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In rc!sponso to your letter of *June 18, 1985, WC examined the I)cpart.- 
mont. of’ State’s construction practices for two projects in Cairo, Egypt,--. 
that ambassador’s residence in the Giza area and the new chancery. WC 
rt~vicwed act,ivitios of t,ho Department’s Foreign Buildings Office (H(O) in 
c*ont.rac:t,ing for and ensuring quality construction of these structures. 

Ollr review disclosed serious deficiencies in FHO’S activities with rcsI)cc:t. 
to tllcsc t,wo pro.joct.s. Specifically, we found that (1) design problems 
and changcts caused delays and added costs, (2) FIX) contracted with 
t)lliltlcrs without, adequately evaluating their financial and technical 
cupabilitios, (3) I’HO headquarters staff did not adequately monitor the 
activities of t.hc site project manager, and (4) the pro.jcct. manager did 
nol, monitor (*onst,ruc:tion closely, rqject materials and workmanship 
which did not. comply with tho contract, or report problems to his super- 
visors. In addit,ion, the:, I)cpartment did not follow the appropriations 
cornrnit,t,cc:s notification procedures for its reprogramming of nearly 
$1 million to (over cost overruns on the residence const,ruc:tion. 

‘1’11~s~~ dcfic%~nc%:s have resulted in dolays, shoddy work, and cost, over- 
rvms. ‘l’hc ambassador’s rosidcncc, which was to have boon cornI~let.cd in 
I!18 I at. IL cost, 01’ almost, $2 million, had not bocn completed as of Marc+ 
1986 ilft,(lr oxpondituros of $3.5 million. An cstimatcd $9330,000 would 
1)~ roquircd to repair poor workmanship and complot,ct the building. 
Inst.oad, UK) has dccidod to abandon the project, and sol1 the land. At thcl 
time we comJAot,cd our work, FHO had rcceivod an oft’c!r and was waiting 
for final ;tJ)proval from the Egyptian government, to sell the property. 

‘I’hc: c*hanc:ory building, which was to have been complotc~d in ,J;u~ll;iry 
1986 at, a cost, of $27.6 million, was only onc-third complotc in March 
1 !C-Qi. Ahout, $1 ti million had been spent. In .January 1985, FIX) t.ctrmi- 
nwtc~cl the c*ont,r:tc:t, bwauso the contractor failed to maintain progress 
toward c*omplct,ion of the building. Subsequently, the c*ont.rac:t.or went. 



bankrupt. At the completion of our work, FIN) had just, awarded a con- 
tract for complet,ion of the chancery and estimated that t,otal cos1.s 
would be about $45 million, partly because of recent security requirc- 
ments. A chronology of key events in t,hc design and construction of the 
ambassador’s residence and the chancery is included as appendix I. 

FISO had no overall plan or strategy for its space requirements in Cairo. 
Its plans for an ambassador’s residence and for acquiring office space in 
that city have changed several times during recent years. As discussed 
on page 8, the IJS. government now owns three ambassador residences 
in Cairo. Also, during a G-year period, plans for the new chancery have 
changed from an initial 2O-story design, to 16 stories, to 17 stories, with 
a decision pending on whether to add an 18th and 19th story. 

Because our work was limited to the two construction projects in the 
Cairo area, we are not making overall recommendations to the Dcpart- 
ment of State. However, because of the deficiencies noted on these 
projects, we are recommending several specific actions relating to facili- 
ties in Egypt. At your request, we are also initiating a broad review of 
FBO’s overall management. 

Management of 
Building Activities 

I 

-- 
FBO, which is within the Department’s Bureau of Administration, man- 
ages State’s construction and real estate activities overseas. FIK) has 
three main functional. divisions: (1) Huilding Design, which is respon- 
sible for project design, coordination with outside architect and engineer 
designers, and technical review and approval of the design package; 
(2) Acquisition, which contracts for supplies and services as well as 
design and construction of buildings; and (3) Construction and Maintc- 
nance, which reviews construction plans and specifications and oversees 
construction, maintenance, and repairs of facilities. A project manager, 

t 

who is part of the Construction and Maintenance Division, inspects con- 
struction on a daily basis and coordinates with contractors to ensure 
compliance with design drawings and specifications. With the exception 
of the project manager, who is located at the construction site, all other 
personnel are located in Washington, D.C. 

Each division contributed to the deficiencies we noted in construct,ing 
the embassy residence and chancery. 



_____. - ..__ - .._ -. 
‘I‘htr wsts itnd completion dat,es of both projects havo been affcctod sig- 
nificantly by dcficicncies and changes in the designs. 

