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What OIG Audited 
Prior to closing out a capital construction 
project, such as building a new U.S. embassy, 
many critical requirements must be followed in 
accordance with Federal law and Department of 
State (Department) policy and guidance. The 
Department’s Bureau of Overseas Buildings 
Operations (OBO), Office of Construction 
Management, is responsible for managing major 
construction projects and applying closeout 
procedures involving major systems 
commissioning, the certification of substantial 
completion, and activities leading to the 
certification of final acceptance. 
 
The Office of Inspector General (OIG) conducted 
this audit to determine whether OBO personnel 
executed construction project closeout 
procedures in accordance with Federal, 
Department, and project-specific requirements. 
OIG performed fieldwork for this audit in the 
Washington, DC, metropolitan area as well as 
New Embassy Compound (NEC) London, the 
United Kingdom; NEC The Hague, the 
Netherlands; and NEC N’Djamena, Chad. 
 
What OIG Recommends 
OIG made 11 recommendations to improve 
OBO’s execution of closeout procedures for 
capital construction projects. In a response to a 
draft of this report, OBO concurred with the 
recommendations offered and stated that it had 
taken, or planned to take, action to address 
them. On the basis of OBO’s response, OIG 
considers five recommendations closed and six 
resolved pending further action. A synopsis of 
OBO’s response to the recommendations 
offered and OIG’s reply follow each 
recommendation in the Audit Results section of 
this report. OBO’s response to a draft of this 
report is reprinted in its entirety in Appendix B. 

September 2020 
OFFICE OF AUDITS 
CONTRACTS, GRANTS, AND INFRASTRUCTURE DIVISION 
 
Audit of the Bureau of Overseas Buildings Operations 
Process To Execute Construction Closeout Procedures 
for Selected Capital Construction Projects  
 
What OIG Found 
OBO personnel did not consistently execute construction 
project closeout procedures in accordance with Federal, 
Department, and project-specific requirements at two of 
the three locations selected for this audit. Specifically, at 
NECs London and The Hague, OBO personnel did not 
ensure that major systems were commissioned prior to 
declaring the projects substantially complete, as required. 
In addition, when the projects were declared substantially 
complete, OBO personnel did not provide the construction 
contractor with a consolidated list of all remaining work to 
be performed, completed, or corrected before final 
acceptance. Furthermore, final completion activities 
performed at NECs London and The Hague, such as 
obtaining complete and accurate as-built drawings 
(drawings of the construction as actually completed) and 
tracking warranty items, need improvement. In contrast, 
OIG found that OBO personnel overseeing the construction 
of NEC N’Djamena generally followed construction 
closeout procedures. Final acceptance of the project 
occurred in October 2018.  
 
The exceptions noted at NECs London and The Hague 
occurred for a variety of reasons, some of which are 
project specific. For example, at NEC London, a financial 
incentive to occupy the NEC because of a costly lease-back 
arrangement drove OBO personnel to deviate from typical 
closeout procedures. However, these conditions occurred 
for both projects, partly, because OBO personnel did not 
perform adequate quality assurance to identify and 
address schedule delays and their effect on the 
commissioning process. As a result, as of April 2020, the 
contractor had not completed all work required for final 
acceptance of NEC London, and the Project Director at NEC 
The Hague had not recommended to the Contracting 
Officer final acceptance of this project. For both projects, it 
has been more than 2 years since substantial completion 
was declared. 
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OBJECTIVE  

The Office of Inspector General (OIG) conducted this audit to determine whether the 
Department of State (Department), Bureau of Overseas Buildings Operations (OBO), personnel 
executed construction project closeout procedures in accordance with Federal, Department, 
and project-specific requirements. 
 
BACKGROUND 

According to the OBO Construction Management Guidebook, OBO’s mission is to “provide safe, 
secure and functional facilities that represent the U.S. Government to the host nation and 
support [Department] staff in the achievement of U.S. foreign policy objectives. These facilities 
should represent American Values and the best American architecture, design, engineering, 
technology, sustainability, art, culture and construction execution.”1 OBO’s Office of 
Construction Management is responsible for managing major construction projects with the aid 
of onsite personnel, and provides related services to ensure that such projects are completed 
on time, within budget, with proper safety and security, and in accordance with the terms of 
the contracts.2 As part of its responsibilities, OBO executes construction closeout procedures 
involving major systems commissioning, the certification of substantial completion, and 
activities leading to the certification of final acceptance. 

Federal Acquisition Regulation and Department Guidance  

The Federal Acquisition Regulation (FAR) governs the Government procurement process, 
including construction contracting. FAR Part 36 prescribes policies and procedures unique to 
contracting for construction and architect-engineer services. It includes requirements for using 
certain clauses and standard forms that apply also to contracts for dismantling, demolition, or 
removal of improvements.  
 
The OBO Construction Management Guidebook sets forth internal guidance, and policies for 
construction, and outlines responsibilities of Construction Management personnel. The Bureau 
of Administration, Office of the Procurement Executive (OPE), Overseas Contracting and 
Simplified Acquisition Guidebook provides guidance on how to award and administer common 
contracts and simplified acquisitions. Chapter 9 of the Guidebook outlines the Department’s 
policies for contracting for construction and architect-engineer services. 

Commissioning Team and the OBO Construction Project Closeout Process   

The commissioning process begins during the pre-design phase and continues through the 
occupancy and operations phase. Commissioning activities for the building systems and 
assemblies commence at the time of award of a contract. Established tests and procedures are 

 
1 OBO, Construction Management Guidebook, Volume 1, Section 1.1, “OBO Mission and Background” 1-1 (May 
2016). 
2 OBO, Construction Management Guidebook, at 21. 
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initiated to achieve the commissioning activities required during the pre-design, design, 
construction, transition, acceptance, and turnover phases of the project. The process includes, 
but is not limited to, pre-functional checks, start-up and energization, and performance testing 
of major systems. 
 
Prior to closing out a capital construction project, such as building a new U.S. embassy, many 
critical requirements must be followed in accordance with Federal law and Department of State 
(Department) policy and guidance. Project closeout procedures involve major systems 
commissioning, certification of substantial completion, final completion activities such as 
verifying completion of the punch list, obtaining as-built drawings and conducting warranty 
inspections, and final acceptance of the project.3 Before beginning the construction closeout 
process, a commissioning team with representatives from OBO, the construction contractor, 
post, and the independent commissioning agent is assigned to oversee the commissioning 
activities. According to the OBO Construction Management Guidebook, the goal of the 
commissioning process is to provide the U.S. Government with a high level of confidence that 
the building systems and assemblies have been planned, designed, procured, installed, tested, 
and adjusted in the prescribed manner to meet the design intent and specified performance.4  
  
The commissioning team verifies that the work performed is in accordance with design intent 
of the construction project, is operationally efficient and maintainable, meets safety and 
security requirements, and will result in a complete and usable facility. Additionally, the team 
confirms that embassy maintenance personnel have been properly trained in operation and 
maintenance (O&M) of the building systems, as required by the contract.   

Substantial Completion 

According to the OBO Construction Management Guidebook, substantial completion is the 
point in time when the Project Director (PD) determines that the work is sufficiently complete 
and satisfactory, in accordance with the requirements of the contract documentation; that it 
may be occupied or used for the purpose for which it is intended; and only minor items such as 
touch-up, adjustments, and minor replacements or installations remain to be completed.5 The 
PD verifies that the work is substantially complete through inspections, tests, and receipt of 
project deliverables such as as-built drawings and O&M documentation. 
 
