatively impacted the U.S. Government’s ability to effectively train the ANP to address
the changing security environment. In addition, the inadequate contract oversight and financial

management by DOS presented significant challenges.
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Challenges with the DOS ANP Training Contract. The DOS CIVPOL contract did
not meet DoD’s needs in developing the ANP to provide security in countering the growing
insurgency in Afghanistan because the contract did not allow DoD to make rapid changes in
ANP training as the security situation in Afghanistan changed. In 2006, the security situation in
Afghanistan was more suitable for a civilian police force whose mission was to enforce laws.
This contributed to DoD’s decision to use the existing CIVPOL contract to train, mentor, and
equip clements of the Afghanistan Ministry of Interior, which include the ANP. Since that time,
the security situation in Afghanistan has changed significantly as the insurgency has grown. The
current CIVPOL contract no longer meets DoD’s needs in developing the ANP to provide

security in countering the insurgency in Afghanistan.

ANP average monthly death rates have steadily increased in the last 4 years, from 24 in 2006 to
123 in 2009. As the insurgency threats escalated, the need for additional ANP personnel with
enhanced combat skills increased. To address this, the ANP needed increased training capacity,
changes to the training curriculum, and more police mentor teams to develop the new ANP
forces. Because of these increases in violence and the rising death rates among ANP, CSTC-A
leadership stated that the focus of ANP training should have included more counterinsurgency
and tactical skills training, which more resemble military training than civilian police force

training.

In March 2009, the President announced a comprehensive new strategy for Afghanistan, which
included an emphasis on training and increasing the size of Afghan security forces. According to
CSTC-A senior officials, to effectively train and mentor the new ANP members, DoD needed the
authority to direct the contractor to construct new training facilities to accommodate the
increases in ANP forces, develop a new security-focused curriculum, and mentor ANP members
in combat tactics. The Chief of Mission stated that despite excellent coordination between the
U.S. Embassy and CSTC-A, the lack of a single, unified chain of command has sometimes
created confusion and unnecessary delays in enhancing the program. Under the current CIVPOL
contract, DoD must coordinate any changes through INL, which delays implementation and
hampers the ability of DoD and the ANP to quickly respond to the rapidly changing security
environment. For example, the current MOA between DOS and DoD states that DoD must

provide updated training requirements 120 days in advance; however, according to INL
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personnel, on average, it took 6 months to fulfill these requirements. CSTC-A officials stated
they believe new program requirements can be implemented faster if DoD has contractual
authority and is not required to coordinate program changes through another agency. Efficiency

is necessary in order to rapidly respond to the changing Afghanistan security environment,

Planned DoD ANP Training Centract. In August 2009, DOS and DoD jointly
proposed DoD assume responsibility for the basic ANP training and field mentoring and INL ‘
retain responsibility for advanced ANP training. DoD and DOS officials told us the training
CSTC-A will provide under this proposal is designed to meet the current threat in Afghanistan.
As such, the training will focus on survivability and tactical maneuvering in order to better
prepare ANP to defend themselves and Afghan civilians against insurgent threats. The INL will

continue training the ANP in traditional community policing methods.

In response to our draft audit report, the CSTC-A Deputy Commanding General provided a
detailed description of the requirements for the ANP training program. The Deputy
Commanding General also included the goals to simultaneously: reform and expand the ANP;
provide resources to train and reform the police; increase recruiting, improve retention, and
reduce attrition; and improve leadership and dismiss corrupt police officials. If properly
executed, these efforts by CSTC-A should improve the ability of the ANP to address the growing
insurgency and the planned growth to 134,000.

DoD planned to award a new task order for ANP training through a multiple-award schedule
contract through the DoD Counter Narcoterrorism Technology Program Office, a component of
the Army Space and Missile Defense Command. On March 15, 2010, the Government
Accountability Office (GAO) sustained a pre-award protest of this action filed by DynCorp
International. GAO recommended the Army cancel the task order requests for proposals and
either conduct a full and open competition for these services, or prepare the appropriate
Justification required by the Competition in Contracting Act of 1984 to limit the competition. As
part of contingency planning in case GAO sustained the DynCorp protest, INL and CSTC-A
proposed several adjustments to the existing ANP training program to minimize disruption of
training activities. These included adjusting the curriculum to focus more on counter-insurgency

operations and combat survival skills, modifying the role of trainers, phasing in more U.S.
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government and international trainers, and moving the contracting authority from Washington,
DC to Kabul.

We should not immediately assume transferring the contract to DoD resolves the contract
management and oversight challenges in the DOS ANP training effort. As we reported last year,
the DoD Counter Narcoterrorism Technology Program Office has many of the same systemic
weaknesses we identified in the DOS ANP training effort.” Later this fiscal year, we plan to
start an audit of the ANP contract transitioned to DoD. We plan to review whether DoD officials
are managing and administering the contract in accordance with Federal and DoD policies. The
audit is needed because of the critical importance of the ANP to the U.S. exit strategy in
Afghanistan.

CHALLENGES IN CONTRACT MANAGEMENT

We identified several challenges in the DOS management and oversight of the ANP training
contract. The challenges included insufficient number of oversight personnel; inadequate quality
assurance; inadequate accountability of government furnished property; inadequate contract
files; inadequate invoice reviews; inadequate information to support billing and payments; and
the lack of DCAA support. .

Insufficient Contracting Officer Representatives. DOS did not assign enough contract
oversight personnel to the ANP task orders. Although the two ANP task orders were valued at
over $1.2 billion and DynCorp provided goods and services throughout Afghanistan, no full-time
COR staff were assigned to oversee DynCorp’s performance of the ANP task orders. The DOS
assigned eight CORs to oversee task orders that included poppy eradication, drug interdiction,
Justice Sector support, and Correction Sector support, and ANP training. Only three of the
CORs were stationed in Afghanistan at the time of our fieldwork for the audit.

According to the three CORs stationed in Afghanistan, they did not have enough staff to

sufficiently monitor contractor performance. These three CORs stated that due to the number of

? “Contracts Supporting the DoD Counter Narcoterrorism Technology Program Office,” Report No. D-2009-108,
September 25, 2009
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task orders under their purview, they spent only approximately 20 percent of their time on the
two ANP training task orders, and most of that time was spent reviewing contractor purchase
order requests and receipt of items in excess of $3,000. The CORs stated that they did not have
time to perform other required tasks, such as quality assurance and overseeing Government-

furnished property.

In response to our report, the Deputy Commanding General for CSTC-A stated that, based on the
lessons learned from the previous contracting strategy, 184 contracting staff will be assigned to
oversee the contract, and a COR, along with 20 quality assurance personnel, will be stationed in

Afghanistan, In addition, an O-6 military officer will be assigned to each ANP training center.

Inadequate Quality Assurance. DOS contracting and INL program officials did not
develop a Quality Assurance Surveillance Plan for one of the ANP training task orders, and did
not update the Quality Assurance Surveillance Plan for the other task order, to include
requirements established in 10 Statements of Work issued after the surveillance plan was
implemented, as required by Federal Acquisition Regulation Subpart 46.4, “Government
Contract Quality Assurance.” As a result, contract surveillance may not be conducted
consistently among a rotational staff of CORs in Afghanistan. A Quality Assurance Surveillance
Plan is an important control technique for contractor oversight. It describes the procedures the
Government will use to ensure the contractor’s performance meets the Statement of Work
requirements. The Federal Acquisition Regulation states a Quality Assurance Surveillance Plan
should be developed in conjunction with the performance work statement and should include a
description of all work requiring surveillance, location of inspections, and the method for

accepting the goods or services.

In response to our report, the Deputy Commanding General for CSTC-A stated that CSTC-A and
the Counter Narcoterrorism Technology Program Office developed contractor performance
standards with input from the contract bidders. He added these standards include measures of
performance and effectiveness and will be incorporated into the Quality Assurance Surveillance
Plan.

Inadequate Accountability for Government Furnished Property. There were

inadequate controls over Government-furnished property under this contract. DynCorp procured

7
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millions of dollars of property under the two ANP training task orders. Neither DOS nor
DynCorp maintained an accurate inventory list of property paid for by the U.S. Government.

We could only verify 27.6 percent (34 out of 123 items) of the property that we randomly
sampled to review at three of the ANP training centers we visited. Our random sample included
both sensitive items [weapons and night-vision devices] and non-sensitive items such as
communication equipment, electronics, and office equipment. During our site visit to the
Kandahar training center, we were able to locate 2 of the 89 non-sensitive items in our sample.
DynCorp staff reported that many of these items had been destroyed or relocated during floods in
past years. In addition, we determined that nine weapons, including pistols and rifles, that the
DynCorp inventory reported as being at the Kandahar training center armory, had actually been
issued to contractor personnel out of the armory at DynCorp’s administrative facility in Kabul.

We successfully verified all sampled items at the Bamyan and Herat training centers.

Inaccurate inventories resulted from minimal oversight of Government-furnished property and
indicate a deficiency in the internal controls of both DynCorp and INL. This can lead to an
environment with higher risk of theft. DynCorp staff at these training centers stated that the
CORs did not conduct regular site visits and never conducted an inventory of Government-
furnished property.

The lack of sufficient numbers of CORs in Afghanistan contributed to the inability of DOS to
properly oversee the contract. Had the CORs visited the training camps regularly, they could
have discovered the destroyed equipment at Kandahar and learned that the contractor did not
report it immediately as required by the statement of work., Without accurate inventory lists, the
COR has no means of determining whether all Government-owned property has been properly
accounted for. In response to our draft report, the CSTC-A Deputy Commanding General stated
that INL and DynCorp had completed an inventory of over 91,000 property items, and the
Defense Contract Management Agency will provide property management oversight and review

the awarded contractor’s property management system.

Inadequate Contract Files. When we reviewed the ANP training contract files
maintained by the CORs in Afghanistan in August 2009, they lacked the most basic information

needed to administer the contract. We were unable to locate statements of work, copies of

8
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invoices, correspondence with the contractor, documentation of acceptability of goods and
services, and documentation of site visit results. Since CORs stationed in Afghanistan rotate
frequently and are entitled to 2 months rest and relaxation away from their post each year, the
availability of contract and oversight information is important, Without this information,
incoming or acting CORs lack the information and institutional knowledge they need to properly

administer the contract.

In comments to our final audit report, the CSTC-A Deputy Commanding General stated that the
Counter Narcoterrorism Technology Program Office will ensure contract documents are
maintained in an electronic file sharing system that will be available to all CORs under the

planned DoD contract.

Insufficient Review of Contractor Inveices. DOS personnel did not sufficiently review
hundreds of millions of dollars of invoices. These invoice reviews were necessary to ensure that
the government received the goods and services, to determine whether the contractor was entitled
to payment for submitted invoices, and to prepare and maintain the supporting documents
necessary to show contractor entitlement to payment. INL performed only high-level reviews,
which consisted of verifying 10 basic items, such as the vendor name, invoice number, and
contract number. Even though this review was in accordance with the Prompt Payment Act, it

did not address whether DynCorp’s invoice costs were allowable, allocable, or reasonable.

The DOS Foreign Affairs Handbook, the DoD Financial Management Regulation, and the
Federal Acquisition Regulation address the topics of reviewing contract payments and invoices
to ensure that costs are allowable, allocable, and reasonable. The COR should review invoices to
determine the validity of the costs claimed and relate total expenditures to the progress of the
contract.” This is particularly important under cost-reimbursement contracts where contractor’s
vouchers may indicate performance problems and that corrective actions or additional oversight

is required. However, vouchers alone do not provide sufficient information for tracking financial

3 Under EAR 31.201, a cost is allowable only when the cost is reasonable, allocable, and conforms to the terms of
the contract. A cost is allocable if it is (a) incurred specifically for the contract; {b) benefits both the contract and
other work, and can be distributed to the contract and other work in reasonable proportion to the benefits
received; or {c} necessary to the overali operation of the business, although a direct relationship to any
particular cost objective cannot be shown. A cost is reasonable i, in its nature and amount, does not exceed
that which would be incurred by a prudent person.
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progress. Therefore, the Government is entitled to ask the contractor for additional information
that is necessary to understand whether the charges billed are allowable, allocable, and

reasonable-the basic tests contractor’s costs must pass to be reimbursed.

Both the contracting officer and the COR responsible for approving the contractor invoices
recognized the invoice reviews were insufficient. The contracting officer signed a modification
to the CIVPOL contract, which stated all invoices were to be treated as provisional and subject to
subsequent reviews, audits, and appropriate adjustments. Furthermore, the COR wrote a caveat

on the invoices he signed that referenced this modification.

DOS established a separate Invoice Reconciliation Team to review previously approved
invoices. At the time of our audit, the Invoice Reconciliation Team had not reviewed invoices
under the two ANP training task orders; however, their reviews of other contract invoices
identified $322 million that was approved, even though the costs were not allowable, allocable,
or reasonable. Furthermore, the Invoice Reconciliation Team estimated that approximately 50
percent of the approved invoices had errors. Invoice reviews years after the fact are very
inefficient because documents are missing, memories are faded, and key contract staff are no
longer available. The Special Inspector General for Iraq Reconstruction recently reported* the
DOS invoice reconciliation process for the Iragi police training contract with DynCorp that has
been ongoing since October 2006, will take 3 to 5 years to complete and only 5 of 10 invoice
reconciliation team members remain to complete the review. The reconciliation is adversely
affected not only by a shortage of personnel to examine invoices, but by a high error rate on

invoices and missing support documentation.

Inadequate Information Supporting Billing and Payments. The CORs did not
prepare or maintain documents supporting the payment of invoices in accordance with the DOS
Foreign Affairs Handbook. Specifically, the CORs did not prepare or maintain receiving or
inspection reports to document whether contractors were entitled to receive payments because

they did not accept delivery of goods and services. They alse did not perform site visits to

* “Long-standing Weaknesses in Department of State’s Oversight of DynCorp Contract for Support of the Iraqi
Police Training Program,” Report No. 10-008, January 25, 2010

10
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validate the existence or completion of goods and services. Instead, the COR accepted
DynCorp’s invoices as the Government’s approval of goods or services accepted by the

contractor.

Approving contractor invoices without assurance that the Government received what it paid for
is not allowable. DOS’s reliance on DynCorp’s invoices causes us even greater concern given
that, in April 2009, the Defense Contract Audit Agency (DCAA) identified significant internal

control deficiencies in the system DynCorp uses to generate these invoices.’

The U.S. Government has the right to “disallow” costs and not reimburse the contractor for costs
that are unreasonable in nature or amount. The right to exercise this power should encourage the
contractor to manage efficiently. The planned increase in COR and quality assurance staff for

the new contract should allow DoD to ensure that the contractor is entitled to payment.

Lack of Defense Contract Audit Agency Oversight. In November 2007, four years
after the contract began, INL requested and authorized the DCAA to provide oversight of the
DOS CIVPOL contract. However, the DCAA did not perform the proposed audits because the
DOS contracting officer canceled the authorization on October 24, 2008,

In response to our draft report, the DCAA, Assistant Director for Integrity and Quality
Assurance, stated that DCAA should have been reviewing the billings submitted to the DOS
under these two task orders. Therefore, the Assistant Director recommended that DCAA be
delegated the authority to review and authorize interim vouchers for reimbursement and be

provided funding to accomplish these tasks.

The Assistant Director also stated that DCAA will include the follow-on contract in its
established pre-payment and post-payment sampling and review plans. As a result, DCAA will
review and provisionally approve interim vouchers submitted and the progress or milestone
payments. The Assistant Director also recommended DOS engage DCAA to perform post-
award audits of initial task order award proposals and subsequent task order modifications to

ensure the Government’s interest is protected.

® “Report on Audit of Billing System,” Report No. 03181-2009D1101001, April 23, 2009

11
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The Acting Assistant Secretary of State, INL, agreed with our recommendation that DOS request
audit support from DCAA to determine the allowability, allocability, and reasonableness of
invoices submitted under the two ANP training task orders. The Acting Assistant Secretary also
stated that INL intends to take appropriate actions once DCAA presents its findings and

recommendations.