^_..... --..~ --_-.-~ . . -... _..- -.- _....... -- .~.. 
FHO’S 13r~ilding Dosign Division officials did not, follow t,hc I)c:partmont.‘s 
crit,cri;L requiring thra USC of I J.S. industry building spectiific:ations and 
standuds in acquiring ;L design, and allowed the archit,cc+t to use less 
stringc~nt, Egyptian standards. As a result, dosign and construction prob- 
lems dovoloped which added to the cost and t;imc to const,ru<:t the rosi- 
donctt. VIIO officials had prc:viously experienced similar problems in that. 
Il:gypt.ian contractors and craftsman had not met 1 J.S. building st,andards 
on ot.hor pro,j~~ct,s. 

‘l‘hc division’s “I’larrning I’rocodures and Engineering Crit,c?ria” is used 
i1s a gnidc by priv& design architects to meet IIopartmc~nt design cri- 
trbria. i<c:quirc~mc:nl.s in this document, complement, the spchcific: provisions 
of’ t,ho ~irc,trit,~!c.t.ural and engineering contract. Article II of I~‘IK)‘s contracT 
with the dosign arc+hit.oc:t, for the project required that standards 
“comply with t.hc current American National 13uilding coda and with 
building u~~cs and ordinanc~es of the area in which the pro.jcct. is being 
c.onst.rllct,cd. When t,ht!ro is a diffcrencc betwocn these, t>hc> more strin- 
g(9t. provisions of c73c:h shall govern.” 

In dosigning the project, the architect was required by thrb contrtict to 
visit. the site; f’amiliarizo himself’ with the availability of materials, local 
const,ruc:t,ion toc~hniqutrs, capability of 10~4 contractors and workmen, 
utility rcquir(mcnts, local ordinances, and mat,orial and labor custs; and 
provide to the dosign division a comprehensive feasibility study. This 
study c*ould have alortod t,he division to possible construction problems 
in using l$,ylJt.ia,n mat,orials and workmen that, might, not. rncot, I J.S. 
brriltlings sy)oc,ific,;itiorls. WC found no ovidcncc that. that st,udy h;td boc:n 
prt~parctl as rcquirod or that, t:he contractor requested or rcceivcd 
approval f’rom FM) to USC local building standards. 

Nurtrc~rous dof’icic~ncios have bcon identified in t,hc design of the rosi- 
d(~n(‘(~. An ox;lmplo of ono of the more serious WHS thcl failurct t,o rttquirc 
I)il)cb (*bases, which arc channels t&rough which pipes or wiring is 
]MSSP~. Instctad, the contractor ombeddod the plumbing piptls directly in 
t.!w masonry. This made correction of plumbing leaks oxtremoly diff’icdlllt, 
imd cxpc‘nsivc: imd wits rosponsiblt~ for most, of the cost, of romc>di;tl work 
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- __._...._ - .--.- _..... ..--- . ..^... . .--_. .~ -.- .._ --~... ~.~ . -..~~ 
performed on the residence. A list, of design deficiencies identified by 
the project, manager and a I J.S. Army Corps of’ I~nginoers consultant, to 
the State I~epartment~ is included as appendix Il. 

1)esign changes which have delayed or added to the cost. of building the 
chancery have resulted from indecision on the number of floors the 
building should have and from recent State security requirements. The 
chancery was originally designed to have 20 floors; however, the 
number was reduced to lfi floors because some post officials believed a 
20-floor building would be too ostentatious and would symbolize the 
growing role of the IJnited States in Egypt. Subsequently, a 17th floor 
was added, and at the time we completed our work a decision was 
pending on whether to add an 18th and 19th floor. 

h‘no has also had to redesign the chancery t,o meet State’s new security 
requirements implemented in 1985, i.e., a lOO-foot setback from streets 
or thoroughfares for any embassy building to be staffed by 17.8. citizens, 
no underground parking, no windows within 16 feet of ground level, and 
use of certain types of materials. As a result of the IOO-foot setback 
requirement, for example, the space originally planned for perimeter 
wall offices will be used for warehouse and mechanical service equip- 
ment storage, and the displaced activities will be moved into the new 
chancery or currently existing struct,uros. 

.__... -__ --_---_-__---. ..---- ..-. . - -.... ..--. . . ~-. -~ -..... ._~_. 