The beginning of the construction project closeout process occurs when the contractor notifies the 
PD in writing that construction work is substantially complete. Concurrently, the PD coordinates 
with OBO’s Office of Fire Protection, Fire Protection Engineering Division, to perform progress 

 
3 OBO, Construction Management Guidebook, Volume 1, Section 3.3.9, “Commissioning” 3-48, Section 3.3.18, 
“Substantial Completion” 3-54, and Section 3.4 “Closeout and Final Completion” 3-67–3-69 (May 2016). 
4 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Attachment 2, “Commissioning 
Process and Procedures” 8 (May 2016). 
5 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Attachment 4, “Transition to 
Occupancy Activities,” Appendix B, “Definitions” 30 (May 2016). 
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and acceptance inspections before issuing a Letter of Acceptance. In addition, representatives 
from OBO’s Office of Facility Management’s Elevator Management Program are responsible for 
certifying elevators, which includes validating equipment safety, performance, and compliance 
with specifications. The Bureau of Diplomatic Security inspects the project for security 
accreditation, which requires an OBO Fire Protection Engineering Division Letter of Acceptance. 
Without this accreditation, the facility cannot be occupied. Diplomatic Security issues a 
Certificate of Substantial Compliance once all security concerns have been resolved. 
 
Upon completion of these inspections, the PD issues a Certificate of Substantial Completion, 
along with a list of the remaining minor unfinished items, referred to as a schedule of defects or 
“punch list,” which the contractor must complete within 6 months.6   

Final Acceptance Activities 

As-Built Documents and Drawings  
 
As-built drawings are drawings of the construction as actually completed, including all changes 
to the original design and details of differing site conditions. Post should keep a copy of these 
documents and drawings and send the original as-built drawings to OBO’s Office of Operations 
and Maintenance, Area Management Division. The as-built documents and drawings become 
the permanent record documents for the facility.7  
 
All as-built documents and drawings, as well as other related project documentation such as 
catalogs, operating manuals, maintenance procedures and instructions, warranties, guarantees, 
and spare parts, must be turned over to either the post General Services Officer or Facilities 
Manager as soon as available but no later than the time of final acceptance.8  
 
Warranty Management 
 
According to the FAR, the “warranty shall continue for a period of 1 year from the date of 
final acceptance of the work. If the Government takes possession of any part of the work 
before final acceptance, this warranty shall continue for a period of 1 year from the date 
the Government takes possession.”9 The PD or Senior Construction Executive and the 
Commissioning Agent should visit the project site 11 months after completion to 
determine that facility conditions are intact and functional before warranties expire at the 
1-year mark.10 The objectives of the inspection include but are not limited to: 
 

 
6 OBO, Construction Management Guidebook, Volume 1, Section 3.3.18, “Substantial Completion” 3-54 (May 
2016). 
7 OPE, Overseas Contracting and Simplified Acquisition Guidebook, Chapter 9, Part III, Section N, Subsection 2, 
“Final Completion and Acceptance” 65 (December 2017). 
8 OBO, Construction Management Guidebook, Volume 1, Section 3.4.1, “As-builts and Related Project 
Documentation provided to Post” 3-67 (May 2016). 
9 FAR 52.246-21(b), “Warranty of Construction.” 
10 OBO, Construction Management Guidebook, Volume 1, Section 3.4.5.2, “11-Month Visitation for Warranty” 3-68 
(May 2016). 
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• To evaluate the effectiveness of the warranty management progress and all 
outstanding warranty issues. 

• To evaluate current systems performance against commissioned performance 
using on-site tools, collected/historical performance data, and feedback from post 
O&M staff and facility occupants. 

• To evaluate staff operational and maintenance methodologies and expertise, 
reinforce good operational and maintenance practices, and discourage poor 
practices. 

• To reinforce training delivered at the end of construction and recommend staff 
training to enhance operational and maintenance expertise.  

• To assist with technical expertise in documenting and planning for 
remediation/resolution of outstanding warranty and latent defect issues that 
remain. 
 

OBO’s Construction, Facility, and Security Management Directorate’s Office of Facility 
Management provides Facility Managers (FM) for all posts, as well as technical assistance and 
support for managing and maintaining diplomatic facilities abroad. FM responsibilities include 
performing maintenance and condition inspections, developing and engineering preventive 
maintenance programs, and providing hands-on technical support. The FM takes responsibility 
for operating and maintaining the facility no later than the day after the date of substantial 
completion. On the date of the Certificate of Occupancy, post begins to provide and pay for all 
O&M, security, and utility costs. The FM ensures that all scheduled maintenance is performed 
and fully documented in the Computerized Maintenance Management System to ensure that 
warranty coverage is not voided. In addition, the FM manages the warranty program and issue 
warranty requests that are fully documented and include as much diagnostic information 
directly to the contractor as required. 
 
Final Acceptance 
 
Although the contractor has 6 months to complete punch list items, the final steps of 
project completion and acceptance typically begin no later than 60 days after the 
Certificate of Substantial Completion is issued. The length of time depends on the 
contractor’s ability to correct the items in the punch list. The process begins when the 
contractor notifies the PD in writing of the date the work will be fully complete and ready 
for final inspection and testing. The PD then verifies that all tests are complete; the items 
on the schedule of defects have been corrected; all work is complete; and the contractor 
has furnished all required deliverables, warranties, and releases. The PD then furnishes 
the Contracting Officer with a Recommendation for Final Acceptance. The Contracting 
Officer in turn issues the Certificate of Final Acceptance.11 Figure 1 depicts OBO’s 
construction project closeout process, beginning with the contractor’s notification to the 
PD that work is substantially complete through final acceptance.  

 
11 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Section 4.4.3, “Final Acceptance” 3 
(May 2016). 
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Figure 1: OBO's Construction Project Closeout Process Through Final Acceptance 
 

 
Source: OIG generated from information obtained from OBO’s Construction Management Guidebook regarding 
the construction closeout process.  
 
OBO Capital Construction Projects Reviewed for This Audit 
 
The OIG audit team conducted fieldwork at three New Embassy Compound (NEC) construction 
projects located in London, the United Kingdom; The Hague, the Netherlands; and N’Djamena, 
Chad. 
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NEC London 

NEC London is situated on a 4.9-acre site in the 
Nine Elms Opportunity Planning area of London and 
includes a chancery, a consular section, support 
spaces, a U.S. Marine residence, access pavilions, 
and parking. The construction contract was 
awarded in April 2012 to BL Harbert International 
(BLHI) of Birmingham, AL. The final construction 
cost12 of the project was $590.8 million. The 
construction project was hailed by OBO for its 
design, which incorporated sustainable features at 
the leading edge of practice, including aspirations 
for carbon neutrality, a self-sufficient water system, 
and goals for minimum certification as Leadership 
in Energy and Environmental Design (LEED®) 
“Gold.”13 Groundbreaking for the project occurred 
on November 13, 2013. OBO issued the Certificate 
of Substantial Completion on December 22, 2017. 
However, as of April 2020, the Department had not yet issued a Certificate of Final Acceptance.  
 
In July 2020, OIG issued a Management Assistance Report14 (see Appendix C) identifying design 
and construction deficiencies pertaining to the Combined Heat and Power System (CHP), the 
Wastewater Treatment Plant, the natural gas piping system, and the semi-circular pond on one 
side of the embassy. The identified deficiencies delayed or prevented the commissioning of 
major embassy systems and incurred additional costs for the Department. OIG made seven 
recommendations to ensure the deficiencies identified were addressed before final acceptance 
of the project. OBO concurred with the recommendations, and as of July 14, 2020, six of the 
seven recommendations had been implemented and closed, and one remained open, pending 
further action.  