QUESTIONABLE FINANCIAL MANAGEMENT

The DOS used questionable financial management practices. Specifically, expired funds were
not transferred back to the U.S. Treasury and DOS did not provide necessary accounting details

for audit testing.

Expired Funds. DOS improperly kept $80 million of funds transferred from DoD even
though these funds had expired. The money used to fund the ANP training program came from
three separate appropriations made for the Afghanistan Security Forces Fund. Each of these
appropriations established availability periods for the use of these funds. As of December 2009,
DOS was still holding $80 million of funds that were no longer available to be used. The
availability period ended in September 2007 for $56.8 million of these funds and in September
2008 for the other $23.2 million. We recommended DOS return the $80 million of unexpended
funds to the U.S. Treasury.

Accounting Details. In addition, DOS did not provide necessary accounting details for
us to determine the validity of over $200 million in expenditures for ANP training during our
fieldwork. One of our planned audit tests was to review a sample of disbursement transactions to
determine if they were supported by contractor invoices and represented costs that were
allowable, allocable, and reasonable. Over our six months of fieldwork, we repeatedly requested
that DOS provide a list of all disbursements of DoD funds made for the ANP training program.
In September 2009, DOS provided a partial list of the disbursements that totaled only
$387 million of the $604 million they had reported making. It was not until January 2010 that
they provided a complete list of all disbursements. Because we received this additional data after
we issued the draft report, we were unable to adequately test those disbursements to determine
whether DOS had properly accounted for all of the ASF funds provided by DoD.

12
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INADEQUATE TRAINING FOR WOMEN AFGHAN POLICE

During the audit, we also reviewed the adequacy of the Afghan women’s police training
program. Only 131 women were trained for the ANP in the last four years, in spite of reports
issued by DOS and DoD during the past three years that have identified the need for an Afghan
women’s police force. An interagency assessment of Afghanistan’s police training and readiness
was conducted jointly by the DOS and DoD. The report of November 2006 found that there
were only 91 low-ranking female police personnel in Afghanistan—a country of approximately 28
million people. The report further stated the number of female police should increase
substantially because in a Muslim country, only female police can closely interact with female

suspects, respond to domestic disputes, and search women at border crossings.

The first INL-funded women’s police training program was conducted at the Herat training
center in July 2007. Planning for a dedicated Women’s Police Corps facility began in February
2008. Following the planning and construction phases, the first Women’s Police Corps training
class was held in Kabul in November 2008. According to Deputy Commanding General, CSTC-
A, the Women’s Police Corps training facility in Jalalabad opened in November 2009 and it has
the capacity to meet requirements for an additional 1,389 female police members. Both the
Kabul and Jalalabad facilities were designed to train 30 women recruits over an 8-week training
cycle. The Kabul Women’s Police Corps has trained 20 to 42 female police per class through its

first four training cycles since November 2008.

While we believe the U.S.-funded ANP program has laid the foundation for an effective
women’s police training program, progress made so far is not adequate. At the time of our audit,
only one women’s training facility in Kabul was in operation, whereas there were eight training
centers for male police officers in Afghanistan. According to statistics provided by DynCorp,

172,130 ANP have completed basic and advanced training courses but only 131 are women.

According to the information provided by INL, approximately $6.6 million was provided to
construct and operate the Women’s Police Corps facilities in Kabul and Jalalabad. This amount
is insignificant compared to the total funding provided by the U.S. Government for the ANP

training program.
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CLOSING & PLANS FOR ADDITIONAL CONTINGENCY OPERATIONS OVERSIGHT PROJECTS

The DoD Office of the Inspector General recognizes that the training of the Afghan National
Police is a key part of the U.S. exit strategy for Afghanistan. We will be following closely the
Department’s efforts to provide training. We plan to initiate an audit of the Afghan National
Police contract later this year, after it has transitioned to DoD. In addition, we plan to return to
Afghanistan in the August — September 2010 timeframe to continue our on-going initiative to
assess the U.S., International Security Assistance Force-North Atlantic Treaty Organization and

Coalition efforts to train and equip the Afghan National Security Forces.

Oversight of U.S. contingency operations in Southwest Asia is a top priority of the DoD IG. As
the principal oversight agency for accountability within the Department of Defense, the DoD IG
is committed to providing effective and meaningful oversight in Southwest Asia. Our priority is
to assist DoD and the Congress in identifying and deterring waste, fraud, and abuse of taxpayer
monies; and, most importantly, ensuring the brave men and women serving in Southwest Asia
are as well equipped and led as possible. We will continue to coordinate and integrate our efforts
within the oversight community to minimize duplication and ensure oversight coverage is as

comprehensive and effective as possible.

We thank the Subcommittee for the opportunity to discuss our work in Afghanistan and look
forward to continuing our strong working relationship with the Congress and with all oversight

organizations in Southwest Asia.
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Thank you Chairman McCaskill and Ranking Member Brown for the opportunity to present
our joint audit on the national police training program contract in Afghanistan with the Department of
Defense (DoD) Inspector General.

We conducted this joint audit in response to a Congressional request, with an objective of
determining the ability of the Afghan National Police (ANP) training program to address Afghan
security needs. In addition, we reviewed contract management activities and the status of
Afghanistan Security Forces (ASF) funds provided by DoD to the State Department for ANP
training.

In 2006, when the security environment in Afghanistan was more stable, DoD decided to use
the State Department’s existing Civilian Police Program (CIVPOL) contract to implement the ANP
training program. The contractor, DynCorp International, was awarded two task orders, valued in
excess of $1 billion, under the CIVPOL contract. These two task orders directed DynCorp to provide
personnel, life support, and communications for the ANP training program. The State Department
was responsible for procuring services related to the ANP training program, overseeing the contract,
and managing and reporting on ASF funds transferred from DoD.

We found that under the CIVPOL contract, DoD did not have the authority to direct the
contractor, thereby restricting DoD’s ability to rapidly modify ANP training to respond to the rising
insurgency and the changing security situation in Afghanistan. While the State Department was
focused on training the ANP to be an effective police force after security in Afghanistan had been
stabilized, DoD was focused on the survival and tactical training of the ANP to counter the growing
insurgency. In addition, while the ANP program has laid the foundation for an effective women’s
police training program, there has been inadequate progress in training a sufficient number of Afghan
women. The lack of trained women’s police corps members who would be able to carry out duties
more appropriate for females has limited the effectiveness of law enforcement in Afghanistan,

In order to provide a more stable and secure environment for Afghan citizens, we
recommended correcting these deficiencies by clearly defining ANP training program requirements,
increasing the training facility capacity for women police members, and enhancing efforts to recruit
an adequate number of women training instructors. In response to the draft joint report, management
provided a detailed description of the requirements for the ANP training and agreed to provide
additional resources for training women police.

In overseeing the CIVPOL contract, we found that State Department contracting officials did
not assign sufficient numbers of contract oversight personnel to the ANP task orders and did not

2
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prepare a Quality Assurance Surveillance Plan to ensure that the contractor met the performance
requirements of the statement of work. In addition, those contracting personnel who were assigned
to monitor the task orders did not provide adequate oversight to ensure that all goods and services
were received. Specifically, the following internal control weaknesses were identified:

(1) Government-furnished property was not adequately accounted for,

(2) Contract files were incomplete and not always available,

(3) Deliverables were not always matched to receiving reports, and

(4) Procedures for reviewing contractor invoices to determine whether the costs were proper were
not followed.

As a result of these internal control weaknesses, State Department personnel could not ensure
that funds allocated by DoD for the ANP program were expended in accordance with DoD
requirements. We recommended that the number of contract personnel responsible for contract
oversight be increased, that a complete inventory of Government property be performed, that the
contracting officer maintain complete and accessible contracting files, and that goods and services be
matched against invoices. In addition, we recommended that the Defense Contract Audit Agency
(DCAA) perform an audit to determine whether all expenditures were allowable, allocable, and
reasonable and request reimbursement from DynCorp for any payments that DCAA determines to be
improper. In response to the draft joint report, management generally agreed to increase the number
of oversight personnel going forward and strengthen contract administration internal controls.

In addition to identifying various internal control weaknesses, we also requested contractor
invoices and other supporting documents for $217 million in ASF funds already expended.
Unfortunately, State Department financial managers did not provide detailed transaction data until
after the draft report was issued. As a result, we could not determine whether the Department had
expended ASF funds in accordance with Congressional intent. However, we did ascertain that $80
million in ASF funds transferred from DoD remained unexpended well after the end of their
availability period established by appropriations law. We recommended that the State Department
determine the status of ASF funds and that any excess funds, to include the $80 million in expired
funds, be returned to DoD.

In March 2009, the President announced a comprehensive new strategy for Afghanistan,
which included an emphasis on training and increasing the size of Afghan security forces. The State

Department and DoD are committed to providing a stable and secure environment for all Afghan
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citizens. This requires that we effectively train and mentor Afghan forces, monitor our contracts
effectively, and ensure that the taxpayers’ money is spent appropriately.

Finally, I would like to note that this audit was organized and conducted in six months. Given
the scope of the work, which took place in the United States and six locations in Afghanistan, the
short time for its successful completion is a tribute to the professionalism of the audit co-directors,
Mr. Mark Ives from DoDIG and Mr. Jim Pollard from the State Department OIG, and their teams.

Once again, I thank you, Chairman McCaskill and Senator Brown, for the opportunity to

appear today, and I am ready to answer your questions.
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Thank you Chairwoman McCaskill, Ranking Member Brown, and other distinguished
Members of the Subcommittee. I am grateful for the invitation to appear before you today to
testify about the Department of State’s programs to train the Afghan National Police (ANP).

The Department of State’s Bureau of International Narcotics and Law Enforcement
Affairs (INL), which I have the honor to lead, has supported the Government of the Islamic
Republic of Afghanistan with assistance for ANP training since 2003. The Department of State
has constructed seven Regional Training Centers in provincial centers throughout Afghanistan as
well as a Central Training Center in Kabul.

In 2003, the Department of State’s civilian police training efforts were re-configured to
support the Department of Defense’s (DOD) umbrella responsibility for the development of
Afghan National Security Forces (ANSF), which includes both the Afghan NationallArmy and
the Afghan National Police. Since 2005, the Department of State has worked in partnership with
- and under the authority of — the United States military to provide training in essential core
policing skills. INL’s international police advisors — all individuals with extensive law
enforcement experience on American streets — teach Afghan trainers how to conduct basic
training, oversee their work, and then provide feedback to those Afghan trainers so they can
further improve and adapt their teaching methods as well as the curriculum that they teach. This
train-the-trainer approach builds the capacity of the ANP to provide its own, sustained basic
training in the future. The Department of State has also embedded civilian police advisors with
U.S. military Police Mentor Teams at more than 40 Forward Operating Bases (FOBs) to provide

post-training support and mentoring to the ANP in the course of its daily operations.
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In support of the United States military for nearly five years, INL has been responsive to
emerging and often urgent program demands made by our uniformed colleagues. The -
Department of State has been able to rapidly deploy police advisors within Afghanistan to
support Focused District Development and other priority programs such as training of the
Afghan Gendarmerie (formerly the Afghan National Civil Order Police). Additionally, INL
developed and launched a Women’s Police Corps program in 2008 to train women in a single-
gender environment and to enable the Ministry of Interior more easily to recruit female police
officers. As needs have been identified and to better meet the demands of the environment in
which the police operate, we have developed and implemented specialized programs, such as
medic training for ANP and embedded subject matter experts to provide guidance to Ministry of
Interior officials. To address the systemic problems of illiteracy, drug use and “ghost police”, we
have incorporated elementary literacy training as part of our basic training instruction, we are
drug testing all recruits upon enrollment at the Regional Training Centers, and we are collecting
data for the issuance of police ID cards. This will allow U.S. and Afghan officials, as well as
Afghan banks, to accurately identify police personnel, a step which will improve financial
accountability as well as service discipline.

Throughout our partnership, INL and DOD have consistently worked together to address
the many and evolving challenges facing Afghanistan in establishing a professional police corps.
INL deployed and continues to support approximately 650 U.S. civilian police advisors who
train and advise the ANP, as well as Afghan Ministry of Interior (MOI) officials. The U.S.
civilian police advisors are recruited nationwide from state and local law enforcement agencies.
They bring a range of expertise that includes, but certainly is not limited to; field training

instruction, criminal investigation, domestic violence prevention, traffic control, and first
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responder training. Right now, our several hundred civilian police advisors are embedded with

military units to improve assistance to local level police in their efforts to reach self-sufficiency.

OVERSIGHT AND MANAGEMENT

In April 2006, INL established an integrated business model to manage and oversee our
police training programs for Afghanistan. In conjunction with the contracting officer, this model
involves three main components: program officers; contracting officer’s representative (COR)
and COR staff, and in-country contracting officer’s representatives (ICORs). INL’s contact
management oversight team consists of 34 staff, including 12 program officers between
Afghanistan and Washington. They provide program direction and policy oversight and they
monitor the contractors’ performance. - Seven ICORs in Afghanistan now provide contract
oversight in the field and the COR and thirteen COR staff in Washington are dedicated to
conduct contract oversight and contract administration from the U.S. This hybridized
arrangement — with Washington providing much greater and more involved support than we
would in a peacetime environment — was developed to deal with the unique challenges of
ramping up capacity while conflict continued.

INL ICORs are tasked with substantive oversight of the police training contract. Most of
them have been in-country for several years. They provide operational continuity, expertise, and
historical insight. ICORs are required to keep their certification current through training every
five years as required by the Department. ICORs also are encouraged to take advantage of every
State Department COR course offered via distance learning platforms.

As INL has progressively refined our contract oversight, we established a bilateral

contract modification that allows us to make provisional payments to contractors in order to

14:41 Apr 06, 2011  Jkt 057325 PO 00000 Frm 00074 Fmt6601 Sfmt6601 P:\DOCS\57325.TXT SAFFAIRS PsN: PAT

57325.030



71

comply with the Prompt Payment Act as well as demand and immediately receive prompt
payment back for any questionable goods or services when they are discovered in the course of
INL’s intense invoice review and reconciliation process.

This post-payment practice has been very successful. It has resulted in a seventeen
percent rejection rate of police training invoices for Afghanistan, including $16.3 million in
denied claims from service providers and $5.7 million in collected refunds. Further to standard
audit and reconciliation processes external to the Bureau, this system of provisional payments
protects our resources from human error and it minimizes the risk of fraud, waste, and
mismanagement to American taxpayers.

As INL has refined our contract management oversight, we have strengthened Statements
of Work (SOW) with additional contract accountability tools. For example, INL is applying on
the ground in Afghanistan from our own lessons learned a Quality Assurance Surveillance Plan.
This plan allows us to evaluate whether contract deliverables and performance comply with the
contracted statements of work. We do this through site evaluations, inspections, and
representative sample reviews.

INL conducts annual inventories in Afghanistan to account for government property in
the custody of the contractor, and we require our police training contractor to use an accredited
and automated inventory system to account for property purchased by contract personnel.

INL’s ICORs in the field verify the contractor’s use of the automated inventory system
and its functions. INL has taken several steps to continually improve our processes and plans to
enhance our efforts even further with additional staffing.

INL has advanced in contract management oversight through a variety of methods since

our initial arrival in Afghanistan, including working closely with the OIG and DCAA
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community. As a result, we recognize and value the many recent oversight reports concerning
our police programs.