Mildew Financial and 
TechAical Capabilities 
Not Ekamined 
Thoroughly 

Acquisition Uivision officials did not thoroughly investigate the Egyp- 
tian contractors’ financial and technical capabilities prior to awarding 
the contracts. The projects subsequently failed, and the I J.S. government 
incurred unnecessary costs in trying to correct construction problems 
and complete the buildings. iyI 

Ambassador’s residenre 

In February 1979, seven firms were invited to bid and were provided bid 
documents; however, only two firms submitted bids-one of about $2 
million and the other $2.4 million. In *June 1979, the Acquisition L1ivision 
accepted the lower of the two bids, even though the project. manager 
questioned whether the project could be successfully completed at that. 
cost. 13ccause the contractor had performed remedial work on the I J.S. 
Embassy and subcontract work on staff apartments, FIK) did not require 
a pre-award survey or a Certification of Financial Qualifications. A 



St,at,c I)epart,mcnt inspection report concluded that, a cursory oxamina- 
Con 01’ the contractor would have disclosed that he was merely a con- 
struct ion brokor who subcontracted virtually all of the trade work, that 
t\c was not. financially sound, and t,hat the quality of previous work per- 
formod at, t,h(~ embassy was poor. 

Short,ly after the cont.ract, was signed, the contractor requested an 
atlvancc payrncnt, and submitted a personal check instead of a requirc>d 
bank guarantoc as surety for the advance payment. According to the 
insp~~ction report, those! were early signs of financial problems and an 
examination of his accounts at this stage could have led to early termi- 
nation of’ tk contract,. 

As c:orrst,r~lc,t,ion I)rogressc!d, a number of serious problems with defcc- 
t,ivo tnatorials and workmanship surfaced. In .January 1980, a consult,ant. 
c>mployod by the design contractor discovered that substandard pipes 
and conduits wore being used in tho project. The consultant reported 
this t,o both the sit,fi project. manager and to FIW headquarters. The con- 
s~llt,ant roportod similar inspection deficiencies as work progressed; 
howover, the sit,c pro.jttct manager’s monthly reports to FIN headquar- 
Wrs did not indicate whether the identified defects were corrected. In 
f’a(:t., Ilis reports did not. always refer to the defects and appeared to indi- 
(*ato that, adcquato progress was being made. For almost, 2 years, FHO 
hc~adyuartc~rs staff’ did not question the prqject manager concerning 
dot’c~cts idt~nt.ific~d in the consultant’s inspection reports. 

l<y thcl anti of 1981, I’IIO realized that the contractor was incapable 01 
f’inishing the project. In *June 1982, work under the original contract was 
sus])cbndcld because of’ a sustained period of poor productivity and t,hc> 
(Y mt.ractor’s lack of responsiveness to IW) directives to correct, and corn- 
plot,~ the: work. An Oct,ober 1984 State Department Inspector Goneral 
rcjport. disc*losc!d that. the contractor’s performance bond was allowed to 
ctxpiro in early 1983 and that the contract, had not, been torminat.ed-- 
(‘vcn though work had been suspended for about, 2 years. 

I )rlring 1982, wo arranged to have other contractors t,ry to romody 
mc(*hani(~al and elcct,rical problems and complete necessary work. As 
cgorroc*t,ivc> work progressed, it became apparent that problems caused by 
1.1~~ 11s~: of poor construction materials and practices by the original con- 
tractor wcrc serious. In April 19383, FIW selected a contractor to begin 
t,ost,ing t.hca mechanical systems and t,o perform limited demolition to 
uncover c~oncMod work. Serious defects and shoddy workmanship WW(~ 
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uncovered, primarily in the plumbing system but also in the air condi- 
tioning and electrical systems. Remedial work was initiated and con- 
tinued until February 1984 when all available funds were exhausted. 
About, $925,400 was spent on the remedial work; however, the building 
was still incomplete. After expending about $3.6 million, FIX) decided to 
sell the land and the partially completed building. 

The $3.6 million expended far exceeded the original contract, bid of 
$2 million. FHO had reprogrammed nearly $1 million from miscellaneous 
accounts and from other construction prqjects in Cairo to cover a por- 
tion of the overruns on the residence without notifying appropriate con- 
gressional committees, as required by congressional reports 
accompanying the Department’s appropriations acts. 

In November 1982, FIX) awarded a contract to an Egyptian firm to build 
a 17-story chancery in Cairo for $27.6 million, to be completed by .Jan- 
uary 1986. This choice was questionable because (1) ~‘130 had not made 
an in-depth analysis of the contractor’s financial condition; (2) the con- 
tractor had limited experience; and (3) key technical construction per- 
sonnel left the firm prior to award of the contract. 

I?ven though State’s Inspector General is available to review financial 
conditions and statements of potential contractors, FBO chose not to 
request such assistance. While FBO collects some financial data on poten- 
tial contractors, it has no written procedures for interpreting or ana- 
lyzing the data or for evaluating financial capabilities relative to the 
work under consideration. The two officials who evaluated the con- 
tractor for the chancery said they rely on experience since each situa- 
tion is different. 