 
12 Construction cost for each project is the initial contract award amount plus supplemental amounts added 
through contract amendments. 
13 According to the Green Building Certification Institute, LEED is the most widely used green building rating system 
in the world. Available for virtually all building project types, from new construction to interior fit-outs and 
operation and maintenance, LEED provides a framework that project teams can apply to create healthy, highly 
efficient, and cost-saving green buildings. LEED certification is a globally recognized symbol of sustainability 
achievement. 
14 OIG, Management Assistance Report: Execution of the New Embassy Compound London Construction Project 
Offers Multiple Lessons (AUD-CGI-20-36, July 2020). 

Figure 2: Exterior of NEC London. 
Source: Photograph from Embassy London Facebook. 
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NEC The Hague 

NEC The Hague is situated on a 
10-acre site in the municipality 
of Wassenaar and includes a 
chancery, a U.S. Marine Corps 
residence, a utility building, and 
two access pavilions. The 
construction contract was 
awarded to Caddell 
Construction Company, Inc. of 
Montgomery, AL, on September 19, 2013. The final construction cost of the project was $134 
million. Groundbreaking for the project occurred on May 28, 2014, and OBO issued the 
Certificate of Substantial Completion on November 24, 2017. However, as of April 2020, the 
Department had not issued a Certificate of Final Acceptance. 
 
In September 2019, OIG issued a Management Assistance Report15 (see Appendix D) that 
identified outstanding deliverables owed by the contractor 19 months after the project had 
been certified as substantially complete, including an incomplete lighting installation and the 
absence of a full spare parts inventory. Other deficiencies OIG identified included problems 
with an irrigation system, exterior walkway lights that could pose a tripping hazard to 
pedestrians, and the stainless-steel exterior façade exhibiting signs of corrosion on two 
buildings. OIG made five recommendations to correct the deficiencies identified before final 
acceptance of the project. OBO concurred with the recommendations, and as of March 12, 
2020, two of the five recommendations had been implemented and closed, and three remained 
open, pending further action.  

NEC N’Djamena 

NEC N’Djamena is built on a 12-
acre site in the Chagoua 
neighborhood, southeast of 
downtown N’Djamena, and 
includes a chancery, a U.S. 
Marine Corps residence, a 
support annex/warehouse, a 
utility building, and facilities for 
the embassy community. The 
construction project was 
awarded on February 19, 2014, to BLHI. The final construction cost of the project was $166 
million. Groundbreaking for the project occurred on March 19, 2015. OBO issued the Certificate 
of Substantial Completion on April 27, 2017, and the Certificate of Final Acceptance was issued 
on October 22, 2018. 

 
15 OIG, Management Assistance Report: Outstanding Construction Deliverables and Deficiencies Need Attention at 
New Embassy Compound The Hague, the Netherlands (AUD-CGI-19-38, August 2019).  

Figure 3: Exterior of NEC The Hague. 
Source: Photograph from Caddell Construction website. 
 

Figure 4: Exterior of NEC N’Djamena. 
Source: Photograph from BLHI website. 
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AUDIT RESULTS 

Finding A: OBO Personnel Did Not Ensure Major Systems Were Fully 
Commissioned Prior to the Issuance of the Certificate of Substantial Completion 
at NECs London and The Hague 

OIG found that OBO personnel did not fully execute major systems commissioning16 at two of 
the three locations selected for this audit. Specifically, at NECs London and The Hague, OBO 
personnel did not ensure that major systems were commissioned before declaring the projects 
substantially complete, as required. In contrast, OIG found that OBO personnel overseeing the 
construction of NEC N’Djamena ensured major systems were commissioned prior to declaring 
the project substantially complete. According to the OBO Construction Management 
Guidebook, the goal of the commissioning process is to provide the Department with a high 
level of confidence that the building systems and assemblies have been designed, installed, 
tested, and adjusted in the prescribed manner to meet the design intent and specified 
performance.17 The exceptions noted at NECs London and The Hague occurred for a variety of 
reasons, some of which are project specific. For example, at NEC London, a financial incentive 
to occupy NEC London because of a costly lease-back arrangement with the former embassy 
property drove OBO personnel to deviate from typical closeout procedures. However, for both 
NECs London and The Hague, major systems were not fully commissioned, at least in part, 
because OBO personnel did not perform adequate quality assurance to identify and address 
potential causes for schedule delays and the impact that would have on the commissioning 
process. As a result, OIG found and reported in two separate Management Assistance Reports 
involving NECs London and The Hague (see Appendices C and D, respectively) that numerous 
building systems did not perform as intended when substantial completion was declared. 
Furthermore, although the contractor must complete the work contained on the punch list 
within 6 months, as of April 2020, the contractor at NEC London had not completed all required 
work, nor had the PD at NEC The Hague recommended that this project be referred to the 
Contracting Officer for final acceptance. For both projects, it has been more than 2 years since 
substantial completion was declared. 
 
Major Systems Were Not Always Fully Commissioned  
 
According to OBO’s Construction Management Guidebook, commissioning activities, start-up 
testing, and training of the Government’s operating and maintenance personnel must be 
completed before OBO issues a Certificate of Substantial Completion. In addition, the 
construction contracts for each of the three projects reviewed by OIG for this audit required the 
description of major building systems in the contractor’s commissioning execution plan. 
However, OIG found that for both NEC London and NEC The Hague, OBO issued the Certificate 

 
16 Contracts identified major building systems within the commissioning plan that needed to be commissioned, 
such as domestic water heater systems and irrigation systems, among others. 
17 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Attachment 2, “Commissioning 
Process and Procedures” 8 (May 2016). 
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of Substantial Completion before the commissioning of major systems even though the systems 
could not be used for their intended purpose.  

Major Systems Not Fully Commissioned at NEC London  

On September 22, 2017, the construction contractor for the NEC London project submitted a 
request for the Certificate of Substantial Completion, which OBO granted on December 22, 
2017. Approximately 1 month later, in a letter from OBO to the contractor dated January 24, 
2018, OBO stated that when the Department declared substantial completion, several 
important commissioning activities were incomplete and various outstanding notices of 
deficiencies remained open. This letter confirms that OBO personnel were aware that more 
than minor touch-ups or adjustments remained and that the following major systems and 
installations had not been fully commissioned:  
 

• Fire Systems – Automatic sprinkler protection and a building fire alarm system with 
automatic and manual detectors, plus visual and audible notification devices deployed 
throughout the main chancery building and the parking garage.  

• Elevators – 10 electric traction lifts in the 11-story chancery and 1 electric traction lift 
and 1 hydraulic freight lift in the Service Compound Access Control building. 

• Telecommunication Lines and Equipment – A comprehensive IT platform that allows 
seamless and secure communication, data transmission, and storage.  

• Architectural Lighting and Shade Control – A computerized digital control system that 
monitors occupancy, temperature, and sunlight conditions to independently control and 
operate lighting and motorized window shades. 

• Pond – An architectural and security feature of the new embassy that includes pumps, 
filters, and a piping system used to both fill and drain the pond. 

• Stone Pavers – Cut stones that are laid in a geometric pattern, used on interior floors, 
exterior walkways, and driveways.  

 
In addition to the major systems noted above, OIG reviewed the contractor’s Commissioning 
Execution Plan for NEC London and found that additional systems were not commissioned or 
properly working at the time the PD declared the project substantially complete. Those systems 
included:    
 

• Wastewater Treatment Plant – A wastewater treatment plant provided to treat all 
sanitary drainage within the building and provide reclaimed water (i.e., non‐potable) for 
other uses within the building. 

• CHP – Two 1,600 kilowatt-electric18 natural gas generators located within a dedicated 
CHP plant room, designed to feed any excess electricity and hot water to the local grid 
once building demand was met. 