Specifically in response to the recent joint OIG reports by the State and Defense
Departments, INL is taking steps rapidly to increase our ICOR accessibility to contract files
through web-based tools and we are fully standardizing the duties and responsibilities of ICORs.
We also recognize the staffing gaps pointed out by the OIG and DCAA and are taking steps to
inctease the number of ICORs in Afghanistan from seven to fifteen. Our goal is to do this by
July 31, 2010. With respect to the report’s recommendations regarding DCAA audits, we are
working to resolve an administrative error that resulted in a pre-mature suspension of one of
these programs and fully plan to implement the OIG and DCAA recommendations. To increase
the opportunities and recruitment for female police in the ANP, INL established the first
Women’s Police Corps training facility in Kabul in late 2008 and a second in Jalalabad in late
2009. The Women’s Police Corps provides the same basic training that their male counterparts
received, only in a single-gender environment. Since 2008, 138 women have graduated from the
WPC and the Ministry of Interior recently announced, as part of the ANP’s 2010 Strategic
Development Plan, it would seek to recruit 1,000 women this solar year (March 2010 — March
2011).

Madam Chairwoman, the Department of State takes very seriously the need to safeguard
the public’s trust in managing programs and contracts that support our national security and
foreign policy objectives around the world. It is, after all, through our programs that our partners
around the world have developed the bedrock of civil society, a safe and secure place where
people can live free from fear. In Afghanistan; however, our programmatic objectives have been

challenged by the high tempo of military operations, a very challenging security environment,
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and limitations on the size of our staff on the ground. I offer this candid assessment as testimony
to the importance of our work, the challenges we have faced, the successes we have had, and the
direction of further improvements we seek to achieve. As stewards of increasingly more
taxpayer dollars for critical national security and foreign policy objectives, we need consistently
to review, adapt, and improve our programmatic contract management, and oversight
requirements. We recognize this critical objective and have increased our financial oversight
staffing substantially, though not enough as of yet, to match the growth in resources that have
been entrusted to us. Enhancing this capacity is a critical objective of mine, that, with your
support, I fully aim to achieve.

Thank you for the opportunity to discuss INL’s contract oversight activities for the police

program in Afghanistan. I look forward to addressing your questions.
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TESTIMONY

DAVID SEDNEY
DEPUTY ASSISTANT SECRETARY OF DEFENSE FOR AFGHANISTAN, PAKISTAN
AND CENTRAL ASIA

BEFORE THE SUBCOMMITTEE ON CONTRACTING OVERSIGHT
SENATE COMMITTEE ON HOMELAND SECURITY AND GOVERNMENT AFFAIRS
Contracts for Afghan National Police Training

April 15, 2010

Chairman McCaskill, Members of the Committee; thank you for the opportunity to

appear today with my interagency colleagues.

As you know, the President’s strategic review of Afghanistan and Pakistan
recommended heightened efforts to increase the quantity and quality of the Afghanistan
National Security Forces as part of a strategy to enable an eventual transfer of

responsibility for security to the Afghan Government.

Improving the éapacity of the Afghan National Police (ANP) is particularly
important as the police are the primary link to the Afghan Government for many

Afghans, particularly in rural areas.

Moreover, the Afghan police are in the front lines of the fight against the Taliban
and its affiliates. ANP are stationed in places where there is no Coalition or Afghan

National Army (ANA) forces and are often the primary insurgent target. Based on
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casualty rates, it is two times more dangerous to be a policeman today in Afghanistan

than to be a soldier in the Afghan army.

The North Atlantic Treaty Organization (NATO) International Security Assistance
Force (ISAF) and our non-NATO partners have made progress towards growing the end-
strength of the ANP. The ANP achieved its previous end-strength goal of 96,800 in
December 2009. In January 2010, the Joint Coordination Monitoring Board (JCMB), the
international board charged with ensuring that international and Afghan ministerial plans
align with the goals of the Afghan National Development Strategy (ANDS), agreed with
the Afghan Government’s plan, supported by ISAF and the U.S. Government, to increase
the size of the ANP to 109,000 by October 31, 2010 and to 134,000 by October 31, 2011.
The increase in 2010 will consist of approximately 5,000 Afghan Border Police (ABP);
5,000 Afghan National Civil Order Police (ANCOP), the mobile gendarme force that is
equipped to act in a light infantry role throughout the country; and 2,000 Afghan
Uniformed Police (AUP) and other specialized police and enablers. At the end of the
March 2010 Afghan Ministry of Interior reporting period, the total ANP equaled 102,138,

which was slightly above the overall February goal of 99,261.

Increases in the size of the ANP forces must come with a concomitant
improvement in the quality of the force. Initiatives to improve the quality of the force
include: improvements to the training infrastructure; increased pay equal to that of the

Afghan National Army (ANA); better equipment; expanded literacy training; and
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embedded partnering and mentoring. In addition, we are working hand in glove with the

Department of State to build the rule-of-law structures and processes to support the ANP.

As part of our effort to improve the police training process, the U.S. Ambassador
to Afghanistan (Amb. Karl Eikenberry) and the Commander, U.S. Forces — Afghanistan
(Gen. Stanley McChrystal), recommended in an August 11, 2009 cable that management
of the Defense-funded and State-managed police training contract used to hire civilian
police trainers should be shifted from the Department of State to the Department of
Defense (DoD) to provide unity of control and command. The Department of State and

DoD subsequently approved this recommendation.

Due to the operational need to quickly award a new contract and the respective
organizations’ subject matter expertise and experience in support of Afghanistan
operations, the Commander, Combined Security Transition Command-Afghanistan,
selected the Counter-Narcoterrorism and Technology Program Office (CNTPO), through
the U.S. Army Space and Missile Defense Command/Army Strategic Forces Command
(USASMDC/ARSTRAT), to oversee the development of an appropriate acquisition

strategy for the ANP program.

The strategy called for procuring the required services through the issuance of task
orders under existing Multiple Award Indefinite Delivery/Indefinite Quantity (MAIDIQ)
contracts with CNTPO. The task orders for the training of the ANP and ANP program

logistic requirements were to be competed among five MAIDIQ holders.
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Before orders could be issued, on March 15, the Government Accountability
Office (GAO) sustained the protest by DynCorp International LLC. GAO determined
that the task orders for the ANP program were outside the scope of the MAIDIQ
contracts. As a result, the ANP training effort will not be awarded under the MAIDIQ
contracts. DynCorp will continue performance under the current Department of State
contract while DoD weighs options to ensure the ANP program requirements are met in

an expeditious manner in consideration of this recent development.

Finally, it is important that any contractor DoD selects must be responsible and
perform within the strict rules, regulations, performance expectations, and acceptable and
ethical business practices we demand. Please be assured that we take seriously any
allegations that a contractor fails to meet these expectations and requirements. The
selection of DoD contractors responsible and capable to meet our requirements to assist

in the training and development of the ANP is no exception.

I hope you find this information helpful. Thank you for your interest in this very

important matter. Ilook forward to your questions.
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Post-Hearing Questions for the Record
Submitted to
Mr. Gordon S, Heddell
From Senator McCaskill

“CONTRACTS FOR AFGHAN NATIONAL POLICE TRAINING”

Thursday, April 15,2010, 2:00 P.M.
United States Senate, Subcommittee on Contracting Oversight,
Committee on Homeland Security and Governmental Affairs

1) Regarding the $80 million that the Defense and State Department Inspectors General testified
as expired, you testified that an obligation makes no difference if the time period expires and
the money is not expended.

Q. Does this contradict the State Department’s claim with respect to these funds? If so, please
explain the contradiction and support your statement.

Response: During the hearing I indicated that it was my understanding that because the
time period had expired, the monies needed to be returned regardless of whether the State
Department had obligated some of the funds. Upon further research and analysis, I find that
this would apply after 5 years have passed as explained in further detail in response to the
second half of this question (see below). However, with regard to the $80 million being
questioned in this instance, it is the view of this agency that it is highly unlikely that the
contractor has any outstanding invoices requiring payment from the Department of State.
The State Department witness indicated, “I do not disagree that it would have expired had it
not been obligated. But it has been obligated and has to be reconciled against these billings
50 that we return the proper amount.” The State Department witness recognized that during
the period of time the monies were available to be spent, some of the monies had not been
applied against task orders or fully reconciled against billings. The State Department
witness acknowledged that monies that are obligated but not expended in payment of
billings have to be returned either to the Treasury or to DoD, depending on the date at which

the monies became available. Additional information on the applicable statutes relating to
this question follows.

A time-limited appropriation is available to incur an obligation only during the period for
which it is made. However, it remains available beyond that period, within limits, to make
adjustments to the amount of such obligations and to make payments to liquidate such
obligations. In this connection, 31 U.S.C. § 1502(a) provides:

“The balance of an appropriation or fund limited for obligation o a definite
period is available only for payment of expenses properly incurred during the
period of availability or to complete contracts properly made within that period of
availability and obligated consistent with section 1501 of this title. However, the
appropriation or fund is not available for expenditure for a period beyond the
period otherwise authorized by law.”
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An obligation is considered properly chargeable to the account if it is for goods or services
that correspond with the purpose of the appropriation and those goods or services are
detivered during the availability period of the appropriation.

DoD transferred the funding to the State Department under the authority of 31 US.C. §
1535, also known as the Economy Act. Under 31 U.S.C. § 1535(d), an order placed or
agreement made under the Economy Act obligates an appropriation of the ordering agency
or unit. Under 31 U.S.C. § 1535(d), the amount obligated is de-obligated to the extent that
the agency or unit filling the order has not incurred obligations before the end of the period
of availability of the appropriation; in providing goods or services; or making an authorized
contract with another person to provide the requested goods or services.

The majority of items included in the two Afghan National Police (ANP) training task
orders, and the associated modifications, required the contractor to provide personnel to
perform work related to the ANP training and to provide equipment necessary for the ANP
training. For obligations under these two task orders to be proper under the Economy Act,
the contractor must have provided the goods and services during the availability periods of
the funds. Since the goods ordered under the CIVPOL contract were generally readily
available commercial items, it is reasonable to expect that the contractor should have
provided the goods ordered in FY's 2007 and 2008 well before the time of our audit.

Under the CIVPOL contract, the contractor submitted invoices for all goods and services on
an approximately bi-weekly schedule. As discussed in our report, DoS paid in full all
contractor invoices submitted under these two task orders. Because of this, we believe that
there should be no circumstances where DoS has not already made expenditures for a
significant amount of proper obligations.

. If obligated but unexpended funds have expired, can they be used toward outstanding

obligations incurred in the year the funds were obligated?

Response: Yes, within certain limitations. In accordance with 31 U.S.C. § 1553(a), upon
expiration of a fixed appropriation, the obligated and unobligated balances retain their fiscal
year identity in an “expired account” for that appropriation before the closing of the account
under 31 U.S.C. § 1552(a). Under 31 U.S.C. § 1552(a), on September 30th of the 5th fiscal
year after the period of availability for obligation of a fixed appropriation account ends, the
account shall be closed. As a practical matter, agencies must maintain separate obligated and
unobligated balances within the expired account as part of their internal financial
management systems in order to ensure compliance with the Antideficiency Act.

During the 5-year period, the expired account balance may be used to liquidate obligations
properly chargeable to the account prior to its expiration. The expired account balance also
remains available to make legitimate obligation adjustments; that is, to record previously
unrecorded obligations and to make upward adjustments in previously under recorded
obligations.
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Post-Hearing Questions for the Record
Submitted to Gordon Heddell
From Senator Tom Coburn

Afghan National Police Training Contracts
April 15,2010

It appears from your report and from the responses by the Defense Contract Audit
Agency, that DCAA was unable to audit the Afghan National Police training contract
without funding from the State Department. Do you feel DCAA should have the
independence to initiate audits of security contracts in Afghanistan and not depend on an
agency’s willingness to fund it?

Response: DCAA’s mission is to provide audit services on contracts and subcontracts to
all DoD components responsible for procurement and contract administration. DCAA
has authority per DoD Directive 5105.36, “Defense Contract Audit Agency,” to provide
contract audit services to other Federal agencies; however, in accordance with DoD
Instruction 4000.19, “Interservice and Intragovernmental Support,” non-DoD Federal
agencies must enter into a support agreement with DCAA to perform the audit services
and provide the necessary funds to pay for the requested audit services. The applicability
and clarification of DoD Directive 5105.36 as it relates to interagency contracting should
be further reviewed. DCAA should provide audit services, without reimbursement, for
all contracts and subcontracts funded by DoD no matter which procurement or
contracting agency is used. Since DoD funded the Afghan National Police efforts,
DCAA should have been able to perform its routine self-initiated audits without a request
from the contracting officer and without reimbursement.

The effective use of DCAA in the Interagency contracting process is another example of
the significant challenges in this process identified by our work. Audit is currently
discussing with DCAA avenues or approaches it can undertake to notify responsible
parties when DCAA’s audit services are not being properly used during Interagency
contracting processes. Additionally, Audit will discuss with DCAA potential reporting
mechanisms for its auditors to alert non-DoD agencies or their Inspectors General when
DCAA identifies a potentially high-risk situation but a non-DoD contracting officer
declines to pay for needed audit work. DCAA should not, however, have the
independence to audit non-DoD funds without a support agreement and then only when
appropriately reimbursed by the responsible agency in accordance with DoD Instruction
4000.19.

The joint audit report notes that it was cumbersome to change the curriculum for the
Afghan National Police training due to lengthy coordination between State and DOD.
Are you aware of any coordination between the U.S. government and the Afghan
Ministry of Interior on curriculum for the Afghan National Police?

Response: The NATO Training Mission-Afghanistan/Combined Security Transition
Command-Afghanistan (NTM-A/CSTC-A) and the INL section of U.S. Embassy-Kabul
are the appropriate organizations to respond to this question. Based on the fieldwork, the
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auditing staff understood that NTM-A/CSTC-A did not directly coordinate the training
curriculum with the Ministry of Interior (Mol); however, U.S. military and contracted
civilian personnel serve as mentors who regularly interact with Mol and ANP officials.

It is our understanding that one key initiative that NTM-A/CSTC-A and the Mol have
implemented, with assistance from the international community, is establishment of the
Police Training Command within the Mol. This organization is similar to the Afghan
National Army Training Command and will execute education and training requirements
for the Mol and the ANP. NTM-A/CSTC-A is also working with the International
Security Assistance Forces’ (ISAF) Joint Command and the Mol to develop Afghan
Police Training Teams (APTTs) to work alongside ISAF Police Operational Mentor and
Liaison Teams and U.S. Police Mentoring Teams to extend the reach of training and
development capacity into districts that lack training support.

What is the right amount of contracting oversight that should be in place in Afghanistan
for large contracts? Is it a function of the cost of the contract? Or perhaps the number of
transactions? For example, should DOD have one contracting officer’s representative for
every $100 million in contracts?

Response: To determine the appropriate mix of contracting officers’ representatives
(CORs) needed for contract oversight, a risk-based strategy tailored to each contract’s
unique risk factors and other pertinent associated risks should be considered when
developing an oversight plan. The cost of the contract and number of transactions are
only two factors for determining the right mix of CORs required for oversight. In
addition to considering the contract size and cost, there are other appropriate factors to
consider.

¢ Contract type — Cost type contracts require extra levels of surveillance because
there is no incentive for the contractor to manage costs, and contracts with
incentive and award fees are also more surveillance intensive.

e Number of locations at which work is performed — If there are multiple locations,
surveillance should occur at the actual performance locations. Hence a contract
with performance at 10 locations would require more surveillance than a contract
with one location.

¢ Likelihood of failure — The risk of a contractor’s inability to consistently provide
the required service. For example, training a nation’s police force would require
more oversight than a contract for rudimentary service such as laundry.

s Consequence of failure — The risk to life, health, or safety of personnel if services
are not executed in a manner consistent with the contract requirements. For
example, installing electrical systems in buildings should require more oversight
than maintaining grounds due to risks to the personnel using those facilities.