Previously the contractor had been affiliated with a Swiss international 
construction firm which, according to FBO Acquisition Division officials, 
provided top management and technical personnel; however, by the time 
the contract for the chancery was awarded, the Swiss component 
(including key management and technical personnel) had left the firm. 
The contractor had been involved in only five projects, all in Egypt- 
four were ongoing, and one had been completed at the time the contract 
was awarded. A Dunn and Bradstreet Bureau report on the contractor 
indicated a lack of payment history because the firm was recently 
established. 

Page fi GAO/NSIAD-86-101 Overseas Construction in Cairo, Egypt 
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lk:ginning in late 1983, subcontractors complained that the contractor 
was late in making payments and they were receiving inadequate assur- 
ance of payment. In spite of a number of contract amendments and 
other accommodations by FHO, the contractor failed to work out finan- 
cial arrangements with its subcontractors and work on the chancery 
civcntually st,opped. The FIK) Director formally terminated the contract, 
for default on *January 13, 1985, citing lack of performance. FBO solicited 
new bids to complete the building, and in March 1986 awarded a con- 
tract for about $1!~,400,000 to do so. 

_______ _____--.- ---.-~ -.- 
Oversight of construction activities by both headquarters personnel and 
the on-site project manager was inadequate. Lack of communication 
bot.woon Washington and the field contributed to delays in uncovering 
and remedying problems. 

I~XO’S (:onst,ruction and Maintenance Division did not properly support, 
(,h(t resident site pro.ject manager with technical advice and support 
st.aff’. FIX) headquarters files contained little evidence of communication 
with tho project manager between .June 1979, when the contract was 
awarded, and .July 1981, when the project was to have been completed. 
I )uring this period, FHO received information from other sources which 
intlicat,ed J)robloms in construction. A consultant’s report, noted that, FIK) 
SCUYNYI to have provided little oversight during the critical periods of 
c:onst,ruc:t,iorr. 

‘l’t lo project manager t.old us that FIX) headquarters almost invariably 
f’ollowod the advice of the design contractor in any matters concerning 
yrlost.ionable design. IIe said that the usual response to a request or 
query was simply to “build it as designed and specified.” IIe stat,ed that 
such responses seemed to indicate a lack of any careful examination of 
1.hc c*ont.rac*l. doc*umcnts. The project manager said that upon rcassign- 
mont to Washington, he learned that a complete set of drawings was not 
available in FHO headquarters. IIe said that F’IK) had been issuing diroce- 
tivcs for a number of years without drawings being available for 
rot‘(~rc~ncc. 

In l)c~c(~mbor 1978, about 6 months prior to the award of t,he construe- 
Con contract, for the residence, ~130 recognized that, because of the 
building’s complex architectural details, a project manager should be 
assigned exclusively to the project. However, the project manager was 
t.c\sponsi ble for about I2 other pro,jects, including 2 major ones. A memo- 
randum from the Embassy Counselor for Administration noted that in 
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1982 the project manager was responsible for oversight of three major 
pro,jccts, and acknowledged design problems and problems with Egyp- 
tian contractors. The memorandum concluded that no single architect/ 
engineer could have properly supervised all three projects at the same 
time. 

The project manager stated that the design required meticulous atten- 
tion to the most minute detail and the residence could not be satisfacto- 
rily constructed using indigenous craftsmen; however, he told us that 
because of his work load he could not closely monitor the contractor and 
his workers. As a result, some inferior and previously rejected material 
was used and some totally unacceptable workmanship took place. Some 
of the problems were concealed in the construction. 

An August 1985 State Inspector General report noted that PRO had 
insufficient headquarters and construction site procedures and staff to 
oversee its major projects, That report also observed that FRO had no 
procedures manuals which clearly delineate specific actions to be fol- 
lowed by individuals during various phases of construction. The study 
concluded that unless revisions to FBO'S policies and procedures were 
made, FBO would continue to experience erratic results and incur exces- 
sive costs throughout its construction program. We plan to follow-up on 
these points during our review of FRO'S overall management. 