• Kitchen Equipment – Natural gas-fueled cooking equipment installed in the cafeteria 
kitchen. (Due to the United Kingdom building code non-compliance issues, however, the 

 
18 One kilowatt-electric is 1,000 watts of electrical power. 
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original natural gas-fueled equipment could not be operated and had to be replaced 
with electric equipment.) 

• Membrane Roofing – An engineered system designed to protect the building and its 
contents from the negative effects of weather, foreign objects, and the invasion of 
animals and other entities. 

 
The exceptions noted at NEC London regarding the deviation from the typical commissioning 
process occurred for a variety of reasons. One of the most significant involved a financial 
incentive to occupy NEC London punctually because of a lease-back arrangement for the former 
embassy property. Specifically, the Department sold its former embassy property located at 
Grosvenor Square to Qatari Diar, a real estate investment company, with an original lease-back 
agreement until February 2017, after which the Department would owe additional rent every 
6 months. Because construction was not completed by February 2017, as contracted, the 
Department had to extend the lease-back option of the former embassy property for an 
additional year at a cost of $34 million. Moreover, approximately $19.8 million in rent would 
have been assessed for an additional 6-month period had the Department not vacated by the 
end of February 2018. This created an obvious financial incentive to occupy NEC London as 
quickly as possible, and this consideration contributed to the decision of OBO personnel to 
issue the Certificate of Substantial Completion for NEC London in December 2017. According to 
OBO’s “New London Embassy Path to Full Occupancy and Final Acceptance” information memo, 
accepting the new embassy’s substantial completion and beneficially occupying the facility was 
determined, at the time, to be in the best interests of the Department to avoid incurring costly 
lease-back payments by remaining at the former embassy property.   
 
In addition, because of the complexity and the magnitude of the NEC London project, many 
design adjustments and changes were required during construction. The budgeted cost of NEC 
London was $1.022 billion, and OBO chose a delivery method known as Early Contractor 
Involvement (ECI) to execute this construction project. ECI is a form of collaboration by which 
the contractor works to assist the U.S. Government and the design team during the design and 
construction phases of the work. Early Contractor Involvement is a contracting method that 
provides for the early engagement of the construction contractor. ECI is intended for use on 
those projects which are sufficiently unique, complex, and/or time critical. The NEC London 
project was described as a cutting-edge project as part of OBO’s Design Excellence program 
that contained many innovative design elements. As changes were required, the Department 
issued modifications to the contract, but not all modifications considered the additional time 
required to perform the added work related to the major building systems. Without time 
extensions to complete the additional work included as part of contract modifications, the 
contractor could not be held responsible for completing additional work within the project’s 
original timeframe. This factor, along with the need to vacate the existing embassy before 
incurring additional lease costs, pressured OBO personnel to accept major building systems 
before they were fully commissioned. As reported in OIG’s Management Assistance Report 
regarding NEC London19 (see Appendix C), several major systems were not commissioned or 

 
19 AUD-CGI-20-36, July 2020. 
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operating at the time substantial completion was declared. This ultimately led to additional, 
unexpected costs. 
 
Furthermore, major systems were not fully commissioned at NEC London, at least in part, 
because OBO personnel did not perform adequate quality assurance to identify and address 
potential causes for schedule delays and the effect these delays had on the commissioning of 
major building systems. For example, the contractor submitted a request for equitable 
adjustment on February 8, 2019, stating that “[o]n December 22, 2017, the [U.S. Government] 
declared Substantial Completion, 369 days after the planned and approved completion date. 
The major delaying events caused by the [U.S. Government] can generally be attributed to two 
species of delay: (1) Delays due to incomplete [U.S. Government]-provided design documents; 
and (2) Delays due to evolving security requirements and flaws in OBO’s secure material 
procurement program.” The request included an additional 259 days of performance to 
complete the project and a mitigation amounting to $82,708,652. The Department negotiated a 
settlement and issued two contract modifications. First, the Department modified the contract 
on May 2, 2019, to grant an additional 279 days to the schedule and payment that included 200 
compensable days at a cost of $10,970,600. A second modification was made on August 1, 
2019, which awarded the contractor an additional $7,159,778. 

Major Systems Not Commissioned at NEC The Hague  

On November 20, 2017, the contractor submitted to OBO a request for the Certificate of 
Substantial Completion. The PD declared the project substantially complete on November 24, 
2017, even though some major systems had not been fully commissioned. Those systems 
included: 
 

• The irrigation system – An engineered system consisting of pumps, piping, sprinklers, 
and controllers for watering plants and the lawn. 

• The chiller system – A dedicated heat reclaim chiller, plus an air-cooled chiller to 
generate chilled water for the air handling system that cools the building.  

• The water treatment plant – A domestic water treatment system that includes 
recirculation pumps, treatment pumps, booster pumps, tanks, filters, absorbers, water 
softeners, disinfection system, and controls. 

• The hot water heater system – A hot water heating system to generate hot water for 
the facility, consisting of a condensing boiler, pumps, tanks, filters, water softeners, 
disinfection system, instantaneous electric heater, and controls.  

 
The lack of fully commissioned major systems at NEC The Hague involved issues like those at 
NEC London. These included design issues as well as the fact that OBO personnel did not 
perform adequate quality assurance to identify and address potential causes for schedule 
delays and the effect of those delays on the commissioning of major building systems. For 
example, the irrigation system for the compound did not have adequate filtration to prevent 
clogging caused by debris—including dirt and algae—in the natural pond used to provide water 
for irrigation. Because the pumps selected and purchased did not have adequate filtration, the 
pump system faltered, and the irrigation system could not be used as designed and built. In 
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another example, OIG noted that the stainless-steel exterior façades on the Access Control 
facility and the new office building were rusting approximately 17 months after substantial 
completion of construction was declared. In addition, the water treatment plant needed 
additional work because of the lack of water flow through a piping system that was built to 
OBO standards. However, it did not provide enough flow, resulting in non-potable water at 
some locations within the NEC. 

Major Systems Were Fully Commissioned at NEC N’Djamena  

The construction contractor for NEC N’Djamena, BLHI, provided a memorandum dated April 22, 
2017, to the OBO PD stating that the project had achieved substantial completion in accordance 
with the contract requirements. According to the project requirements, 37 minor activities 
remained open after the PD awarded the Certificate of Substantial Completion. According to 
the FM, only minor challenges were encountered during commissioning at NEC N'Djamena. For 
example, the carpet tiles in the health unit needed to be re-glued, the high-efficiency 
particulate air filters wore out much faster than anticipated, and the generators required minor 
work. OIG confirmed that no open deficiencies were noted on the commissioning action list 
that would have an effect on or prevent the building occupant from using the facility for its 
intended purpose, and final acceptance of the NEC N'Djamena construction project occurred in 
October 2018.  
 