¢ Challenges of working in a war zone - War-zone challenges include security and
force protection issues, difficulty moving in and around Afghanistan, and
communication problems. For example, remote, difficult-to-reach locations
would require more comprehensive measures to mitigate the risks faced by
personnel assigned to oversee such locations.
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Using a risk-based strategy that assesses these factors and other pertinent associated risks
assists in determining the appropriate mix of CORs needed for contract oversight.

How would you compare and contrast the problems identified in this report regarding the
Afghan National Police with the problems identified in your previous work regarding the
Afghan National Army?

Response: The contracting challenges identified in the assessment of U.S. and Coalition
plans to train, equip, and field the Afghan National Security Forces (ANSF) parallel the
contracting issues identified with the Department of State contract to train the Afghan
National Police. The assessment noted that CSTC-A faced continuing challenges with
the contracting process and the quality of materials and services procured for the ANSF.
Underlying factors contributing to these oversight shortcomings were insufficient
experienced and trained contracting officers and the number of CORs in-country to
provide appropriate contract oversight.

The most recent audit identified internal control weaknesses in the Department of State
contract oversight for the ANP training program, including the failure to follow internal
control procedures requiring in-country CORs to review contractor invoices to validate
deliverables, and determine if the costs were allowable, allocable, or reasonable prior to

payment.

This office and other Federal oversight agencies have reported numerous times on the
inadequacy of contract oversight throughout Southwest Asia contracting efforts. In the
immediate instance of the ANP contract, our oversight work again identified a lack of
appropriate oversight support for CSTC-A contracts, which had been reflected in an
ongoing failure to ensure selected contractors had the capability required to meet the
standards set in the contract; and to monitor contract performance to ensure contractual
services delivered were in compliance with contract specifications.
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Post-Hearing Questions for the Record
Submitted to Evelyn Klemstine
From Senator Claire McCaskill
“CONTRACTS FOR AFGHAN NATIONAL POLICE TRAINING”
April 15,2010

1y} Regarding the $80 million that the Defense and State Department Inspectors General identified
as expired, Mr. Heddell testified that an obligation makes no difference if the time period expires and
the money is not expended.

Qa. Does this contradict the State Department’s claim with respect to these funds? If so, please
explain the contradiction.

Response: Per 31 U.S.C. §1552(a) “On September 30th of the 5th fiscal year after the period of
availability for obligation of a fixed appropriation account ends, the account shall be closed and any
remaining balance (whether obligated or unobligated) in the account shall be canceled and thereafter
shall not be available for obligation or expenditure for any purpose.”

However, 31 USC 1553(a) also provides that “After the end of the period of availability for obligation
of a fixed appropriation account and before the closing of that account under 1552(a) of this title [cited
above], the account shall retain its fiscal-year identity and remain available for recording, adjusting,
and liquidating obligations properly chargeable to that account.”

Generally, therefore, expired funds are available for 5 years after they expire for “recording, adjusting,
and liquidating obligations properly chargeable to the account™, but not for incurring new obligations.

Qb. If obligated but unexpended funds have expired, can they be used toward outstanding obligations
incurred in the year the funds were obligated?

Response: As indicated above, the obligated, but unexpended funds may be used during the S-year
period to liquidate obligations properly chargeable to the account prior to its expiration. The funds
could be used for recording, adjusting, and liquidating proper obligations. In the ANP contract,
Dyncorp International was invoicing the government every 2 weeks and the government was paying
them. OIG considers it unlikely that Dyncorp International had not invoiced for, or was waiting on,
payments of $80 million.

2) Please provide your evaluation of whether 22 I-CORs will be sufficient to provide proper oversight
of the ANP training contract.

Response: During a recent congressional hearing, Department representatives testified that in April
2010 there were 7 I-CORs in Afghanistan and that by September there will be 22 1-CORs serving in
Afghanistan overseeing the ANP contract among other contracts. If the Department implements all of
the recommendations in the joint audit and commits to the staff increase, the level of I-COR coverage
should be sufficient. « :
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Post-Hearing Questions for the Record
Submitted to Evelyn Klemstine
From Senator Tom Coburn
Afghan National Police Training Contracts
April 15, 2010

1. ‘What is the right amount of contracting oversight that should be in place in Afghanistan
for large contracts? Is it a function of the cost of the contract? Or perhaps the number of
transactions? For example, should State have one contracting officer’s representative for every
$100 million in contracts?

Response: OIG has determined, through a number of audits and inspections published since
2008, that the Department has assigned too few Contracting Officer Representatives (COR) to
many of the contracts implemented in post-conflict, post-crisis environments. The responsibility
to assign CORs to these contracts is a Department decision and should take into account a
number of factors, such as the contract funding level, type of contract, subcontractor activity,
work location and security.

OIG has reported in congressional staff briefings on the joint audit that they determined that 5
personnel were assigned to the ANP contract at the time of the inspection. During a recent
congressional hearing, Department representatives testified that in April 2010 there were 7 I-
CORs in Afghanistan and that by September there will be 22 I-CORs serving in Afghanistan
overseeing the ANP contract among other contracts. The development and implementation of a
Quality Assurance Surveillance Plan (QASP) will assist the contract implementing organization
in establishing and validating the correct amount of contracting oversight.

The joint audit determined the number of INL I-CORs assigned to the ANP contract and reported
the condition of COR and I-COR assignment as follows:

“In addition, the contracting officer provided delegation letters for I-CORs that included
assignments of authority for personnel that the COR, I-CORs, and contracting officer could not
identify as working as an I-COR further demonstrating the lack of control over COR and I-COR
staffing. The contracting officer should immediately terminate the delegation of I-COR authority
of all inactive or reassigned I-CORs to provide an accurate count of existing I-CORs. Without
terminating inactive I-CORs, the contracting officer maintains a roster of I-CORs that
misrepresents the number available to oversee the contractor and includes personnel who should
not have the authority to represent the contracting officer. The contracting officer issued one -
COR and seven I-COR delegation letters FF to monitor the ANP task orders. Of the seven active

14:41 Apr 06, 2011  Jkt 057325 PO 00000 Frm 00088 Fmt6601 Sfmt6601 P:\DOCS\57325.TXT SAFFAIRS PsN: PAT

57325.044



VerDate Nov 24 2008

85

I-COR delegations, one does not work on ANP task orders, two cannot monitor task order S-
LMAQM-08-F-5375 (task order 5375), one works only half of the year, three were located in the
U.S., and only three were located in Afghanistan. Only one I-COR possessed authority to
oversee task order 5375 prior to June 2009 despite nearly $325 million obligated prior to June.
The contracting officer should be able to identify the assignments and locations of CORs and I-
CORSs assigned to task orders, terminate assignments of individuals no longer working on ANP
task orders, and increase the number of I-CORs to adequately perform contract surveillance.”

2. The joint audit report notes that it was cumbersome to change the curriculum for the
Afghan National Police training due to lengthy coordination between State and DOD. Are you
aware of any coordination between the U.S. government and the Afghan Ministry of Interior on
curriculum for the Afghan National Police?

Response: The Afghan Minister of Interior is responsible for approving curriculum. Personnel
from DoD, DYNCORP, and NATO are in regular discussions with the Ministry of Interior. The
joint audit reported that “DoD needs the flexibility to... develop a new security-focused
curriculum. Under the current contract arrangement, DoD must coordinate any changes through
INL, which causes delays in implementation.”

3. Under Presidential Decision Directive 71 issued in 2000, the State Department was
originally given the task of training other nations’ police and developing other nations’ judicial
systems during conflict and combat operations. The original intent was that the State
Department would train U.S. policemen and other law enforcement personnel ahead of a conflict
to perform this duty. When was it determined that this function would be contracted out? Who
made this determination?

Response: Please refer this question to the Department of State for response.

4. When making the decision to contract out a large training function previously planned to
be conducted by U.S. policemen under supervision of the State Department, did the State
Department plan for adequate oversight of large training contract? If not, why not?

Response: Please refer this question to the Department of State for response

5. It appears from the joint audit report that the In-Country Contracting Officer
Representatives (I-COR) were not active during their time there as they did not examine invoice,
verify purchase orders, or check on government-furnished equipment. Why did you not
recommend any administrative action against these personnel?

Response: As the Inspector General, we report information related to contract oversight
deficiencies to the Department, It is the Department’s responsibility to undertake the necessary
corrective actions. However, had the OIG team identified any indications of fraud or criminal
behavior, the matter would have been referred to the OIG Office of Investigations. In this case,
the issue was that the I-CORs were assigned to numerous contracts and stretched too thin to
perform all the duties required. This is a contract management issue that can only be corrected by
the Department.
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Questions for the Record Submitted to
Assistant Secretary David T. Johnson by
Senator Claire McCaskill
Senate Subcommittee on Homeland Security and Governmental Affairs
April 15,2010

1. Question: Please indicate the State Department’s plans with respect to the ANP training
program contract for:

A. the number of ICORs in Afghanistan by quarter over the next year

Answer:

INL is staffing up the number of In-country Contracting Officer’s Representatives
(ICORs) for Afghanistan. The specific number routinely fluctuates due to attrition. At its peak
in August 2010, there were eight ICORSs in Afghanistan. To staff-up the number of ICORs, INL
recently selected 25 candidates who are in various phases of processing towards being on the
ground in Afghanistan. Their appoinﬁnent is conditional, pending medical and security
clearances. Of the 25, five currently are on the ground in Afghanistan: eight are in-processing to
be deployed to Afghanistan within 20 days; two have been fully cleared and are starting the in-
processing phase; and ten are awaiting medical and security clearances. Of the 25, fifteen of the
positions are designated specifically for covering the police program and will be dispersed
throughout provinces at each of the Regional Training Centers (RTCs); the remaining ten will

work on other INL programs.

B. the number of site visits by quarter over the next year.
Answer:

It is impossible to specify an exact number of site visits that will occur over the next year
due to the planned change in approach for conducting inspections and surveillance. Currently,

ICORs are dispatched from Kabul to conduct site visits as determined by the Quality Assurance
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Surveillance Plan (QASP) for the ANP training program task orders, which (depending on
security conditions) calls for site visits to be conducted at three remote sites per month. As INL
begins to place ICORs at RTCs across Afghanistan, the paradigm will shift from ICORs being
dispatched for conducting site visits to ICORs predominately conducting inspections and
surveillance (continuously) at the RTCs where they are located. Only a few ICORs will be
dispatched from Kabul to conduct the site visits called for in the QASP. Therefore, the planned
number of visits (minimally) is 21 remote visits per month and is based on seven ICORs being
dispatched to conduct site visits. Since ICORs will generally be located at RTCs, we expect the
amount of inspections and surveillance conducted by ICORs to dramatically increase as they
become part of the ICORs day-to-day responsibilities.

2. Question: With respect to the ANP training program contract, please provide to the
Subcommittee, by quarter over the next year:

A. the actual number of ICORs that the State Department places in Afghanistan

Answer:

INL had eight ICORs in theatre at our peak in August 2010, of which four were dedicated
to the police training task order. Currently, five ICORs are in Afghanistan; all are involved in
the contract oversight of the police training task order. As previously mentioned, INL recently
selected 25 candidates, who are in various phases of processing towards being on the ground in
Afghanistan: five currently are on the ground in Afghanistan; eight are in-processing to be
deployed to Afghanistan within 20 days; two have been fully cleared and are starting the in-
processing phase; and ten are awaiting medical and security clearances. Ultimately, fifteen of
the 25 are planned to focus on the police program. Based on an informal evaluation period, they

are to be converted (non-competitively) to the 3161 status.
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B. the actual number of site visits, announced and unannounced, performed by State Department
contracting officials.

Answer:

INL’s site visits in Afghanistan were performed by ICORs, which amounted to 49 in
2009 and 307 site visits as of mid-September 2010. Site visits are determined by the Quality
Assurance Surveillance Plan (QASP) for the ANP training program task orders which call for
three site visits per month, provided that security conditions are suitable. All site visits are
considered announced since all require travel and security coordination in that type of
environment. The dramatic increase in the number of site visits is attributable to the increase in
staffing.

3. Question: Please explain how the State Department plans to use “3161 employees” to
increase the number of I-CORs, and how these employees were determined to be preferable to
full-time State Department employees.

Answer:

INL personnel in key contract oversight positions in Afghanistan will be full-time, U.S.
Government personnel pursuant to employment authorities under 5 U.S.C. § 3161. According to
the State Department’s Office of Inspector General, this change also should strengthen our
management and internal controls. Based on an informal evaluation period, they are to be
converted (non-competitively) to the 3161 status. This full U.S. government status allows INL
to increase our core in-house expertise and provides the Bureau with some flexibility in moving
personnel between overseas posts and domestic positions.

4. Question: Regarding the $80 million that the Defense and State Department Inspectors

General identified as expired, Mr. Heddell testified that an obligation makes no difference if the
time period expires and the money is not expended.
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Q. Does this contradict the State Department’s claim with respect to these funds? If so, please
explain the contradiction and support for your claim.

Answer:

The Department of State’s position is that the funds in question were obligated before
expiration and within appropriate time to be expended after the end of the period of availability
for obligations. There are a number of factors that define this time period. The Department
complies with obligation requirements as established by a number of statutes and regulations,
including: (1) those pertaining to incurring obligations as well as making expenditures and
disbursements under the Anti-Deficiency Act (31 USC 1341); (2) those pertaining to funds
control and the recording and reporting of government obligations as established under 31 USC
1501 and 31 USC 3512; and, in accordance with Office of Management and Budget Circular No.
A-11 ~ Preparation, Submission and Execution of the Budget. INL examined the funds
appropriated under P.L. 109-234 and P.L. 110-28 and determined that these funds were obligated
timely and within the appropriate period of availability.

Q. If obligated but unexpended funds have expired, can they be used toward outstanding
obligations incurred in the year the funds were obligated?

Funds appropriated under Afghanistan Security Forces Fund (ASFF) do not allow the
Bureau of International Narcotics and Law Enforcement Affairs (INL) to utilize funding in this
manner.
5. Question: Can the Defense Department send contracting representatives to augment the
Department of State in performing oversight of the DynCorp contract?
Answer:

We believe that with the augmentation of overseas staff that is under way, INL will bave

adequate personnel to oversee the DynCorp Task Order. In July 2006, we requested assistance
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with oversight of contractor property management practices overseas from the Defense Contract
Management Agency (DCMA). DCMA's resources were fully occupied by Defense Department
contract requirements and they were unable to provide personnel to assist INL. Given the
general shortage of contract specialists government-wide, we have not recently pursued this
option and have relied on the recruiting efforts by which we are increasing our contract

oversight.
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Post-Hearing Questions for the Record
Submitted to David Johnson
From Senator Tom Coburn

Afghan National Police Training Contracts
April 15,2010

1. Why did the State Department decide to cancel funding for the Defense Contract Audit
Agency in their efforts to conduct audits of DynCorp’s contract activity in Afghanistan?

Answer: The joint report referred to an administrative error, not an affirmative decision, as
cancelling the DCAA audit on DynCorp Task Orders for Afghanistan. The administrative error
arose when all DCAA activities and funding were consolidated into the Department’s Bureau of
Administration. However, DCAA continued charging against INL’s designated funding source,
a Military Interagency Procurement Request (MIPR). The administrative error was corrected
and as of November 2009, the Department was continuing to process payments to DCAA under
a different MIPR instead of the one that INL originated.

2. The joint audit report notes that it was cumbersome to change the curriculum for the
Afghan National Police training due to lengthy coordination between State and DOD.
Are you aware of any coordination between the U.S. government and the Afghan
Ministry of Interior on curriculum for the Afghan National Police?

Answer: All institutional curricula for the Afghan National Police are approved by the Ministry
of Interior (MOI). Curriculum development is regularly coordinated among the international
community and the MOI. In 2008, the State Department established a “Green Cell” for
curriculum development in Kabul. Staffed by professional curriculum writers and language
assistants, the Green Cell coordinates with the MOI, the NATO Training Mission —
Afghanistan/Combined Security Transition Command — Afghanistan (NTM-A/CSTC-A) and
relevant international community partners to draft curriculum in line with the defined needs of
the MOL. The Green Cell and NTMA/CSTCA are in regular communication and enjoy a strong
working relationship. Any delays encountered in curriculum development from the State
Department typically relate to the need for legal review of the curriculum or programmatic
suggestion on how best to strengthen the curriculum, and such delays are not lengthy.