Need to Decide on 
- I_ -  

FHO has made numerous costly and time-consuming changes to its con- 

Facility Requirements 
struction plans for Cairo during recent years. Some changes were una- 
voidable because of enhanced departmental security requirements, 
while other reflected the preferences of officials assigned to the mission. 
These changes have been made without an overall plan for facilities 
needed in Cairo. I 

In November 1975, FRO purchased a residence in the El Maadi section of 
Cairo for about $1.8 million, and spent an additional $1 million for 
extensive renovations. The residence was ready for occupancy in early 
1978; however, the ambassador expressed reservations about using the 
property because of its distance from the embassy, security considera- 
tions, and the locations of residences of the heads of other diplomatic 
missions. Although nearly $3 million was spent on this property, it has 
never been used as a residence for the U.S. ambassador. In fact, the 
property has remained vacant since it was completed in 1978. On 

Page 8 GAO/NSIAD&3-101 OverseaR Construction in Cairo, Egypt 
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.Junct 24, 1982, the embassy signed a preliminary deed to sell the prop- 
arty for about, $2.4 million; however, at the time we complct,cd our work, 
1.h(~ J$,ypt,ian government had not approved the sale. 

In .Junc 1979, I”HO contracted for the construction of the ambassador’s 
rc+Mcnce in Giza. The details of FHO’S actions on this project have been 
discussod in this report. After spending about $3.5 million on the rttsi- 
dcncc over a 7-year period, the residence is uninhabitable because of 
construction problems. 

Sin(~ Novcmbor 1973, the ambassador has beon residing in a residoncc! 
which IW originally purchased for the deputy chief’ of mission. At, thcl 
t.imo WC completed our work, FM) cxpccted to continue using tho prop- 
or’t,y for the ambassador’s residence and to lease an additional rc?sidenc:c! 
for the deputy chiof’ of mission. 

As discussed previously, plans for the new chancery building have 
c*l~argc:d several times and had not bocn finalized at the time we corn- 
JMod our r(vicw, about G years after the prqject was designed. 

Conclusions and 
. . . -~..-. ..-...- -~~-...-~~. 

1’~) of’t’icials did not, l’ollow State Department policies and regulations in 
bllilding the ambassador’s residence and the chancery, resulting in 
c>xcactssivcb costs and delays. I’rcvious experience and problems in con- 
st,rllct.ing facilities in Cairo should have made t,hesct officials mor’c 
(~iult.ious. 

In vitlw of the c:onst,ruc:t.ion difficulties cxperionccd in EgyJX, and t,hc> 
c~H,ly and time consuming changes made to previous plans thcrc, WV 
ro(*omm(~nd that, t.hc> Socrctary of State direct, I~‘lro to 

l follow ticbpar-t mc~ntal procedures for tho design and construction of’ facil- 
it&5 in 1Sgypt; 

9 cnsuro that. n(:(‘ossary atttrntion is dircctctd toward deciding the height of 
the> c*hanc:cry building; and 

l rtqrliro that. flrturc decisions regarding tho ambassador’s rc>sid(>ncc: b(b 
basc~tl on an examination of’ the caosts and bonofits of’ altornativc~s. 

Our rcbvichw was conducQd at I%() during the period August, 1985 to .Jan- 
\~ar.y 1986. WC also performed field work in Cairo, Egypt. WC held dis- 
c*ilssions with officials of all the respect,ivo ~110 branches involvc~d in 
planning, csont,ract.ing, and monitoring construction in Cairo. WC 
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reviewed records relating to the two projects and performed on-site pro- 
ject inspections. 

As requested, we did not ask the Department of State to officially com- 
ment on this report, nor did we obtain the views of responsible officials 
on our conclusions and recommendations. 

As arranged with your office, unless you publicly announce its contents 
earlier, we plan no further distribution of this report until 30 days from 
the date of the report. At that time, we will send copies to interested 
parties and make copies available to others upon request. 

Sincerely yours, 

Frank C. Conahan 
Director 
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Key Events in the Design and Construction of 
the Ambassador’s Residence and the Chancery 

Ambassador’s Residence 

October 7,1975 

August 24,1977 
December 28,1978 
February 8,1979 

April 19, 1979 

June 5,1979 

June 1979 

January 1980 

May 1981 

December 1981 

June 1982 

September 11,1982 

December 1982 

March 9,1983 

April 1983 

A firm, fixed-pnce contract was awarded to a WashIngton 
D.C., architectural and engineering firm for the dcslgn of the 
embassy residence at Giza at a cost of $180,000 FE30 
required 11 amendments to this contract for various 
services, including site inspections during constructlon, 
which brought the total cost of the design contract to 
$373,239 

FBO approved the contractor’s dcslgn for the: resldencc 
FBO project manager arrived In Cairo 

Bid documents for the constructlon of the resldcnce wcrc 
picked up by seven potential contractors 
Bids were received from two firms-both EgyptIan Thr: low 
bid was $1,941,800 and the next bid was $2,441,338 7 hc 
project manager judged the low bid as too low for 
successful construction and Indicated this to Acqi~isltiori 
Divlslon officials. 

FBO awarded the contract to the low bidder with a 
scheduled completion date of July 5, 1981 

FE0 began asslgning other responslhllltles to the project 
manager in addition to the residence prolcct. 