Conclusion 
 
Commissioning entails the organization and control of the activities required to ensure that the 
transition period between completion of construction and occupancy will proceed without 
delay and will result in a complete and usable facility that meets all functional requirements. To 
achieve this, most commissioning activities should be targeted for completion by the project’s 
substantial completion date, particularly major building systems that are vital to the 
functionality of the facility. Attention to quality assurance and the resources necessary to 
execute robust oversight is paramount, especially when construction contracts are complex, 
large scale, and costly. This commissioning process was not performed adequately at NECs 
London and The Hague, and substantial completion was declared before major building systems 
were fully commissioned. As a result, substantial effort and additional resources have been 
expended to remedy the deficiencies at NEC London. Moreover, as of April 2020, final 
acceptance of the construction projects at both NECs London and The Hague had not been 
realized more than 2 years after substantial completion was declared, a process that is 
intended to take 6 months or less. In an earlier report,20 OIG identified similar deficiencies with 
the fact that major systems were not commissioned before the issuance of substantial 
completion. Because the recommendations made to address that issue had not been closed as 
of May 2020, OIG is making the following related recommendations: 
 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures that require Project Directors assigned 

 
20 OIG, Audit of Bureau of Overseas Buildings Operations’ Oversight of New Construction Projects at the U.S. 
Embassy in Kabul, Afghanistan (AUD-MERO-18-17, January 2018). 
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to execute a construction project to establish attainable project milestones and update 
those milestones when contract modifications are executed to ensure all major building 
systems are tested and commissioned before issuing the Certificate of Substantial 
Completion. 

Management Response: OBO concurred with the recommendation, stating that all 
systems should be complete and commissioned at substantial completion. OBO noted 
that the current contract “Division 1” specifications are in line with OIG’s 
recommendation. OBO further noted that modifications and changes to milestones are 
required to be captured in the Project Execution Schedule for each project. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and actions 
taken, OIG considers this recommendation closed. OIG reviewed the updated “Division 
1” requirements for managing the Project Execution Schedule. If OBO personnel follow 
the established procedures to establish and update project milestones and OBO 
management monitors compliance with those procedures, major building systems 
would be tested and commissioned prior to substantial completion to the extent 
possible. No further action regarding this recommendation is required. 
  
Recommendation 2: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures, when circumstances warrant deviation 
from standard construction project closeout procedures, that require the Project 
Director to justify and document the decision to issue the Certificate of Substantial 
Completion before all major building systems are tested and commissioned, including 
how such decisions influence project milestones, the additional costs to be incurred, 
and the projected final acceptance date of the project.  

Management Response: OBO concurred with the recommendation, stating that an 
update to OBO’s Policy and Procedures Directive is scheduled for completion by the end 
of December 2020, which will include “the authority, requirements, and procedures for 
beneficial occupancy, as allowed by the FAR but not previously defined in OBO policy.”  
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO established and implemented procedures, when circumstances 
warrant deviation from standard construction project closeout procedures, that require 
the PD to justify and document the decision to issue the Certificate of Substantial 
Completion before all major building systems are tested and commissioned. 
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Finding B: OBO Personnel Did Not Promptly Provide the Contractor With a 
Consolidated List of Work To Be Performed, Completed, or Corrected After 
Substantial Completion at NECs London and The Hague 

OIG found that OBO personnel at NECs London and The Hague did not provide the construction 
contractor with a consolidated list of remaining work to be performed or corrected after the 
issuance of the Certificate of Substantial Completion. In contrast, OIG found that OBO 
personnel overseeing the construction of NEC N’Djamena provided the contractor a complete 
“punch list,” also known as a schedule of defects, in accordance with OBO guidance. A punch 
list item is typically a minor defect that needs to be corrected, adjusted, or replaced before a 
Certificate of Final Acceptance for the construction project can be issued. According to the OBO 
Construction Management Guidebook, the Certificate of Substantial Completion begins a 6-
month window, during which the contractor must complete punch list items.21 Work items that 
are not completed or corrected but are not included on the punch list following substantial 
completion are considered accepted and not the general responsibility of the construction 
contractor.  
 
The exceptions noted at NECs London and The Hague occurred, in part, because OBO personnel 
were not attentive when inspecting the contractor’s work and communicating a consolidated 
punch list to the contractor to specify what needed to be performed, completed, or corrected 
after the issuance of the Certificate of Substantial Completion. As of April 2020, final 
acceptance of the construction projects at both NECs London and The Hague remain pending 
more than 2 years after the issuance of the Certificate of Substantial Completion. 
  
Complete and Accurate Punch List Was Not Always Provided  
 
Before OBO declares that a construction project has achieved substantial completion, a detailed 
inspection must be performed on all work and a list of deficiencies developed.22 Each contract 
reviewed by OIG for this audit required OBO to provide the contractor with a punch list of 
minor items designated as remaining to be performed, completed, or corrected before the 
work would be finally accepted. According to the OBO Construction Management Guidebook, 
the punch list or schedule of defects should be completed within 6 months of substantial 
completion and must be managed by the PD until the contractor completes the work.23 OIG 
found that when the projects at both NEC London and NEC The Hague were declared by the PD 
to be substantially complete, a consolidated and comprehensive punch list had not been 
prepared by OBO and presented to the contractors. This occurred, in part, because OBO 
personnel did not consistently track outstanding items and communicate a consolidated punch 
list to the contractor. Without providing a complete punch list of all remaining items to be 

 
21 OBO, Construction Management Guidebook, Volume 1, Section 3.3.18, “Substantial Completion” 3-54 (May 
2016). 
22 OPE, Overseas Contracting and Simplified Acquisition Guidebook, Chapter 9, Part III, Section N, Subsection 1, 
“Substantial Completion” 63 (December 2017). 
23 OBO, Construction Management Guidebook, Volume 1, Section 3.3.18, “Substantial Completion” 3-54 (May 
2016). 
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performed, completed, or corrected, there is increased risk that contractually required work 
will go unaddressed by the construction contractor. In addition, the contractor may not honor 
any requests for additional work beyond what is included on the punch list at the time the PD 
declared substantial completion because the FAR only permits the additional inclusion of items 
classified as latent defects, fraud, and gross mistakes amounting to fraud subsequent to 
acceptance.24 

Punch Lists Incomplete at NEC London  

According to the FAR, the contractor is responsible for controlling the quality of services and 
tendering only those services that conform to the contract requirements.25 Government 
agencies ensure that contracts include inspection and other quality requirements, including 
warranty clauses to protect the Government’s interest.26 The Government must conduct quality 
assurance before acceptance and should reject nonconforming work.  
 
In keeping with these standards, each contract reviewed by OIG identified the contractor’s 
responsibility for quality control and the Government’s responsibility for quality assurance. The 
contracts all required the contractor to implement an appropriate inspection system that would 
be carried out by supervisory staff. Any shortcomings or substandard conditions were to be 
promptly corrected and conditions beyond contractor responsibility should have been brought 
to the attention of the Contracting Officer or the Contracting Officer’s Representative. The 
Contracting Officer’s Representative was required to perform inspections of the contractor’s 
work to determine if it was being performed in a satisfactory manner. OBO assigned the PD 
onsite at the project to fulfill this role on behalf of the Department. In addition, according to 
the OBO Construction Management Guidebook, “The composition and number of technical 
personnel on the PD’s staff will depend on the requirements of the project. The staff typically 
includes civil/structural, mechanical, and electrical disciplines.”27 
 
OIG found that, for NEC London, the Certificate of Substantial Completion was issued in 
December 2017 and was accompanied by 14 separate “Notices of Deficiencies” containing 
more than 1,400 individual items. Each Notice of Deficiencies varied in format, and the items on 
the notices were inconsistently tracked, which made it difficult for OIG to determine which 
items remained open and which had been addressed and closed. 
 