3. Under Presidential Decision Directive 71 issued in 2000, the State Department was
originally given the task of training other nations’ police and developing other nations’
judicial systems during conflict and combat operations. The original intent was that the
State Department would train U.S. policemen and other law enforcement personnel ahead
of conflict to perform this duty. When was it determined that this function would be
contracted out?

Answer: INL uses diverse mechanisms to successfully implement our foreign assistance
programs around the world, including training foreign police officers in conflict and post-conflict
environments. Depending on multiple factors, including the security environment, INL may hire
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former or retired American police or justice experts by contract, or partner with U.S. Federal,
State, local, or tribal law enforcement entities. While contractors certainly figure in INL’s
Afghanistan program, over the past two years, INL has diversified its partner base to include
state, municipal and local law enforcement partners in the police, corrections and justice areas.
Presently, INL has active partnerships with the New York Police Department, the Chicago Police
Department, the Los Angeles County Sheriff, and the Departments of Corrections from the
States of Maryland, New Mexico and Colorado. These partnerships allow INL to bring the best
and brightest of U.S. law enforcement to bear in a number of our overseas programs, can often
mitigate budgetary shortfalls at the state and municipal level, and ensure that the latest in law
enforcement techniques are made available to our international partners.

The Department of State hired civilian police subject matter experts and provided for
their life support by contract, beginning in 1994. The development of civilian police capacity in
Afghanistan is a U.S. national security priority that the State Department has worked hard to
support since the program’s inception in 2002.

4. Why is the State Department and Defense Department unable to work together on the
mission of training the Afghan National Police? If the State Department and the Defense
Department have the same goals in Afghanistan, why can’t the two departments
collaborate on this important task?

Answer: The Departments of State and Defense maintain a collaborative relationship in the joint
implementation of the Afghan National Police (ANP) training and mentoring program. Under its
directive authority, the Department of Defense has provided the overall and specific instruction
to the Department of State on where and how training and mentoring efforts should be focused in
line with mission priorities. The Department of State responds with solutions to meet the
identified requirements. For example, the vision for and implementation of the Embedded Police
Mentor (EPM) program this year exemplifies how close collaboration between the two
departments has resulted in the rapid implementation of a priority program for development of
capacity in the Afghan National Security Forces. In spring 2010, following GAO’s
recommendation that Defense should conduct a full and open competition of its police program
contract, Defense requested State to assist in bridging the program requirements until it could
award its own contract in late 2010. State complied not only with the extension of the existing
training/mentoring program, but also by implementing a second effort to staff up 308 embedded
law enforcement efforts, as requested by Defense. In just four months, State competed, awarded
and implemented the EPM program. Our law enforcement advisors are embedded with U.S.
military Police Mentor Teams and partnered with the ANP in priority locations to provide
intensive, on-the-job support aimed at rapidly developing the operational capability of the ANP.
This program, which is contractually administered by State and operationally supported by
Defense, has been highlighted as a model for civilian-military cooperation.

5. When making the decision to contract out a large training function, did the State
Department plan for adequate oversight of large training contract? If not, why not?

Answer: The Department of State responded to rapidly emerging requirements in the best
manner possible to meet immediate and emerging needs in a challenging operating environment.
Since 2005, INL has been making continuous improvements to adequately staff and monitor
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large training programs including those that involve contracted subject matter experts,
implementers, and support staff.

6. It appears from the joint audit report that the In-Country Contracting Officer
Representatives (I-COR) were not active during their time there as they did not examine
invoice, verify purchase orders, or check on government-furnished equipment. Have you
taken any administrative action against these personnel?

Answer: INL differs in the interpretation of the joint report’s description of activities involving
In-Country Contracting Officer Representatives (I-CORs). INL agrees with the report’s finding
that there were ICOR staffing shortages at post at the time of the joint review; however, those
staff present performed their duties. No invoices were approved for payment without a proper
review, which included an additional stateside review by the Contracting Officer’s
Representative and his administrative support staff. In all cases, INL signed invoices and
authorized payment under a “provisional payment” contract modification, which allows the
Bureau to reconcile 100% of all program invoices for the life of the task order.
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Post-Hearing Questions for the Record
Submitted to
Mr. David Samuel Sedney
From Senator McCaskill

“CONTRACTS FOR AFGHAN NATIONAL POLICE TRAINING”

Thursday, April 15, 2010, 2:00 P.M.
United States Senate, Subcommittee on Contracting Oversight,
Committee on Homeland Security and Governmental Affairs

1) During the hearing, you testified that more military trainers were needed.

Q. Does the Defense Department plan to send more military trainers to Afghanistan for
police training?

Q.  If so, how many? If not, why not?

Answer: The shortage of NATO institutional trainers and fielded mentors remains one of the
most significant challenges to the growth and development of the Afghan National Police (ANP).
Over the past months, the United States has worked with NATO and other Coalition partners to
attempt to fill these shortfalls both by sending U.S. forces, as a temporary solution to the
shortfall, and encouraging NATO to fill gaps. As of September 2010, the total requirement for
ANP trainers is 886 personnel. Of this amount, 300 trainers are in place and 169 trainers have
been pledged. Currently, there is a shortfall of 417 ANP trainers. The United States will
continue to encourage its Allies to fulfill their commitments to provide trainers for these
positions.

2) During the hearing, Mr. Heddell testified that better trainers were needed.

Q. If the Defense Department believes that more military trainers are the answer, then
why are we continuing with the use of contractors instead of military trainers?

Q. Has the Defense Department considered terminating the contract and performing the
mission solely with military trainers?

Answer: Successful training of the Afghan National Police (ANP) is dependent on sufficient
numbers of police trainers with the right skills and background. The Department of Defense uses
a mix of military and contracted trainers for its training mission in support of the ANP to achieve
the needed skills in needed numbers. In many instances, military trainers are used to provide
basic training in survivability, marksmanship, and other skills. However, police training requires
a skill set that civilian police officers can best provide, so it is necessary to have contracted
police professionals who can bring this skill set to the ANP training mission.
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3) During the hearing, you testified that under the Combined Joint Statement of Requirements,
NATO has 400 billets for trainers. Please provide the following information in regard to U.S.
and other countries’ military trainer contributions.

A. Country

B. Number of trainers

C. Type of unit (e.g., Carabinieri, Gendarmerie)
D. Role in training the ANP

Answer: The following information provides the breakdown of NATO Training Mission-
Afghanistan (NTM-A) police trainers by country (as of August 24). The Department of Defense
(DoD) is not able to track bilateral training efforts between the Government of Afghanistan and
other countries. DoD does not collect data on the type of training conducted, but the trainers
generally are involved in areas such as basic recruit training, specialized training, and Afghan
National Civil Order Police (ANCOP) training.

Spain: 2

France: 29 / Gendarmerie
United Kingdom: 15

Italy: 120/ Carabinieri
Poland: 14

Contracted Trainers: 211

TOTAL: 391

4) Given the State Department’s extension of the DynCorp contract, how does the Department
of Defense plan to work with the Department of State for any modifications that need to be
made quickly under the ANP contract?

Answer: Until the Department of Defense (DoD) awards a police training contract based on full
and open gompetition, DoD has requested that the Department of State (DOS) extend its current
police training contract and implement certain interim changes to DOS’s Afghanistan police
training program. The Combined Security Training Command-Afghanistan (CSTC-A)
specifically requested the following:

1. Allow DynCorp trainers to train Afghan National Police (ANP) directly. In addition to
train-the-trainer requirements, contracted trainers are needed to provide direct training to
the ANP because of a shortage of Afghan instructors as a result of increased demand.

2. Allow more flexibility for Embassy Kabul to make changes to the contract that is within
the current Statement of Work.

3. Increase the qualifications and technical expertise of the trainers hired for the mission.
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4. Continue to increase DOS oversight of the contract, including addressing issues raised by
the DoD and DOS Inspectors General.
5. Implement a new program to embed contracted trainers in the district with the ANP.

DOS is meeting all of these goals through the extension of its existing task order and the recent
issuance of the Embedded Police Mentor task order.

5) During the hearing, you testified that continued and repeat training is required. How is the
Defense Department planning to meet this requirement?

Answer: The Department of Defense (DoD) is undertaking several initiatives to ensure that the
Afghan National Police (ANP) receive the required training. These initiatives include:

o Expanding the training capacity by 3,600 seats by December 2010 to ensure there is
sufficient capacity to train the ANP personnel required to meet growth goals;

* Implementing the new “recruit-train-assign” policy to ensure that the ANP personnel
receive initial training before they are deployed to their districts; and

o The International Security Assistance Force (ISAF) is increasing the number of Coalition
forces partnered with the ANP. The partnering of Coalition forces with the ANP is the
most effective way to improve the quality of the force.

6) During the hearing, Mr. Heddell testified that for the ANP training program to be successful,
DOD needs a way to dismiss corrupt officials. Does the Defense Department have a plan to
identify, review, and dismiss corrupt officials?

Answer: The Department of Defense (DoD) works with the Ministry of Interior (MOI) to
identify and facilitate the dismissal of corrupt officials. As part of this effort, the MOI, with
assistance from DoD and the Federal Bureau of Investigation (FBI), established the Major
Crimes Task Force (MCTF) within the MOIL. The MCTF conducts criminal investigations into
allegations of senior-level corruption, investigates organized criminal networks, and investigates
high-profile kidnappings committed by persons against Government of Afghanistan individuals,
property, or interests.

7) You testified that “tens of thousands of Afghan National Police are doing a good job, are not
corrupt, . . . are committed to their country and they often don't have the right resources. They
don't have the right training whether it's ineffective sights, ineffective equipment. Whether
they're using unarmored vehicles when they -- instead of armored vehicles in areas where IEDs
are the biggest killers of people.”

Q.  Who is responsible for providing these resources?
Q.  When and how does the Department of Defense plan to remedy these shortcomings?

Answer: The current equipping strategy for the Afghan National Police (ANP) is focused on
providing critical “move, shoot, communicate™ assets for accelerated unit fielding to reach the
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end-strength goal of 134,000 personnel by October 2011. The ANP is being fielded with former
Warsaw Pact-type weapons, including the AK47. NATO Training Mission-Afghanistan (NTM-
A) and Combined Security Transition Command-Afghanistan (CSTC-A) have implemented
several initiatives to increase the overall survivability of the ANP force, which is taking the
majority of Afghan Natjonal Security Forces (ANSF) casualties. One of the biggest
improvements is the fielding of Up-Armored High-Mobility Multipurpose Wheeled Vehicle
(HMMWYV) (UAH) variants for the ANP, as most ANP personnel are currently traveling in un-
armored pick-up trucks. The ANP have a requirement for 2,378 UAH gun trucks, 2,576 UAH
trucks with armored troop enclosures, and 200 UAH ambulances. Of the 5,154 total UAH
requirement, 1,594 are on-hand, and the remainder have been sourced or are on order. NTM-A
and CSTC-A continually reassess this requirement based upon the security situation and force
requirements.

9) How many contracting officer representatives does the Defense Department believe are
necessary to send to Afghanistan for the police training contract? When will these individuals
be sent?

Answer: The Department of Defense is taking steps to ensure active and effective oversight of
the new Afghan National Police contract. Although still being developed, the current plan is to
hire 14 fielded Contracting Officer Representatives (CORs). We believe this is adequate to
support the requirements of the contract. Additional CORs will be used on the contract but will
be fulfilled with in-country U.S. military personnel. The plan is to have CORs in place for
contract transition but no later than contract award.

10) Can the Defense Department send contracting representatives to augment Department of
State in performing oversight of the DynCorp contract?

Answer: The DoD is limited in the assistance it can provide to another agency in contract
management. Contracting Officers have responsibility for contract oversight and must retain
control over all aspects of contract performance. For this reason, formal delegations of authority
for contract administration must be limited to employees of the contracting agency. According to
DOS Acquisition Regulations, only DOS employees may be appointed as Contracting Officer's

Representatives because the DynCorp contract is with DOS. Once DoD awards its new police

training contract, DoD contracting representatives will have an important role in implementing
the transition of the program from DOS to DoD.
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Post-Hearing Questions for the Record
Submitted to David Sedney
From Senator Tom Coburn

Afghan National Police Training Contracts
April 15,2010

1. Why did the Army try to circumvent the federal acquisition regulation to award what
would have been a billion-dollar sole-source contract?

Answer: With respect to the contract for the Afghan National Police (ANP) training program,
the Army did not circumvent the Federal Acquisition Process nor attempt to circumvent any laws
or regulations.

In August 2009, U.S. Ambassador to Afghanistan Karl Eikenberry and Commander, U.S.
Forces—Afghanistan, General Stanley McChrystal jointly directed that the Department of
Defense (DoD) assume management of the ANP training contract from the Department of State
(DoS). The Combined Security Transition Command-Afghanistan (CSTC-A) selected the
Counter-Narcoterrorism and Technology Program Office (CNTPO) and the U.S. Army Space
and Missile Defense Command/Army Strategic Forces Command (USASMDC/ARSTRAT) to
oversee the development of an appropriate acquisition strategy for the ANP program.

CNTPO had an existing contract already in use for Afghan Border Police (ABP) training, which
had been competed on a full and open basis on August 24, 2007, resulting in five multiple award
indefinite delivery/indefinite quantity (MAIDIQ) contracts. CNTPO/USASMDC concluded that
the existing MAIDIQ contracting vehicle for the ABP training included a scope of work similar
to the new ANP training requirement.

The strategy developed for procuring the required services for the ANP training called for the
issunance of task orders under the existing MAIDIQ contracts with CNTPO. The task orders for
the training of the ANP and for the ANP program logistic requirements were competed among
the five MAIDIQ contract holders in accordance with Federal Acquisition Regulation (FAR)
16.5 Fair Opportunity process, using the selection criteria within the IDIQ contract. The original
IDIQ competition complied with the Competition in Contracting Act and the subsequent task
orders were competed amongst all five contract holders; therefore, the award would not have
resulted in a sole-source contract.

Regardless, before any task orders could be issued under the MAIDIQ contracts for the ANP
requirements, the Government Accountability Office (GAO) determined that the task orders for
the ANP program were outside the scope of the MAIDIQ contracts, and the ANP training
contract was not awarded. DoD is currently conducting a full and open competition for the ANP
training contract.
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2. Why is the State Department and Defense Department unable to work together on the
mission of training the Afghan National Police?

Answer: The Department of Defense (DoD) and Department of State (DoS) have a strong
working relationship on Afghan National Police (ANP) issues. DoD did not take over the basic
police training contract as a result of any inability of the two departments to work together;
rather, the contract was transferred to improve command and control in the field and to allow
DoD better accountability over the Afghan Security Forces Fund (ASFF). Additionally, both
departments agreed that DoD would be better positioned to provide counterinsurgency training to
the ANP, which the ANP needs for the current environment in Afghanistan.

DoD and DoS continue to work closely to implement the program to train and develop the ANP.
As the traditional interagency lead on police issues, DoS continues to provide advice and
expertise. The transfer of the contract from DoS to DoD will not impede our ability to work
together in the future on this issue.

3. Was the Afghan Ministry of Interior consulted when the United States decided to use
Afghan National Police less in a law enforcement role and more in a paramilitary role? If so,
what was their opinion of this change? :

Answer: The Department of Defense works closely with the Afghanistan Ministry of Interior
(MOI) in all police training efforts and includes them in all decision making. The Minister of
Interior is in agreement with the Afghan National Police (ANP) development program. The
Afghanistan National Police Strategy, which Minister Atmar signed in March 2010, describes the
current threat situation and includes the need for a more counterinsurgency-capable police force.