During an inspection, a consultant engineer employed by 
the design contractor discovered that substandard popes 

and conduits were being used In the project tic reported 
this to both the site project manager and FE30 headquartorr: 

First FBO headquarters offlclal with technical constructlon 
skills visited the project 

Substandard quality of the architectural finish work or the 

residence caused FBO lo realize that the contractor was 
incapable of flnishlng the project. 

Work under the original contract was suspcndcd hccausct of 
a sustained period of poor productivity and the contractor’s 
lack 01 responsiveness to FBO directives FHO arranged to 
have the architectural work completed by another loc:~l 
contractor. 
A second project manager was assigned to the embassy 
residence project. Both managers were to carry out 
monitoring activities, but the second project manager was 
given primary responsibility. 

An FBO team, including the original design englneer 
consultant, visited Cairo and prepared a new scope of work 
tn order to rectify the construction defects in tho resldencc 
A new general contractor was being consltlered to txqn 

testing the mechanical systems, performIng Ilrtlltcd 
demolition, and uncovering workmanshlp flaws 

The general contractor submitted a report with test rt::;ljlt:, 
specifying renovation work required. 

The general contractor was hired to do arldltional clcrnolitlorl 
and renovation work. This included archltcctural, plilmblrlq 
and air condltionlng systems. Serious defects and shoddy 
workmanship were uncovered. Remedial work was In1tlatr:r.l 



Appendix I 
Key Events in the Design and Construction of 
the Ambassador’s Residence and 
the Chancery 

Ambassador’s Residence 
February 2,1984 Work was suspended on the residence because no more 

funds were available. Total spent on project to date was 
$3,559,205 ($2,633,939 for original contract payments and 
change orders, $925,266 for rework). BulldIng was still 
Incomplete. 

March 19,1984 The Assistant Secretary for Administration, Department of 
State, requested the Inspector General to conduct a special 
inquiry to answer questions raised in the Congress 
concerning the cost and timeliness of the constructlon The 
lnvestigatlon team included a professional construction 
engineer from the U.S. Army Corps of Engineers. 

October 1984 T~I-i State Department Inspector General issued a report on 
its special Inquiry Into the embassy residence project 

January 23,1986 Land and unfinished residence were sold for $15809,524, 
subject to final approval by the government of Egypt 

Chancery building 
- .~ .~ 

September lo,1979 

June 3,198O 

~eptemtk29,1980 

A firm, fixed-pnce contract was awarded to an architectural 
and engineering firm for the design of a 20-story chancery. 
FBO officials were unable to locate a copy of the contract. 

The architectural and englneenng service contract for the 
20-story chancery was terminated because of controversy 
concerntng the height of the structure. After contract 
termination, the architect began a 6-month study to develop 
other design solutions. 

A &nliixed-price contract was awarded to an architectural 
and engineering firm for the design of a 16.story chancery 
building at a cost of approximately $3.2 million. 

-. February 1981 The basic design of the chancery was accepted. 

April 30, 1982 Bid documents were sent to 22 Dotentlal contractors. 

August 9,1982 Bids were submitted by 15 contractors, including Egyptian, 
French, Korean, international, and U.S. firms. The low bidder 
was an Egyptian/Swiss construction firm. 

October 1982 A cable to Cairo indicated that the Swiss component of the 
firm submitting the low bid had been experiencing 
difficulties. The American consulate in Zurich, Switzerland, 
had been asked to investigate and report on the financial 
and business reputation of the firm. .-.. - .-. -....- ..-- -... ..~---- ----. ___...----___ ---. ---__... ._---.. - _. 

November 3,1982 The contract was awarded to the low bidder at an original 
contract cost of $27,600,000, with a scheduled completion 
date of January 1986. At the time of the award, information 
available in FBO indicated that the contractor had been 
involved in five projects, all in Egypt, since being 
incorporated in 1980. Four of the projects were ongolng and 
one had been completed (April 1, 1982). A Dunn and 
Bradstreet Bureau report dated July 17, 1981 indicated a 
lack of payment history because the firm was recently 
established. --..---_ ____--_____--- _... -- ._. 

November 30,1982 A cable from the Swiss component to FBO indicated that It 
was not involved in the chancerv construction crroiect. 