OIG made several requests to OBO for a consolidated punch list and finally received such a list 
in October 2019. However, the list provided did not represent a truly consolidated list because 
the documentation provided included separate lists from OBO Fire and Elevator inspections. 
OIG also found items that were incorrectly omitted from the punch list. For example, OIG 
reviewed inspection reports performed by third-party contractors and noted deficiencies that 
were not included on the punch list and provided to the contractor when the PD provided a 
Certificate of Substantial Completion. This occurred, in part, because of a lack of quality 

 
24 FAR 52.246-12(i), “Inspection of Construction.” 
25 FAR 46.105(a)(1),(2), “Contractor Responsibilities.”  
26 FAR 46.102(a), “Policy.” 
27 OBO, Construction Management Guidebook, Volume 1, Section 3.1.2, “Site Staff” 3-1 (May 2016). 
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assurance and the timely execution of inspections of the contractor’s work. Specifically, once 
the contractor submits the request for the Certificate of Substantial Completion, a walk-
through of the project is to be conducted along with all required inspections. During this walk-
through, all items needing completion or correction are to be added to a consolidated punch 
list to be presented to the contractor with the Certificate of Substantial Completion. This did 
not occur at NEC London.  

Lack of Quality Assurance Before Issuance of the Certificate of Substantial Completion 

OIG found that a lack of quality assurance, and particularly inspections of the contractor’s work, 
led to unidentified construction defects that should have been included on the punch list for 
NEC London but were not.  
 
According to OBO officials, the NEC London project sometimes did not have the appropriate 
personnel onsite to conduct full inspections of the contactor’s work. For example, according to 
post officials, the OBO electrical engineer assigned to the NEC London construction project left 
the site and was not replaced for 14 months. During this time, no electrical engineer was on site 
to maintain oversight of contractor and subcontractor electrical engineers.  
 
OBO officials acknowledged, the NEC London project was complex and large in scope. The 
assigned level of oversight staff should have been commensurate with the project’s size and 
complexity, and it would have been prudent for OBO to add additional quality assurance 
controls, such as workmanship inspections, to ensure proper construction and installation by 
the contractor. For example, the exterior façade of NEC London was a unique design that had 
never been used before. Specifically, the contract contained requirements for a high-
performance façade using laminated glazing and an outer envelope of ethylene 
tetrafluoroethylene, construction techniques and materials that were designed to prevent 
excessive solar gain and to mitigate glare and uniformly distribute daylight throughout the 
building. The Statement of Work noted that elements of the project’s exterior design “in some 
cases involve non-standard materials and materials applications which are unprecedented.” 
Although quality control is the responsibility of the contractor, quality assurance is the 
responsibility of OBO. Given such cutting-edge design and construction, and the limited 
experience with the oversight of such evolving technologies, additional OBO staffing and 
oversight of the contractor’s work was necessary and prudent.  
 
OBO officials acknowledged, however, that effective quality assurance of the façade was not 
performed before issuing the Certificate of Substantial Completion. According to OBO officials, 
an inspection of the building’s façade was not undertaken before substantial completion was 
declared because the exterior scaffolding had been removed before the inspection could occur, 
so they did the best they could observing from the ground. OBO officials added that their field 
office observed the installation of the building façade, but the PD did not recognize the value of 
additional inspections to commission the system, as required by the contract.  
 
In addition, according to a London Embassy Facilities Management official, the original PD left 
London before construction was completed and was not immediately replaced, which created a 
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gap in critical staffing that made finishing the project and closing out punch list items difficult. 
In April 2019, the FM stated that he did not know who the current PD or COR was for the 
project. As a collective result, oversight of the construction process and quality assurance over 
contractor work was inadequate, and punch list items were not properly identified and 
communicated to the contractor promptly following the issuance of the Certificate of 
Substantial Completion at NEC London. 

NEC The Hague Deviated From Prescribed Punch List Procedures  

The Certificate of Substantial Completion for NEC The Hauge was issued in November 2017. 
According to OBO personnel and the contractor’s warranty manager, a verbal agreement 
between the OBO PD and the contractor kept the punch list open so that items could be added 
after the date substantial completion was declared. Although the agreement did not have a 
date that items could no longer be added, according to an OBO official, it was later agreed that 
no additional items would be added after July 2018. The same OBO official noted that the initial 
punch list had more than 2,000 items.  
 
This deviation from OBO closeout procedures came with risks to the Department. The FAR only 
permits the additional inclusion of items classified as latent defects, fraud, and gross mistakes 
amounting to fraud after acceptance.28 On OBO projects, substantial completion typically 
triggers the start of the 1-year General Contractor Warranty. By deviating from OBO closeout 
procedures and executing a nonbinding, verbal agreement, the Department was at risk that the 
contractor would not accept responsibility for legitimate items identified after substantial 
completion was declared. For example, the contractor could claim that an item was accepted as 
is or that an item would be a warranty item that would not need to be completed before final 
acceptance unlike a punch list item that is contractually required to be complete before final 
acceptance. In this instance, OIG obtained no evidence identifying specific negative 
consequences. For example, as of June 2019, approximately 19 months after OBO issued the 
Certificate of Substantial Completion, only two punch list items needed to be completed: (1) 
removing a curb and lowering a sidewalk to smoothly transition to the main roadway in front of 
the compound and (2) providing lighting for bench seats along an embassy compound walkway 
that was improperly installed below the seating. As of April 2020, however, final acceptance of 
the NEC The Hague project remains pending more than 2 years after substantial completion 
was declared. 

Punch List Items Were Addressed at NEC N’Djamena   

At the time substantial completion was declared, OBO provided the contractor with a complete 
punch list containing approximately 600 items of minor defects in need of completion or 
correction before final acceptance. These minor defects included, for example, the need to 
install a missing electrical fixture, touch up paint at an entrance frame and door, and install 
required disconnect switches for the wastewater treatment system. According to the 
contractor’s request for substantial completion, all open items had estimated completion dates 
between April and June 2017. No items were added to the punch list after substantial 

 
28 FAR 52.246-12(i), “Inspection of Construction.” 
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completion. This project generally followed OBO closeout procedures because of adequate 
quality assurance and early involvement of the Post Facilities Management personnel and the 
commissioning agent. OIG confirmed that all items required to be furnished by the contractor 
were delivered prior to final acceptance. 
 
Conclusion 
 
A punch list item is typically a minor defect that needs to be performed, completed, or 
corrected before a Certificate of Final Acceptance for the construction project can be issued.29  
OIG found that both NEC London and NEC The Hague deviated from prescribed procedures for 
preparing a consolidated punch list. As a result, as of April 2020, final acceptance of these 
construction projects had not been realized more than 2 years after substantial completion was 
declared, a process that is intended to take 6 months or less. Although OIG recognizes that 
multiple factors have contributed to the reasons final acceptance has not occurred, OIG 
concludes that one contributing factor was the fact that the Department did not follow 
procedures to provide a consolidated punch list promptly following the issuance of the 
Certificate of Substantial Completion. OIG is therefore offering the following recommendations:  
 

Recommendation 3: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures requiring Project Directors assigned to 
execute a construction project to ensure that a complete and accurate punch list is 
provided to the contractor with the issuance of the Certificate of Substantial 
Completion.    

Management Response: OBO concurred with the recommendation, stating that an 
update to the OBO Construction Management Guidebook is scheduled to be released by 
the end of January 2021. OBO stated that the updated Guidebook will emphasize the 
importance of a complete and accurate punch list. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO established and implemented procedures requiring PDs 
assigned to execute a construction project to ensure that a complete and accurate 
punch list is provided to the contractor with the issuance of the Certificate of Substantial 
Completion.  
 
Recommendation 4: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures, when circumstances warrant deviation 
from standard construction project closeout procedures, that require the Project 
Directors to justify and document the decision to issue the Certificate of Substantial 

 
29 OBO, Construction Management Guidebook, Volume 2, Appendix B, "Policy and Procedures Directives," P&PD 
CM 01, "Commissioning and Transition to Occupancy of Overseas Facilities," Attachment 4, "Transition to 
Occupancy Activities," Appendix B, "Definitions" 30 (May 2016). 
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Completion without promptly providing a consolidated, complete, and accurate punch 
list to the contractor, including the impact of such decisions on the projected final 
acceptance date of the project and the additional costs to be incurred as a result.   