4, According to the NATO training mission website, the Combined Security Transition
Command-Afghanistan Assistant Commanding General for Police Development is BG Anne
MacDonald, an Army helicopter pilot. At first glance, this seems incongruous and that a
Military Police general officer would be a more appropriate fit for this position. There are
currently 18 military police generals in the Army, 5 active, 5 reserve, and 8 National Guard.
Also, according to the Defense Department General MacDonald is the first General Officer to
hold this position. What is the rationale for selecting a general with a significant aviation
background over one of the 18 military police generals in the Army for the senior police adviser
position?

Answer: The mission set of the Assistant Commanding General for Police Development at
NATO Training Mission-Afghanistan (NTM-A)/Combined Security Transition Command-
Afghanistan (CSTC-A) benefits from a wide variety of skill sets, only one of which is having
actual military police skills. The skill required for this job is the ability to lead and manage a
large organization to man, train, and equip the Afghanistan Security Forces. Brigadier General
Macdonald has an outstanding resume that includes exceptional leadership positions in the U.S.
Army managing large organizations, and she has done an exceptional job. The Assistant
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Commanding General for Police Development has a large staff that includes U.S. military police
as well as international gendarmerie personnel to provide specific police advice.

5. In your opinion, should the Army consider a military police general for the next person
scheduled to assume the senior police adviser position?

Answer: We believe the Army should consider military police as well as other qualified general
officers to be the Assistant Commanding General for Police Training.

6. What coordination will the Defense Department do with the Afghan Ministry of the
Interior on future training needs for the Afghan National Police?

Answer: The Department of Defense (DoD) coordinates all training with the Ministry of Interior
(Mol). To better increase capacity, the MOI recently established a Police Training Command.
This organization executes the training requirements and education within the Afghan National
Police (ANP). NATO Training Mission-Afghanistan NTM-A)/Combined Security Transition
Command-Afghanistan (CSTC-A) established a Combined Training Advisory Group-Police
(CTAG-P) that will assist in mentoring and developing MOI’s Police Training Command.

7. According to the joint report, deaths of Afghan National Police (ANP) have risen from an
average of 24 a month in 2006 to over 120 a month in 2009. Is the result of inadequate and
reduced training?

Answer: The ANP casualties increased from 2006 to 2009 because insurgents are targeting them
more often. The ANP are more attractive targets because they operate in small groups and often
at remote locations. They also are not armed as well as the Afghan National Army (ANA) and
operate in a more predictable manner (at check points and patrol routes.)

8. Can you assure the committee that, after more than eight years of operations there, the
Department of Defense has adequate contracting officer representatives (CORs) in Afghanistan
today to oversee the police training contract? If not, why not?

Answer: Currently, the Department of State holds the basic police training contract and the
Department of Defense (DoD) is conducting a full competition for a follow on-contract. As part
of our planning for the replacement contract we are looking to put a structure in place, similar to
what had been planned under the proposed Counter-Narcoterrorism and Technology Program
Office (CNTPO) contract, to ensure DoD has the proper level of CORs as well as quality
assurance officers and property managers.
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DEFENSE CONTRACT AUDIT AGENCY
AUDIT REPORT NO. 3181-2007D17900008

November 27, 2009

PREPARED FOR: Office of Acquisition Management (A/LM/AQM)
Department of State

ATTN: Branch Chief, Quali Assurance-
P.0. Box

PREPARED BY:  DCAA Fort Worth Branch Office

DynCorp International LLC Suboffice
PO Boxi

Telephone No. 817)

FAX No. (817)
E-mail Address dcaa.mil
SUBJECT: Report on Audit of Labor Hour Billings through Public Voucher 1473-37,

under Contract No. S-LMAQM-04-C-0030, Task Order S-AQMPD-05-F-
1473 (Afghanistan)

REFERENCES: Relevant Dates: See Page 25

CONTRACTOR: DynCorp International LLC
PO Box 961217
Fort Worth, Texas 76161-1217

REPORT RELEASE RESTRICTIONS: See Page 26

CONTENTS: Subject of Audit
Scope of Audit
Results of Audit
Contractor Organization and Systems
DCAA Personnel and Report Authorization
Audit Report Distribution and Restrictions
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Audit Report No. 3181-2007D17900008
SUBJECT OF AUDIT

As requested by the Bureau of International Narcotics and Law Enforcement Affairs,
Department of State, on April 16, 2007, we examined DynCorp International LLC’s (DI) direct
labor hours on Contract No. S-LMAQM-04-C-0030, Task Order (TO) S-AQMPD-05-F-1473
(Afghanistan). This task order provides for the maintenance and operation of a Central Training
Center and Regional Training Centers providing basic skills training for the Afghanistan
National Police, Border Police, and Highway Patrol. The task order period of performance was
September!6, 2004 thru August 31, 2005,

The accumulation, recording, and reporting of cost incurred and billed on contracts is the
responsibility of the contractor. Our responsibility is to express an opinion on the claimed labor
costs based on our examination.

SCOPE OF AUDIT

We conducted our examination in accordance with generally accepted Government
auditing standards (GAGAS), except DCAA does not currently have an external opinion on its
quality control system as required by GAGAS 3.55. The most recent external quality control
review opinion expired on August 26, 2009. A review of DCAA’s quality control system is
currently being performed. Those standards require that we plan and perform the examination to
obtain reasonable assurance about whether the data and records examined are free of material
misstatement. An examination includes:

e evaluating the contractor’s internal controls, assessing control risk and determining
the extent of audit testing needed based on the control risk assessment;

* examining, on a test basis, evidence supporting the amounts and disclosures in the
data and records evaluated;

e assessing the accounting principles used and significant estimates made by the
contractor;

» evaluating the overall data and records presentation; and

¢ determining the need for technical specialist assistance.

We evaluated the direct labor hours incurred using the applicable requirements contained
in the:

Federal Acquisition Regulation (FAR);

Department of State Acquisition Regulations (DOSAR);

Cost Accounting Standards (CAS); and

Terms and Conditions of Contract No. S-LMAQM-04-C-0030.

e & & »

As addressed in Audit Report No. 3181-2007D11070001 issued October 15, 2009, we
determined DI's control environment and overall accounting system, policies, and procedures are
inadequate. We also consider the billing system to be inadequate in Audit Report No. 3181-
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2009D11010001 issued April 23, 2009 (see Contractor Organization and Systems section, page
11, for detailed explanation of the billing system internal control deficiencies). In addition, we
determined that DI’s compensation system and related internal controls, policies, and procedures
are inadequate in Audit Report No. 3181-2008D13020001 issued April 29, 2009. As addressed
in Audit Report No. 03181-2007D13010001 issued March 18, 2009, we determined DI’s labor
system and related internal controls, policies, and procedures are inadequate. Our audit scope
reflects our assessment of control risk and includes audit tests designed to provide a reasonable
basis for our opinion.

RESULTS OF AUDIT

In our opinion, _ of the - claimed direct labor costs incurred during
the period of September 16, 2004 through August 31, 2005 on Contract No. S-LMAQM-04-C-
0030, Task Order (TO) 1473 are provisionally approved pending final acceptance. Final
acceptance of amounts claimed under Government contracts does not take place until
performance under the contract is completed and accepted by the cognizant authorities and the
audit responsibilities have been completed.

We discussed the results of our examination with Ms. Dee Tansey, Director DI CIVPOL
Contracts, in an exit conference held on June 4, 2009. Ms. Tansey concurred with the audit
results.

The results of our examination are presented below:

Base Year:
CLIN Description Claimed Questioned Difference  Note
0015 Commanders/Executive Officers $

0020 Law Enforcement / Police Advisors

0024 Interpreters

0025 Program Manager

0026 Deputy Program Manager

0027 Logistics Supervisor

0028 Logistics Coordinator

0029 Physicians Assistant

0030 Registered Nurse

0031 Medics

0032 Administrative Assistants
TOTAL -~ Base Year

(Note |
- $
- 2

2
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Option Year 1:
CLIN Deseription
1009 Supervisory/Management Officer
1015 Commanders/Executive Officers
1020 Law Enforcement / Police Advisors

107

Claimed

1024 Interpreters

1025 Program Manager

1026 Deputy Program Manager
1027 Logistics Supervisor
1028 Logistics Coordinator
1029 Physicians Assistant
1030 Registered Nurse

1031 Medics

1032 Administrative Assistants

1044-Other  Fixed Rate Labor — Other

14:41 Apr 06, 2011

TOTAL — Option Year |

Fixed Rate Labor — US Site Sec.
Fixed Rate Labor — FN Site Sec.

Rounding

TOTAL — Base & Option Year 1
EXPLANATORY NOTES
1. Difference

Questioned Difference Note
(Note 1)

The amounts in this column are presented solely for the convenience of the procurement
activity in developing its negotiation objective. They represent only the arithmetic difference
between the amounts proposed and the related questioned costs. You should not consider the
amounts to be audit approved or recommended amounts.

2. Law Enforcement / Police Advisors (CLINs X020)

a. Summary of Conclusions:

We take no exception to the labor costs billed under CLINs 0020 and 1020.

b. Basis of Contractor’s Cost:

The contractor based its amounts billed through Voucher 1473-37 on
claimed on . The were a
rate of]
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. Total labor costs billed under CLIN

C. Audit Evaluation:

For labor CLINs X009-X032, we limited our review to CLIN 0020, Law Enforcement /
Police Advisors, as this represented. percent of all the labor charged on TO 1473 for these
CLINs. We selected a statistical sample of employees that charged hours on CLINs 0020 and
1020. We obtained Foreign Service Agreements (FSA), timecards, and advice of payments (pay
stubs) for the sampled employees and reconciled the hours billed to the time cards and advice of
payments,

We reviewed sampled employee’s personnel files to determine if each hired employee

possessed the necessary qualifications to meet the minimum contract requirements. We noted no
exceptions.

3. Fixed Rate Labor CLIN 1044-10 Site Security (US)

a. Summary of Conclusions:

We take no excéption to the labor costs billed under CLIN 1044, category 10 for U.S. Site
Security personnel.

b. Basis of Contractor’s Cost:

The contractor based its amounts billed through Voucher 1473-37 on
as established through

for a total billed amount of

c. Audit Evaluation:

For the fixed-rate labor CLIN 1044, we limited our review to categories 10 (Site Security
— US) and 23 (Site Security — FN), as these rﬁsented. percent of all the labor charged on TO

1473 for CLIN 1044. Category 10 represent: percent of CLIN 1044 labor costs. We selected
a statistical sample of employees who charged hours on CLIN 1044 category 10. We obtained
Foreign Service Agreements (FSA), timecards, and advice of payments for the sampled
employees.

4
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4, Fixed Rate Labor CLIN 1044-23 Site Security (Foreign Nationals)

a. Summary of Conclusions:

We take no exceptions to the labor costs billed under CLIN 1044, category 23 for foreign
nationals site security.

b. Basis of Contractor’s Cost:

The contractor based its amounts billed through Voucher 1473-37 on
as established

c. Audit Evaluation:

For the fixed-rate labor CLIN 1044, we limited our review to categories 10 (Site Security
— US) and 23 (Site Security — FN), as these represented. percent of all the labor charged for
CLIN 1044 on TO 1473. Category 23 represents. percent of CLIN 1044 labor costs. We
selected a statistical sample of employees who charged hours on CLIN 1044 category 23. We
obtained Foreign Service Agreements (FSA), timecards, and advice of payments for the sampled
employees.

5
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CONTRACTOR ORGANIZATION AND SYSTEMS

1. Organization

DynCorp International, LLC (DI) is a provider of a broad range of technical services to
civilian and military Government agencies and commercial customers. It provides law
enforcement training and support, security services, base operations, logistics support and
aviation services and operations. DI’s primary customers include the Department of State; the
Army, Air Force, Navy and Marine Corps (Department of Defense); the Department of
Homeland Security and commercial customers and foreign governments.

DI is headquartered in Falls Church, Virginia, with the accounting, payroll, accounts
payable, human resources, information technology, and billing functions located in Fort Worth,
Texas. DI is listed on the New York Stock Exchange (NYSE) under the symbol “DCP”. Total
DI revenues for Fiscal Year (FY) ended April 3, 2009 (FY 2009) were $3.09 Billion. DI projects
estimated revenue of $3.6 Billion in FY 2010. As of March 28, 2009 DI had over 21,200
employees in 34 countries, and 50 contracts with more than 75 task orders ranging in duration
from three to ten years.

DI operates through four core operating segments: Global Linguist Solutions (GLS),
Global Stabilization & Development Solutions (GSDS), Field Service Operations (FSO) and
Aviation & Land Support Solutions (ALSS). Two of the operating divisions, FSO and ALSS
reside under an intermediate home office, Global Platform Support Solutions (GPSS).

The Global Linguist Solutions (GLS) segment is a 51 percent-owned populated joint
venture with McNeil Technologies created to compete for the INSCOM contract to provide
linguist and translation services to US forces in Iraq. Prior to FY 2010 it was a subsidiary under
the former International Security Services (ITS) segment. DI has projected FY 2010 revenues for
GLS in the amount of $700 million.

The Global Stabilization & Development Solutions (GSDS) segment provides
international civilian police training, security and mentoring, infrastructure development, and
operations and logistics support. Major contracts performed under the GSDS segment include
but are not limited to the LOGCAP IV and War Reserve Material contracts, and Department of
State CIVPOL contract. DI has projected FY 2010 revenues for GSDS in the amount of $1.5
billion. Additionally, this segment contains two unpopulated joint ventures, PaTH and CRS.

The Global Platform Support Solutions (GPSS) functions as an intermediate home office
for Field Service Operations (FSO) and Aviation & Land Support Solutions (ALSS). It includes
the business operations previously under the Maintenance & Technical Support Services (MTSS)
segment, as well as the Company’s domestic and international aviation activities, including fire-
fighting, specialty aviation and narcotics crop eradication.

6
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The Field Service Operations (FSO) segment provides field maintenance and support
services for military equipment. A major contract performed under FSO is the Contract Field
Teams (CFT) contract. DI has projected FY 2010 revenues for FSO in the amount of $393
million.

The Aviation & Land Support Solutions (ALSS) segment provides logistics and aviation
support services. DI has projected FY 2010 revenues for ALSS in the amount of $1.1 billion.

2. Accounting and Management Systems

Audit Status of Accounting and Management Systems
Systems Audited Status Report Date
Budget and Planning (Limited Scope) Inadequate 11/19/2009
Control Environment and Overall Accounting Controls | Inadequate 10/15/2009
Labor Inadequate 03/18/2009
Billing Inadequate 04/20/2009
Compensation Inadequate 04/29/2009
Information Technology Inadequate in Part | 04/17/2007
Scheduled
Systems Scheduled for Audit Completion
Purchasing . FY 2010
Estimating FY 2010
Indirect and Other Direct Costs FY 2011
Systems To Be Reviewed for Applicability
Material Management and Accounting FY 2011

For the systems not yet audited, the scope of our examinations continues to include
increased tests of compliance with applicable laws and regulations that we believe provide a
reasonable basis for our audit opinions.