November 1983 Subcontractors complained that payments from the general 
contractor were late and assurance of payment was 
inadequate. 
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Aptwndix 1 
Ktsy Events in ttw Drxign and Construction of 
t.hch Ambassador’s Residence and 
I.heb <:hancrry 

Chancery Building 
February 8,1984 

March 5,1984 

June 5,1984 

August 8,1984 

August 1984 

October 16,1984 

The contract was amended to provide for the U S. 
government to make direct payments on behalf of the 
yeneral contractor to subcontractors for Imported 
construction material for the project In exchange for a 
contract price credit by the general contractor. 
The mechanical and olectncal suDcontractor Informed FBO 
that the general contractor owed the firm $309,148 as of 
January 23, 1984, and requested the United States to 
wlthhold funds due to the general contractor and make 
payments directly to him. The subcontractor Indlcatcd a 
wllllngness to continue the project If It had assurances from 
the U.S. government that the funds would be forthcomln$j 

A second amendment was made to the contract extcndlnrl 
the contract completion date by 30 days, adding $32,500 to 
the contract price, and reducing the amount of funds 
retained under the contract from 10 percent to 7 l/2 percent 
(releasing approximately $410,000) in exchange for an 
agreement by the general contractor to apply the sum 
released to the project Using the released funds, the 
general contractor made a major payment of $250,000 to the 
mechanlcal and electrical subcontractor who consequently 
continued working. 

The mechanical and electrical subcontractor lndlcatcd 
scheduled payments agreed to by the yencral contractor 
had not been made and additional payments due totallcd 
$446,88 1 
FE0 officials met with the general contractor to dlscusr; a 
number of outstanding claims totalling $737,777, and the 
possibility of adding 82 calendar days to the contract 
performance period 

The mechanical and electncal subcontractor stopped work 
at the project tor nonpayment by the general contractor 
Subsequently, the general contractor continued to Md In 
areas not affected by the absence of the rnechanlcal and 
electrical subcontractor but reached a point where 
significant progress on the construction could not he mado 
without the participation of the mechanical and clcctncal 
subcontractor 

October 24,1984 

November 5,1984 

The Deputy Assistant Secretary of State for FEW Informed 
the general contractor to submit Its plans for payment of the 
subcontractors and a revised project complctlon schcd&:, 
and of the need for additional senior technical and 
management staff to he dedicated to the project. [‘he 
general contractor was to respond within 10 working days 

FBO officials met with the general contractor (11~ Cairo) and 
bankers since there had been no response to the October 
24, 1984, letter The yeneral contractor roquesfcd an 
extcnslon until the end of November to work out flnanclal 
arranyements with hs bankers and shareholders The 
general contractor explained that an attempt to Increase the 
company’s equity capital had failed and that hankers were 
attemptlny to arrange addItIonal fount debt flnanclrig 
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Appendix I 
Key Events in the Design and Conotruct.ion of 
the Ambasuador’s Residence and 
the Chancery 

Chancery Building 
December 11,1984 

December 20,1984 

December 28,1984 

January lo,1985 

January lo,1985 

January l&1985 

March 8,1985 

Page I7 

The FBO Assistant Director for Construction Management 
traveled to Cairo to further assess the situation. The general 
contractor Informed him that negotiations were contlnulng 
with bankers for additional financing and the project would 
be completed In accordance with the contract 

FBO received a proposal from the general contractor that 
the US government agree to the followlng as a temporary 
measure 

US. government guarantee payment to subcontractors and 
suppliers on behalf of the general contractor. 

U.S government distribute $1.5 million to pay outstanding 
debts. 

General contractor retain I& contractual IdentIty and all 
materials would be paid for by the U.S. government. 

U.S. government pay the general contractor’s workers and 
staff directly. 

The amount earned by the general contractor would be used 
to pay the $1.5 million loan. 

If the general contractor was able to arrange Its own 
financing package, the original contract would be reinstated. 

The generaic&ractor would give right of ownership of the 
construction equipment to the U.S. qovernment. 

The FBO director wrote to the general contractor in 
response to the December 20, 1984, letter requesting that 
the general contractor (1) show by January 10, 1985, that 
capital had been infused into the company and (2) submit a 
program of work reflecting an acceleration of the rate of 
productlon sufficient to accomplish the project within the 
time permitted by the contract. 

The FBO on-site project manager reported that those 
workers who were still present on the job site (60 men) were 
mostly unskilled, and that a mlnlmal amount of real work was 
bctng accomplished. 
The general contractor delivered a letter stating that ihe 
contractor’s lenders were “in the process of studying the 
possibility of extending additional facilities to the 
contractor.” 

The FBO director formally notified the contractor bf the 
termination of the contract for default, citing the lack of 
performance. The decision was made to continue payment 
to the mechanical and electrical subcontractor to continue 
work on the pumping system and proceed with work on the 
drainage system because it was viewed as essential to 
maintain the U.S. government investment. The project was 
l/3 complete at this point. FBO decided to solicit new bids 
for the completion of the project and continue with certain 
interim work. 