Management Response: OBO concurred with the recommendation, stating that an 
update to the OBO Construction Management Guidebook is scheduled to be released by 
the end of January 2021. OBO stated that the updated Guidebook will emphasize the 
importance of a complete and accurate punch list, including examples and procedures 
to follow if deviation from the policy is required. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO established and implemented procedures, when circumstances 
warrant deviation from standard construction project closeout procedures, that require 
PDs to justify and document the decision to issue the Certificate of Substantial 
Completion without promptly providing a consolidated, complete, and accurate punch 
list to the contractor. 
 
Recommendation 5: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement staffing plans for all capital construction projects, 
especially those projects that are complex, large scale, and costly (such as New Embassy 
Compound London) to ensure that the staff assigned are available and onsite at key 
junctures of the construction project to ensure quality assurance is effectively 
performed and project milestones are met.  

Management Response: OBO concurred with the recommendation, stating that, in 
coordination with the Bureau of Global Talent Management, it has created standard job 
descriptions for OBO Construction Management field staff, which should improve the 
hiring process for such staff. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and actions 
taken, OIG considers this recommendation closed. According to OBO officials, staffing 
plans are required for all overseas construction projects and those staffing plans are 
updated as changes occur; however, OBO has had difficulty in filling all positions. OIG 
reviewed the standard job descriptions for OBO Construction Management Field staff 
created by OBO in coordination with the Bureau of Global Talent Management. Applying 
these standard job descriptions should improve the hiring process for OBO Construction 
Management field staff. The actions taken meet the intent of the recommendation. No 
further action regarding this recommendation is required. 
 
Recommendation 6: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures, when circumstances warrant deviation 
from established staffing plans for capital construction projects, that require the Project 
Director to document the deviation from the staffing plan, including the effect of such 
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decisions on project milestones, the additional costs to be incurred, and the projected 
final acceptance date of the project.   

Management Response: OBO concurred with the recommendation, stating that quality 
assurance and contract enforcement are impacted by staffing shortfalls, and OBO uses 
temporary duty assignments and third-party contractors to support projects. OBO also 
stated that an update to the OBO Construction Management Guidebook, scheduled to 
be released by the end of January 2021, will include procedures for PDs to follow if 
understaffing threatens project quality assurance. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO established and implemented procedures, when circumstances 
warrant deviation from established staffing plans for capital construction projects, that 
require the PD to document the deviation from the staffing plan, including the effect of 
such decisions on project milestones, the additional costs to be incurred, and the 
projected final acceptance date of the project.   

Finding C: Improvements Are Needed in the Performance of Activities After 
Substantial Completion To Achieve Final Acceptance  

OIG found that the performance of final acceptance activities by OBO personnel at NECs 
London and The Hague need improvement. Specifically, OIG found that the as-built drawings30 
at both NEC London and NEC the Hague were incomplete and inaccurate. At The Hague, 
according to the FM, the as-built drawings did not represent the as-built configuration of the 
car wash, among other issues that were identified when performing maintenance. With respect 
to warranty management, OIG found that the punch list and the warranty lists at NECs London 
and The Hague were combined, making it difficult to reconcile contract requirement 
deficiencies and verify completion status. In addition, sign-off disposition with dates and 
comments was not consistent for tracking completion of defects. Like other findings in this 
audit, the deficiencies noted occurred, in large part, because of inattention to quality 
assurance. In addition, the warranty and punch list tracking process was not standardized for all 
projects. Furthermore, OBO personnel failed to verify completeness and accuracy of the as-built 
documents and drawings submitted by the contractor. However, OIG also determined that OBO 
contract requirements for preparing complete and accurate as-built documentation and 
drawings could be improved, including by requiring the use of electronic format for maintaining 
as-built documents and delivering record documents and drawings throughout the construction 
process. 

 
30 According to the Overseas Contracting and Simplified Acquisition Guidebook, Chapter 9, as-built documents and 
drawings are specific to the construction as actually completed, including all changes to the original design and 
details of differing site conditions. Post is to keep a copy of these documents and drawings and send the original 
as-built documents and drawings to OBO’s Office of Operations and Maintenance, Area Management Division. The 
as-built document and drawings become the permanent record documents for the facility. Part III, Section N, 
Subsection 2, “Final Completion and Acceptance” 68 (December 2017). 
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In contrast, OIG found that OBO personnel overseeing the construction of NEC N’Djamena 
generally followed procedures related to final acceptance activities and implemented practices 
to advance the project to final acceptance. In addition, OIG noted that the early involvement of 
the FM at post during the construction facilitated the warranty process and progress toward 
final acceptance. As a result, only the NEC N’Djamena project has achieved final acceptance; in 
contrast, as of April 2020, the contractor had not completed all work required for final 
acceptance at NEC London, and the PD at NEC The Hague had not recommended final 
acceptance of this project, more than 2 years after both projects were declared substantially 
complete.  
 
Procedures for Final Acceptance Activities at NEC London 
 
According to OBO’s Construction Management Guidebook, the final steps of project completion 
and acceptance typically begin no later than 60 days after the Certificate of Substantial 
Completion is issued.31 The Substantial Completion letter starts a 6-month window for the 
contractor to complete items on the schedule of defects. Once the contractor notifies the PD 
that all work is complete and ready for final inspection and testing, the PD verifies that all tests 
are complete, the items on the schedule of defects have been corrected, all work is complete, 
and the contractor has furnished all required deliverables—including as-built drawings, spare 
parts, and system entries into the computerized maintenance management system—as well as 
all warranties and releases.32 In addition, although not a requirement for the recommendation 
of final acceptance, warranty management begins at the time of substantial completion and 
continues until all warranties expire. 
 
OIG found that at NEC London the as-built drawings were incomplete and inaccurate. In 
addition, the contractor did not populate the computerized maintenance management system 
with all systems prior to substantial completion, as required. Furthermore, OIG found that the 
warranty management process employed at NEC London was inadequate. Below are details 
related to these conditions. 

As-Built Documents and Drawings 

Various design adjustments and changes were required during construction. It is very important 
from a Facilities Management perspective to ensure that all these changes are captured and 
reflected in the as-built drawings to ensure that needed repairs or modifications to the installed 
systems can be accomplished without first having to locate missing or misidentified 
components. This is especially important in emergency scenarios where electrical or mechanical 
systems may need to be shut down in an expedient manner.  
 

 
31 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Section 4.4.3, “Final Acceptance” 3 
(May 2016). 
32 OBO, Construction Management Guidebook, Volume 2, Appendix B, “Policy and Procedures Directives,” P&PD 
CM 01, “Commissioning and Transition to Occupancy of Overseas Facilities,” Section 4.4.3, “Final Acceptance” 3 
(May 2016). 



UNCLASSIFIED 
 

AUD-CGI-20-43 22 
UNCLASSIFIED 

OIG found the as-built drawings for NEC London did not depict as-built conditions. In many 
instances, a note was simply added to the drawing that referenced a Request for Information or 
a contract modification. Facilities Management personnel, however, generally do not have 
access to these types of documents, especially years after project acceptance and turnover, 
when such information may be needed to access or modify the existing systems. Therefore, the 
practice employed at NEC London to depict as-built conditions was of limited benefit.  
 