3. Control Environment and Overall Accounting System

As addressed in Audit Report No. 3181-2007D11070001 issued October 15, 2009, we
determined DI’s control environment and overall accounting system, policies, and procedures are
inadequate. Test procedures were applied from June 24, 2008 through September 25, 2009. We
identified ten significant deficiencies which are summarized below:

¢ Inadequate Employee Training Compliant with Company Ethics Program
Requirements

7
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s Inadequate Policies and Procedures Regarding Disclosure of Information as Required
by Government Laws & Regulations

Inadequate Delineation of Authority

Inadequate Requirements for CAS and FAR Compliance Training

Lack of Advanced Agreement Process

Inadequate Reconciliation Procedures

Inadequate Policies and Procedures for Monitoring and Segregating Unallowable Cost
Inadequate Written Procedures for Project Accounting

Inadequate Written Procedures for Adjusting Costs

Inadequate Process to Identify Disclosure Statement Changes

® @ & © & 5 o

As a result of our control risk assessments, we will perform increased substantive testing
(i.e., analytical procedures and/or transactions testing) in the areas of Contract Pricing, Defective
Pricing, Incurred Material Costs, Incurred Labor Costs, Incurred Indirect/ODC Costs, Billings,
Close-outs, Disclosure Statements, and CAS Compliance (especially for CAS 401 and 402
related issues).

overall accounting controls. DI maintains accounting control through the financial
system general ledger. Entries into the system are accomplished by automated and manual
journal entries (JEs).

DynCorp International LLC (DI} Corporate Finance Officer (CFO) is resionsible for the

The financial system was implemented in November 2004 and was upgraded to
version in July 18, 2008. Prior to the implementation of — DI used two other
accounting software platforms. The timeline of DI's systems is shown below.

. - February 1999 to March 2006

. — December 1991 to current

. - November 2004 to current

There are currently no active contracts being accounted for in Three active
contracts (LAQ, PSD, and CFT/FLD) were never migrated into and are still being

accounted for in—l. All other active contracts are accounted for in

JE’s can be initiated by sites, Accounting the

group, or Accounting. Accounting and the are responsible for
journal entries at the level while Accounting is responsible for consolidated
and home office related entries. The decision of who processes certain JE’s for a project is
decided on a project by project basis. The type of JE and reason for the JE determines which
group Accounting or the rocesses the JE. JE’s that are program specific and
initiated by sites are usually processes by Accounting while more general/recurring (e.g.,
adjustments, intercompany, etc.) JE’s are normally processed by thei.

8
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DI operates through four core operating segments: Global Linguist Solutions (GLS),
Global Stabilization & Development Solutions (GSDS), Field Service Operations (FSO) and
Aviation & Land Support Solutions (ALSS). Two of the operating divisions, FSO and ALSS
reside under an intermediate home office, Global Platform Support Solutions (GPSS). Unlike
GSDS and GPSS, GLS does not have- accountants. GLS billing and‘ accounting is

performed by the GSDS segment.
After all cost and revenue has been recorded, the. Accountant initiates a process in

to convert the monthly data to a file that can be read by- The file is submitted

to the Director who initiates a process to convert the data
into a journal entry that can be uploaded into - The journal entry is provided to the
Accountant in the* Department. The file is uploaded and provided to the
Manager for approval and posting. Once the files have been loaded into

data is extracted by the Administrator.

The consolidation process is executed at the in— by
the Department.  Consolidated financial
statements are produced through an upload of source ledger data i

consolidation software, . Upon notification from the Manager that the
data in is complete, a “test close” is performed in to confirm that
no transactions remain unposted. All modules within or the month are closed with the
exception of hich is used for testing. (This module will be closed upon notification from

. that it is no longer needed.) An email is sent to the Manager confirming the
pertod close. Once the modules are closed, the data load into begins.

Administrator extracts financials from — into a MS
He verifies that each organization trial balance nets to zero

(C2160) Next, he reconciles to . The
(or authorized designee) authorizes the to close . The

i (or authorized designee) reviews and approves the close
documents, which are retained by the Administrator. See sub-process

211 for more details.

If accounting adjustments are required after the — accounting close, JEs will be
made directly into i These h entries are referred to as top-sided adjustments.
Top-sided entries must be reviewed and approved by Accounting before the
Department inputs them into . The level of approval depends upon the

type and materiality of the adjustment. This is documented in the Approval Process for-
I e

DI has identified various levels of internal controls within the organization. Specifically,
there are- Level Controls (ELC’s), Level Controls (CLC’s), and Sarbanes Oxley
(SOX) or process controls, CLC's are at the company level and examples would be journal entry
approval, excel spreadsheet controls and balance sheet reconciliations. - level controls

9
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(ELC's) pertain to corporate governance and examples would be employee hotline monitoring,
audit committee meetings and charters, mternal audit qualifications, presentations and the related
charters. DI also has written Policies and Procedures at various levels including, policy
statements, DI procedures, and desk procedures.

Sarbanes Oxley

In CFY 2008 DI developed new standards over the documentation of Internal Controls to
meet the requirements of the Sarbanes-Oxley Act of 2002.

Policy Statement (PS). provides a basic understanding of the Sarbanes Oxley Act of
2002 (The Act) Section 404 and the method that DynCorp International will utilize to meet the
objectives and requirements of Section 404 of the Act.

Per PS.

Section 404 of the Sarbanes Oxley Act of 2002 requires annual reports filed by public
companies to include a staternent of management’s responsibility for establishing and
maintaining an adequate internal control structure and procedures for financial reporting
and a Management assessment, of the effectiveness of the company’s internal control
structure and procedures for financial reporting as of the end of the fiscal year.

DP’s q Team was responsible for establishing a library of controls (or control
activities) by 5 i.e.& etc. Utilizing
experience and judgment, the team Director and Managers will then determine key
controls by reviewing all control activities within the defined scope, assessing the control
activities relative to financial statement assertions and ensuring that sufficient key

controls are selected to meet required control objectives.

DI has identified and written descriptions for a total of B control libraries
rocesses, (eneral categories include

DI’'s CLC number Documentation 1s reviewed on a
basis to ensure that all changes in processes, controls and risks in the control
environment are reflected in the documentation.

interfaces with other management system applications and the inputs into

are essentially the outputs from those other systems. DI has a complicated IT design
whic includes# to the- financial system. There are risks at each

interface for a loss of data.

Re]ated- systems that impact the accounting system and- are as follows:

10
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and

. 8 5 & @

Details of each major application interface and any identified deficiencies within them are
discussed below in the relevant paragraphs.

4. Information Technology System

As addressed in Audit Report No. 3311-2006Q11510001 issued April 17, 2007, we
determined DDI’s Information Technology (IT) System general internal controls are inadequate in
part. We reported the following conditions:

e The contractor does not have a comprehensive contingency (disaster recovery) plan
for IT operations;

* The contractor does not monitor its violation and security activity reports;

* The contractor does not have a formal IT security awareness program; and

s The contractor does not have policies, procedures and processes for monitoring
user accounts.

The contractor developed a Corrective Action Plan in response to our audit; however,
implementation of the corrective actions was delayed. As of September 21, 2009, DI has
asserted that all tactical corrective actions have been implemented with more long range,
Sirategic actions in process (c.. #
#). Once all corrective actions are complete and there is sufficient data for testing, a
ollow-up audit will be conducted and the results of our verification of the contractor’s corrective
actions provided. Pending completion of this audit, the scope of our related examinations will

continue to include increased tests of compliance with applicable laws and regulations to provide
a reasonable basis for our audit opinions.

5. Billing System

As addressed in Audit Report No. 3181-2009D11010001 issued April 23, 2009, we
determined DI's billing system and related internal controls, policies, and procedures are
inadequate. Test procedures were applied from December 2008 through March 30, 2009. We
identified five significant conditions which are summarized below:

¢ DI does not have adequate controls in place to assure contract briefs contain adequate
information for the billing department to prepare current, accurate, and complete cost
vouchers in accordance with the contract terms.

¢ DI does not have adequate controls in place for charging costs per FAR 31.202 and
DI’s disclosure statement.

1
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e DI does not have adequate written policies and procedures for its assessment and
administration of subcontractor billings.

¢ Dl does not have adequate controls in place to prepare and submit vouchers correctly.

e DI does not have an Incurred Cost Schedule 1 in its FY 2005, 2006, 2007, and 2008
incurred cost submissions as required by the Allowable Cost and Payment clause,
FAR 52.216-7.

Subsequent to the report cited above, an internal control deficiency, relating to vouchers
of DI's Global Linguist Solutions (GLS) segment, was identified during the examination of paid
vouchers. This deficiency was reported in a flash report, Report No. 3181-2009D11010003,
dated  September 16, 2009. Specifically, the deficiency identified during the voucher
examinations related to DI’s failure to adequately monitor its subcontractor billings to ensure the
billings complied with the terms of the negotiated subcontract agreements. GLS’ failure to
adequately monitor subcontract billings resulted in an overpayment totaling $1.8 million, which
GLS has since credited back to the Government.

As a result of our control risk assessments, our audit effort will be increased for billings,
closeouts, financial capability, CAS, and other costs. The contractor has developed a Corrective
Action Plan in response to our original and, as of September 4, 2009, DI has asserted that all
corrective actions have been implemented. Once there is sufficient data for testing, a follow-up
audit will be conducted and the results of our verification of the contractor’s corrective actions
provided. Additional testing will also be performed to assess correction of the deficiency noted
in the flash report cited above. Pending completion of this audit, the scope of our related
examinations will continue to include increased tests of compliance with applicable laws and
regulations to provide a reasonable basis for our audit opinions.

The DI- Department is responsible for the billing function. There are two billing
centers:

Director, that performs billing for the
ents. It also performs the billing for the

ion. perform the billing function.
also bills for its Segment andh

Segment.

DI Policy and Procedure Billing, outlines the billing procedures. Billing briefs are

maintained by the Staft; contract briefs are maintained by the Department.
updates the billing briefs after the receipt of .
coordinates with w Staff to ensure contract modifications are
received and documented on the billing brief in a timely manner. The - Manager
12
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monitors the - Procedures. FEach , etc. has its own -
Procedures for preparing billings. The iroce ures are different by and- Billing

brief requirements are included in the Procedures.

Upon CACO approval of the provisional indirect billing rates, the

department, independent of the billing function, updates all rates
the System. Application of rates is monitored by theh Manager in each unit.
The Manager determines what rates are applied based on contract requirements.

DI uses its financial system to generate the current and cumulative costs.
Invoices on Government contracts are submitted based on the payment terms contained in the

contract or as directed by the Officer. checks a box in upon contract setup
in identifying the costs that are billable such as postings,
ostings. The set-up of the billing items is entered in the System by

and is based on contract requirements, Cost reimbursable billing items are
scrubbed for unallowable costs at the time the cost is incurred at the level. It is the
responsibility of the- manager from each department to identify the unallowable costs.
During the h process, changes in the rates are identified and examined to determine what
caused the changes. If an unallowable cost is identified at this point, it is traced back to the
source documentation and a correction is made in the form of a . Items are also

scrubbed for unallowable costs during the The actual
billings and formatted througi

Funding at the project level is maintained inm — will not bill if there is
no funding available on a particular contract. The billable items on hold are reviewed to
determine why there is no funding available. For example, it can be because the item was placed
on the wrong CLIN and should not be there. determines where the item should be billed

and corrects the errors causini it to bill incorrectly. The Manager is responsible for

notifying the and representatives of any funding issues.

Upon billing* moves the cost from the Open Billing Detail to the Closed Billing
Detail. It is the responsibility of to reconcile cost reimbursable billings to the general

ledger and to subsequent payments received. The system generated cost reports, including-
” and - reports, are used to compare actual costs to the invoice.
Reconciliation of the cost reports to the invoice is prepared to identify variances. Distribution

corrections (labor and/or accounts payable) are prepared to correct variances identified in the
reconciliation process.

Fixed Price and T&M contract costs are not reconciled because the billings for these
items are driven by a unit price or catalog price. However, the costs incurred are reviewed by
for Profit and Loss purposes.

Invoice payment information is downloaded daily from the bank website and reconciled
to the Aged Analysis of Billed Receivables report by contract. Invoice short pays are identified
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and coordinated with the appropriate payment center or contracting office for research and
resolution. Invoice overpayments are identified and a request sent to DI - for ACH
transfer or check in accordance with customer direction.

Cash is posted daily in order to update the Aged Receivable report to reflect receipt of
payment. Any excess payment is identified immediately by reconciling the payments to the
DFAS data dump.

Monthly reports are presented toF Management to review and comment on the
Billed Receivable Detail Explanations and the Unbilled Receivable Detail as they relate to the
billing process. The Billed Receivable Detail is analyzed by management; the monthly
discussions are documented. In Management Review meetings the focus is on “Over 30 Days’
on the Billed Receivable Detail. Explanations are provided to the owners for any items classified
as ‘Over 30 Days’.

6. Compensation System

As addressed in Audit Report No. 3181-2008D13020001 issued April 29, 2009, we
determined that DI’s compensation system and related internal controls, policies, and procedures
are inadequate. Test procedures were applied from March 2008 through September 11, 2008.
Our examination disclosed eight significant deficiencies that are considered to be material
weaknesses in DI’s compensation system that result in excessive, unreasonable, or unallowable
compensation costs. These deficiencies are summarized below:

s DI fails to develop a competitive objective in the overall value of its benefits package
compared to other firms.

o DI fails to demonstrate the reasonableness of its compensation elements by comparing
total actual compensation to the market by job class or grade level. In developing its
rate structure it also uses the percentile as a target, but fails to demonstrate the
cost advantage of this- pay policy line.

¢ DI includes unallowable automobile expense paid on behalf of its executives in its
incurred cost claim. We estimate the impact to the Government of this error is about
$270,000 annually.

e DI fails to adequately staff its HR organization, particularly in the areas of
compensation. Consequently, basic preventative control activities such as segregation
of duties are compromised.

o DI fails to perform any job analysis on a majority of its job positions, which, in turn,
demonstrates it possesses inadequate job documentation describing job position duties
and responsibilities.

s DFI’s process, including policies and procedures, associated with the communication
of total rewards to employees requires improvement.

e In its incurred cost claim, DI erroneously includes compensation elements in
executive compensation which are not included in the definition of compensation in
FAR 31.205-6(p)(2) when comparing DI’s actual executive compensation to “the
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benchmark compensation amount determined applicable for the contractor fiscal year
by the Administrator, Office of Federal Procurement Policy (OFPP), under Section 39
of the OFPP Act (41 U.S.C. 435).”

* The contractor’s compensation package related to certain Dubai office employees is
considered unreasonable. The contractor routinely pays- percent greater than the
average salary for similar positions to certain employees in the Dubai area.

The contractor has developed a Corrective Action Plan in response to our audit. Once the
implementation of all corrective actions is complete, a follow-up audit will be conducted and the
results of our verification of the contractor’s corrective actions provided. Pending completion of
this audit, the scope of our related examinations will continue to include increased tests of
compliance with applicable laws and regulations to provide a reasonable basis for our audit
opinions.

DI maintains a decentralized Human Resources organization with main offices in -
Main Human Resource

I ! | ! i which is directed b; *
HR 1s responsible 1shment of overall direction for certain !! !unctlons such as
total rewards of approximately 8,500 employees.

Although the office mandates HR policy, the - office is, essentially,
autonomous in performing most Human Resource functions and in managing compensation and
benefits for approximately 7,000 additional employees who are mostly located overseas. In
addition, HR offices in various other locations enforce policy direction independently from
oversight.

7. Estimating System

During FY 2009, DI submitted approximately _ in price proposals to the
Government. Based on these proposals, DI expects to obtain contract awards of about

As addressed in Audit Report No. 3181-2009D24010001 issued November 23, 2009, we
determined that DI's estimating system and related internal controls, policies, and procedures are
inadequate. Test procedures were applied from June to September 2009 and included evaluation
of contractor policies and procedures for its fiscal year ended March 31, 2009 as well as proposal
submittals from April 2008 through July 2009. Our examination disclosed five significant
deficiencies that are considered to be material weaknesses in DI’s estimating system that result in
inaccurate, unreasonable, or unallowable proposal costs. These deficiencies are summarized
below:
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e DI’s estimating system is not compliant with the DFARS 215.407-5-70 definition of
an acceptable estimating system.  Furthermore, DI's cost estimates are in
noncompliance with DFARS 2145.407-5-70, FAR 15 and FAR 31, as well as
applicable Cost Accounting Standards (CAS). In many cases they are also in
noncompliance with DI’s own estimating policies and procedures. We found the
following deficiencies during our survey of recent proposals:

o Noncompliances with FAR 15.408, Table 15-2 requirements;

o Lack of support for commercial price determinations;

o Lack of subcontract proposals and adequate cost and/or price
analyses;

o Noncompliance with applicable CAS; and

o Errors and omissions.