Decision made to add a 17th story io the chancery 
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Apprnclix I 
Key Evrnts in the Design and ~kmstruction of 
ttw Admnsaclor’s Rtwidetwr and 
tht- (Xlancwy 

Chancery Building 
August 12,1985 

October 18,1985 
February 28,1986 

Twenty-one firms were invited to bid on the contract for 
completion of the chancery, and 11 of these firms requested 
and received drawings and speclflcations for the pro@ 

HI& were received from SIX firms. 

The contract was awarded for $19,379,200. The firm, a lolnt 
venture between U.S. and Japanese concerns, IS scheduled 
to complete the project by April 30. 1988. This contract IS for 
completion of the chancery to 17 stories The current 
estimate for the total cost to complete the 17.story 
chancery, including redesign costs, intenm work, and recent 
securitv reauirements. is $45 0 million 

Note Dctalls on the early design and constructlon actluties were sketchy. Some documents were 
rrilsslny arid some fllcs had apparently been misplaced Dates were estimated by Ff30 offlclals in some 
case:; 

* 
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A~)jwnfiis II ..___.. _.. .._ -. .__.___ -._ -... .-- . -.--~--...-- .-----.-..--_---_~ --.-------. -- 
Deficiencies in the Design of the Ambassador’s 
Residence Identified by the Project Manager 
and a State Department Consultant 

. 

. 

. 

..~__ ~. 
I)rawings incorrc~ctly indicat,od the same location in the foundation for 
hoisting machine for the family elevator and the access ladder to the 
basement,. 
Architectural drawings indicated basement elevation 7.6OM. Structural 
drawings indicated basement elevation 7.1 OM. 
The const,ruction of’ the facility was complicated by a lack of coordi- 
nated planning to provide adequate space and orderly arrangements for 
mctc:hanic:al/c~lo<:t,rical equipment. Architectural drawings were appar- 
ently essentially complete before plans were made to house equipment. 
The size of some equipment exceeded the size of the only access, a 
narrow stairway opening, to planned storage areas. There was no provi- 
sion for an adequate access opening in the event that some of the larger 
items had to be removed and replaced during the life of the facility. Sim- 
ilarly, the plans indicated a water tank, 7 feet in diameter by approxi- 
mately 12 feet long, was located in the basement of the residence with 
no access openings. The orderly sequencing of the construction was dis- 
rupted by the need to install the water tank in the basement. 
The architectural drawings indicated cast iron downspouts and balcony 
drain lines embedded in concrete columns, which is difficult to satisfac- 
torily execute in the field. It is normal to provide some means of access 
for maintenance and possible replacement. The average rainfall in Cairo 
is about one inch per year; therefore, the need for an elaborate drainage 
system was questionable 
The plumbing drawings were unaccept,able. Sanitary sewer lines under 
the rcsidencc building were indicated with numerous changes in direc- 
tion without, cleanouts; cloanouts were not indicated at the base of ver- 
tical stacks; open sit.0 drains were indicated in the main kitchen; a grease 
interceptor was not indicated at the pot sink in the main kitchen. The 
drawings wcrc in violation of basic plumbing code requirements. 
Floor drains were not indicated in the attic. With a chilled-water air con- 
ditioning system, floor drains should be provided. 
The hydro-pneumatic system was designed on the assumption that the 
city water pressure would reach a certain level on a daily basis, If the 
city water prossurc did not, reach this level, the system would not func- 
tion and city water could not be introduced into the water tank, When 
the cit,y water pressure level was checked by the project manager, a 
highly erratic pattern was found and there was no assurance that the 
city water prctssurc would reach the necessary level to enter the water 
tank. A (*omplcx rcdosign of the system was required, which took over 
1 year from the time the questionable design of the system was identi- 
ficd rmtil the final installation of the redesigned system was completed. 
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Appendix II 
Deficiencir~ in the Design of the 
Ambasswdor’f4 Hrsidrncr Identified by the 
Yrojrrt Manager and a State 
Ikpartmrnt Consultant 

Identified by 
Consultant 

-~--~ --- 
l Dctsign did not. reference I J.S. industry standards for materials and 

workmanship. 
l Electrical grounding roquircmcnts were ambiguous. 
l Pipe chases were not required. Piping was embedded in the masonry; 

correction of pipe leaks became extremely expensive. To get, to the 
pipes, demolition of that walls was required. 

l Maintenancc~ access and space for air handling units and other heating, 
ventilation, and air conditioning components were very limited. 

l Attic accc:ss and space was very limited. 
8 Domestic water system and hydra-pneumatic tanks would not work as 

originally dcsignod. 
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