¢ DI does not have adequate policies, procedures, and operating instructions to ensure
the preparation of sound and reasonable cost estimates. Specifically we found the Cost
Estimating Manual lacks adequate operating instructions.

* DI does not provide adequate training to its estimating personnel on the policies and
procedures contained in its Cost Estimating Manual or the requirements of FAR,
DFARS, and CAS. DI also does not adequately document training content or
attendees.

. DI does not adequately monitor and review the estimating system process on a
continuous basis to confirm the management approved policies and procedures
continue to generate proposal estimates compliant with applicable Government
regulations and are consistently implemented as designed.

. DI’ estimating system has not been subject to periodic audits by either internal or
external audit groups.

We have recommended CACO disapproval of all portions of DI’s estimating system in
accordance with DFARS 215.407-5-70. We will perform a follow-up audit upon the contractor’s
full implementation of corrective actions. Pending completion of this follow-up audit, the scope
of our examinations of forward pricing proposals and postaward audits will continue to include
increased tests of compliance with applicable laws and regulations to provide a reasonable basis
for our audit opinions.

Theq‘ Department is responsible for preparing cost estimates used in individual
price proposals, which includes competitive task orders under multiple contract modifications,
change orders, and contract extensions. DI’s detailed estimating policies and procedures are
described in its “Cost Estimating Manual” and supplemented by various Standard Operating
Procedures and Company Policy Statements. The most recent revision made to this manual was
dated August 17, 2007.
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For the fiscal year ending March 29, 2008, DI has approximately- employees involved
in the estimating process. DI’s estimating system encompasses the following departments.

No. of
Department Employees
Business Development
Corporate Risk Mgmt

Human Resources
Finance (forward pricing)
Pricing

Contracts

Purchasing

Total Employees

In addition, input is received from DI’s corporate office and other personnel working
directly on a project.

8. Indirect and Other Direct Cost System

We have not recently performed a comprehensive review of DI’s Indirect and Other
Direct Cost System. The audit of this system has been deferred to 2011. Pending completion of
this audit, the scope of our related examinations will continue to include increased tests of
compliance with applicable laws and regulations to provide a reasonable basis for our audit
opinions.

The oup has ownership of the Incurred Cost Claim system.

The process begins with the department generating cost reports from
# andi The cost reports from enerated reports are manually entered into
the Inc ~

urred Cost Claim file. The cost reports from are generated in format using
They are then cut and pasted and/or linked to the Incurred Cost Claim Excel

ue.

then reconciles the Incurred Cost Claim to the Trial balance of
systems. The Incurred Cost Claim file is then reviewed by
Management for accuracy and completeness. The claim is then sent via email to the
CFO. The CFOs and CFO then review the

claim for accuracy an! completeness, If the Claim is not approve!, tl!e required changes are sent
via email and/for verbally communicated during a meeting to *

will then be responsible for making the necessary changes. Once the
changes are made, Management will review the claim for accuracy and
completeness and then resubmit it to the CFOs for review.
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Upon approval b theF CFOs and— CFO, the Incurred Cost Claim will
be signed by the # CFO. A Certificate of Final Indirect Costs is sent to
ﬁ who will incorporate the Certificate into the Final Incurred Cost Claim Packet. The
final Incurred Cost Claim Packet will then be sent to the ACO for approval.

The ACO will then give the final incurred cost claim packet to DCAA to be audited. The
findings of the DCAA audit will be reported to
will then negotiate the findings with DCMA. In instances where changes are
required, will make the necessary changes and the entire process of
review and submittal begins again. If no changes are required after negotiations, the final indirect
rates are established.

9. Labor System

As addressed in Audit Report No. 03181-2007D13010001 issued March 18, 2009, we
determined DI’s labor system and related internal controls, policies, and procedures are
inadequate. Test procedures were applied from April 4, 2008 through January 6, 2009. We
identified six significant conditions which are summarized below:

e DI does not have adequate policies and procedures to provide reasonable assurance
that labor transfers or adjustments of the labor distribution are documented and
approved.

* DI does not have adequate procedures in place to verify that pay rates are authorized
and accurate.

o DI has inadequate controls to provide reasonable assurance of the proper recording of
labor costs to cost objectives. DI was unable to reconcile annual labor amounts for
FYs 2005-2008.

e DI does not have adequate policies and procedures to provide control for the
accumulation and recording of labor costs allocable to cost objectives for the purpose
of determining proper cost reimbursement on Government contracts.

e DI does not have adequate policies and procedures for employees labor/timekeeping
system training:

o No programs stressing management’s responsibility to provide for the accurate
recording of labor hours;

o No requirement for periodic refresher courses on proper timekeeping and labor
charging practices;

o No training on the importance of maintaining a segregation of duties for labor
related activities to prevent the appearance of and opportunities for improprieties;

o Seven out of 15 employees (47 percent) interviewed were not aware of the
existence of the DOD hotline; and

o Three out of ten (30 percent) floor check evaluations performed by DCAA during
the FY 2007 and 2008 periods included suggestions for increased training of
employees.
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¢ DI does not have adequate policies and procedures for monitoring the overall integrity
of the labor/timekeeping system.

As a result of our control risk assessments, our audit effort will be increased for floor
checks, incurred cost and other labor related audits. The contractor has developed a Corrective
Action Plan in response to our audit. Once the implementation of all corrective actions is
complete, a follow-up audit will be conducted and the results of our verification of the
contractor’s corrective actions provided. Pending completion of this audit, the scope of our
related examinations will continue to include increased tests of compliance with applicable laws
and regulations to provide a reasonable basis for our audit opinions.

processing labor. DI policy statement number
worked must be recorded. Employees are paid for all hours worked except for
employees. Total labor dollars for CY 2008 were _ million in direct labor and million in
indirect labor.

The DI Department maintains the employee demographic files in
These files include such information as

. HR also sets up the to which the employee may charge.

employee demographic files are loaded into

routine which performs edit checks. 1s responsible for

fixing all errors on the preprocessor Edit Report, and resubmitting the corrected demographic

files. then ‘pumps’ certain data from these demographic files into the system.

department is responsible for setting up

mhe ot
project accounts based on information provided by the accountants. Per DI Policy
Statement (PS) the new job set-up procedure includes establishment of — codes,
including those for and#. The- Administrator 1s responsible

for activating the labor charge codes for specitic employees.

Timesheet data can be entered into electronically from . The employee
may also enter data into the . Alternately, timesheet
information may be entered into the system by a designated
clerk. The supervisor is responsible for verifying and signing employee
timesheets. The Administrator is responsible for verifying the supervisor signature on
completed timesheets.

After the timesheets have been entered into the* Administrator is prompted
program. This proiram automatically reconciles the file to the

ata and will generate an report identifying time charges to an incorrect X
#code. The Administrator then can suspend from further processing

with errors until corrected. The program can be rerun until a clean
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report is achieved; however, the-
y to initiate the data export process.

The Administrator next initiates routine to create a
_ file and L ile 1s converted to a. file and
uploaded to Report. The Administrator also prompts
system to create a File and

supervisor balances total hours and
Report to the File.

program is manually initiated and is not required

File to
sends the

and uses this data to
information back to

The Department uploads the
calculate and create . Next
for journal entry in .

DI policy number DI requires the identification and segregation of unallowable
direct and indirect labor costs at DI employees are to report time
expended on unallowable activities scparately from time spent on allowable activities. DI’s chart

of accounts identifies the following unallowable and unbillable labor accounts (i.e. charge codes)
to enable the identification of unallowable labor:

Unallowable G&A Labor
Unallowable G&A Premium Time
Unallowable Overhead Labor
Unallowable Overhead Premium Time
Unbillable Direct Labor

Unbiliable Premium Time

Unbillable Shift Pay

Starting in FY 2009, DI provides labor compliance training- on-line or through

live session. It also provides labor recording information through line management and through
policies and procedures and training modules available on the“.

DI HR monitor the Labor Accounting System at DI.
performs various reconciliations on employee status, employee change
notifications, and supervisory authorization of changes.

10.  Budget and Planning System

On November 19, 2009, the FAO issued Audit Report No. 3181-2009D11020002
reporting DI’s budget and planning system inadequate. DI does not prepare budgetary forecasts
for the entire proposed period of contract performance. It prepares only a detailed
operating budget and escalates its operating plan using a for or-
# Therefore, DI's revenue and allocation base projections do not take into account

probable fluctuations in revenues (e.g. Government program recompetitions of option years, new
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programs, significant increases and/or decreases in work scope). DI's failure to prepare adequate
budgets results in significant risk that forecasted rates may not be realistic, and may result in
significant overstatement or understatement of proposed costs, as well as compromising the
contractor’s ability to accurately plan for and control costs during contract performance.

As a result, the FAO has recommended the CACO pursue a suspension of a percentage of
progress payments or reimbursement of costs in accordance with DFARS 242.7502 until the
contractor’s budget and planning system controls are adequate to ensure the organization is able
to initiate, authorize, record, process, report, and forecast costs in a manner that is consistent with
applicable Government contract laws and regulations.

Pending contractor implementation of adequate corrective action and completion of a
follow-up audit, the scope of our related examinations will continue to include increased tests of
compliance with applicable laws and regulations to provide a reasonable basis for our audit
opinions.

The has ownership of the budget and planning system.
The process begins with an operations planning meeting which is attended by the
CFO, the - CFOs, and At this meeting, two outputs are produced; an
Schedule and the Budget Templates. The

pulls information from the for the
Budget Templates. The Budget Templates are based on
. and nclude an #
. The Schedule and Budget Templates are then sent to the various

populate the budgets and send them back to
who saves the populated budgets to a secure network drive.

I~ o Qe Do o N
They then manually enter staffing data into ey also cut and paste data from

Budget Files into the and attach the q
. processes the

various staffing and budget data. then repopulates the _
Templates with the data from .

The New Budget Template is output into Excel and sent via email to the F
for review for accuracy and completeness. If the budgets are not approved by the
they propose budget changes and submit them to
They then input and save the changes to the File to be reprocesse
Interface. then generates a revised budget from the
Interface and submits the revision to the for approval.

Upon approval, the ” send the approved budget to H
They then freeze the approved budget inﬂ File and save the email to
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the secure network drive. then generates a Budget Report from-
which is sent, along with the revised budget, to Management for approval.

Management Reviews the proposed budget for completeness and accuracy.

Management consists of the DI “ and*. If

Management determines the need for changes at this time, they submit the changes to

who inputs them into _ and notifies the #

of the changes. Management changes can consist of, but are not limited to

reduction/increase to cost and reduction/increase to headcount. —

enerates a Revised Budget Report from -s which it then sends, with the Revised Budget to

Management for approval.

Upon approval of the draft budget by
Budget to for finalization.
evidenced through verbal communication from
inputs the Approved Dra
Access to the secured network drive is limited to the

Management, they send the Revised
The Final Approved Draft Budget is
Management to

ft Budget and saves 1t to
I -

Management_ review and approval of Final Draft Budget,
prior to
the new fiscal year. The Final Draft Budget is sent to the for final
approval (typically in If any changes are made to the budget, the FPRP is resubmitted
to the CACO and DCAA. When approved by the the Final Draft Budget becomes the Final
Budget. After approval of the FPRP by the CACO and DCAA the FPRP becomes the Forward
Pricing Rate Agreement.

After
the Forward Pricing Rate Proposal (FPRP) is submitted to the CACO and DCAA

Forward Pricing

requests the pool and base support files from F
Accounting and i . Additionally, they

. also runs the
ool and- Reports from and then saves these reports to a
secure folder on the network.

* then updates the Rate Model in with the
information. They then link the Pool and
Files to the Rate Model. This is then saved to the secure

Management reviews the Rate model for accuracy and
and then sends the Rate Model to the CFO and CFOs for

review.

The- CFO and CFOs meet to obtain agreement and approval on the
pools and bases used to calculate the Forward Pricing Rate’s. If any of the bases are not
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approved, the — CFO and the - CFOs resubmit data to. and the submittal
process starts over.

CFOs review the pools.
and verbally
makes the requested changes to
and- CFOs for approval.

Upon approval of the bases, the CFO and the
If the pools are not approved the CFO calls
communicates any changes required.
the Rate Model File which is then resubmitted to the

Upon approval of the pools and bases, the- CFO calls
with approval, signs the Forward Pricing Rate Package, and sends it to
% then generates a transmittal letter which, with the Forward Pricing Rate
Package is scanned into a PDF file. This PDF file is then sent to the CACO for approval and for
DCAA audit.

When CACO apprdval of the Forward Pricing Rate package is received by
the rate package is used for Billing and the rates are considered Final Billing Rates.

11 Purchaging System

We have not recently performed a comprehensive review of DynCorp’s Purchasing
System. We are currently reviewing this system under Assignment No. 3181-2006D 12030001,
and expect to complete our review and issue the audit report this fiscal year.

However, certain internal control deficiencies relating to vouchers of Global Linguist
Solutions (GLS) were identified during the examination of paid vouchers. Our examination of
paid vouchers includes ensuring that subcontracts were properly awarded and that justifications
related to determining the reasonableness of the subcontract cost or price are documented and
ensuring that subcontracts are properly monitored and the correct indirect ceiling wrap rates,
stipulated by subcontract agreements are used for billing.

We reported the following conditions in a flash report, Report No. 3181-
2009D12030002, dated June 4, 2009.

o Failure to notify the Government upon award of auditable type subcontracts; and
* Lack of cost or price analysis of subcontractor proposals.

Additionally, we reported condition in a second flash report, Report No. 3181-
2009D12030003, dated November 16, 2009.

¢ Failure to Conduct and Document Adequate Cost/Price Analysis Related to Sole
Source Subcontract Modifications

Pending completion of the system audit and resolution of the internal control deficiencies
identified in the flash reports cited above, the scope of our related examinations will continue to
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include increased tests of compliance with applicable laws and regulations to provide a
reasonable basis for our audit opinions.
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DCAA PERSONNEL

Telephone No.

Primary contact(s) regarding this audit:
Senior Auditor
Auditor
, Supervisory Auditor

Other contact(s) regarding this audit report:

e v [

FAX No.
DynCorp International LLC Suboffice
E-mail Address
DynCorp International LLC Suboffice _@dcaa.mil

General information on audit matters is available at http://www.dcaa.mil/.

RELEVANT DATES
Contracting Officer Request — dated April 9, 2007, received April 9, 2007

AUDIT REPORT AUTHORIZED BY:

/s/
/for/
DCAA Branch Manager
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AUDIT REPORT DISTRIBUTION AND RESTRICTIONS
DISTRIBUTION

E-mail Address

Office of Acquisition Management (A/LM/AQM) -@state.gov
Department of State

ATTN: Branch Chief, Quality Assurance —)

DynCorp International LLC Chad.Connell@dyn-intl.com
ATTN: Director, Government Compliance (Chad Connell)

PO Box 961217

Fort Worth, Texas 76161-1217

RESTRICTIONS

1. Information contained in this audit report may be proprietary. It is not practical to identify
during the conduct of the audit those elements of the data, which are proprietary. Make
proprietary determinations in the event of an external request for access. Consider the
restrictions of 18 U.S.C. 1905 before releasing this information to the public.

2. Under the provisions of Title 32, Code of Federal Regulations, Part 290.7(b), DCAA will
refer any Freedom of Information Act request for audit reports received to the cognizant
contracting agency for determination as to releasability and a direct response to the requestor.

3. Do not use the information contained in this audit report for purposes other than action on the
subject of this audit without first discussing its applicability with the auditor.
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