In addition, OIG identified areas of the embassy’s roof where items were not installed in 
accordance with the contract requirements. The as-built drawings submitted by the contractor, 
however, did not always reflect the actual as-built conditions of some of the installed items. For 
example, the as-built drawings, Figure 5, of a communications antenna on the roof and a photo 
of the actual antenna as-installed, Figure 6, show a significant difference. The Figure 5 drawing 
shows a metal flashing that was to be installed between the concrete pad and the base of the 
antenna mounting baseplate. That flashing completely covers the concrete pad, and the four 
bolts attaching the baseplate to the concrete pad pass through the flashing. The penetrations 
are then closed with sealant. However, according to a construction engineer working with the 
audit team, the contractor did not install the flashing. Instead, as shown in Figure 6, the 
contractor installed the roofing material over the baseplate and the concrete pad and then 
tried to make the roofing material conform to the shape of the baseplate and mast. Such 
installation procedures were not consistent with what is depicted in the as-built drawing. 
 

Global Maintenance Management System33 

Post begins to provide and pay for all O&M on the date of occupancy, and the FM must ensure 
that all scheduled maintenance is performed and fully documented in the Computerized 

 
33 GMMS is an application that replaced the legacy WebPASS Work Order for Windows as the standard automated 
system supporting the Department's requirements for planning, managing, and accomplishing facility management 
activities overseas. OBO, Facility Management Guidebook, “Global Maintenance Management System (GMMS),” 
105 (August 23, 2017).  

Figure 6: Antenna on roof of NEC London.  
Source: OIG photograph taken April 2019.  

Figure 5: Equipment Pad Flashing NEC London.  
Source: Provided by OBO.  
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Maintenance Management System to ensure that warranty coverage is not voided.34 
Accordingly, it is imperative that all system information and maintenance requirements are 
complete at the time of substantial completion. In addition, according to the construction 
contract, the contractor must load the Computerized Maintenance plan into the post’s work 
order application 60 days before substantial completion. This plan includes information such as 
what maintenance needs to be completed at what times and intervals for the various systems 
installed in the embassy. However, according to London post officials, the contractor did not 
load complete and final system requirements into the Global Maintenance Management 
System (GMMS) prior to the issuance of substantial completion. Instead, Facilities Management 
personnel manually entered the data using the system operation and system. OBO issued a 
Notice of Deficiency regarding the GMMS to the contractor in September 2017, which was 
pending closure in October 2019, 22 months after substantial completion was declared. As a 
result, during the 11-month London warranty inspection, the warranty team noted the lack of a 
complete and operational GMMS prior to occupancy that created difficulty in transitioning to 
regular maintenance operations. Without complete information in GMMS,35 maintenance 
cannot be properly scheduled, which jeopardizes installed systems and places applicable 
manufacturer warranties at risk. 

Warranty Management  

The principal purposes of a warranty in a Government contract are to delineate the rights and 
obligations of the contractor and the Government for defective items and services and to foster 
quality performance.36 Unlike the deficiencies identified on the punch list provided at 
substantial completion, the completion of warranty items is not necessary for the 
recommendation for final acceptance by the PD. 
 
Before conducting the 11-month warranty inspection at NEC London in November 2018, the 
Department commissioned two third-party contractors to conduct inspections on the building’s 
rain cladding and tensioned sails. The contractor inspecting the rain cladding identified more 
than 700 defects, including missing restraint lugs and improperly installed, missing, or damaged 
weatherproofing gaskets. The contractor inspecting the tensioned sails listed in its inspection 
report 30 types of construction phase defects and more than 1,200 individual deficiencies, 
including wrinkles, splits, and tears in the sails and several loose wind cables. Additionally, the 
inspectors found missing, improperly installed, or incorrectly sized nuts, bolts, and clamps used 
to secure the sail panels, which caused broken or missing fittings. Although some items 
identified in these two inspections could be considered warranty items, some of the items 
could be considered construction defects that should have been identified and added to the 
punch list at substantial completion. However, the issues noted above were not identified and 
addressed before declaring NEC London substantially complete because OBO did not conduct 

 
34 OBO, Construction Management Guidebook, Volume 1, Section 2.5.5.7, “Warranty Management,” 2-52 (May 
2016). 
35 GMMS contains systems and equipment information, maintenance schedules, warranty data and spare parts 
lists.   
36 FAR 46.702(a)(1).(2), “General.” FAR 46.7, “Warranties,” provides guidance on warranty use in contracts and 
solicitations. 
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an effective quality assurance inspection of the façade before issuing the Certificate of 
Substantial Completion.37 Had the construction deficiencies been identified prior to substantial 
completion, OBO should have put the deficiencies on the punch list to be corrected. This would 
have obligated the contractor to remedy all the construction defects as a contracted 
requirement before final acceptance rather than a warranty item that could possibly be 
denied.    
 
In addition, OIG found that some of the items on the punch list (as noted before, there was not 
one consolidated punch list but 14 separate lists) related to warranty items. Likewise, some of 
the items listed on the warranty list should have been identified as punch list items. Eventually, 
OBO and the contractor agreed to combine the punch list and the warranty list38 because, 
according to OBO officials, this would make it easier to track both. However, because OIG 
identified items that appeared to have been marked as defects and claimed as warranty items 
and vice versa, it was difficult to identify the punch list contractual requirements. In fact, 
combining the issues in this way was inconsistent with OBO Construction Alert A-2010-06, 
which states that the contractor shall not be allowed to view the Schedule of Defects as 
“warranty issues.”39 In addition to failing to follow its own policy, this practice makes it difficult 
for OBO to hold the construction contractor accountable for contractual obligations to address 
all punch list items before final acceptance.  
 
Furthermore, spare materials and parts are required for operating, maintaining, and repairing 
building systems and installed equipment. OIG found that, at NEC London, the contractor failed 
to provide the required materials and spare parts. For example, in OBO’s response to the 
contractor’s request for substantial completion declaration for NEC London, OBO stated that 
the contractor had not turned over to the Government spare materials, as required by the 
contract. Without a complete set of spare parts, the Department could not promptly perform 
the scheduled maintenance of NEC London systems, which also puts the warranty terms of 
these systems in jeopardy. 
 
Final Acceptance Activities at NEC The Hague 

OIG found that at NEC The Hague the as-built drawings were incomplete and inaccurate. In 
addition, the contractor did not populate the computerized maintenance management system 
with all systems prior to substantial completion, as required. The warranty management 
process employed was inadequate. Moreover, OIG found that the contractor did not provide 

 
37 FAR 46.102(c), “Policy,” requires quality assurance Government acceptance. 
38 FAR 46.702(b)(2), “General,” states that a warranty should provide a “stated period of time or use, or the 
occurrence of a specified event, after acceptance by the Government to assert a contractual right for the 
correction of defects.” That is, in contrast to a punch list, which are items that are identified before acceptance,  
FAR 46.706(b)(1), “General,” warranty items are defects identified during the warranty period but do not include 
damage caused by the government (i.e., substantial completion starts warranty period).   
39 OBO, Office of Construction Management, Construction Alert A-2010-06 (September 21, 2010). 
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spare parts for major systems more than 17 months after substantial completion was declared, 
which resulted in maintenance delays because expected parts were unavailable.  

As-Built Documents and Drawings 

OIG found that the as-built documents and drawings were incomplete and incorrect. For 
example, the as-built drawings observed at The Hague were dated February 2017, 9 months 
before substantial completion. During the intervening time, construction activities continued, 
and changes were made to the facility, such as the addition of a parking canopy noted in a 
modification to the contract in April 2017. In addition, according to FM personnel at NEC The 
Hague, the car wash drawings do not match the as-built conditions. Furthermore, when 
performing maintenance on the sewer system, FM personnel consulted the as-built drawings 
and discovered they deviated by about 20 percent from actual conditions. Inaccurate as-built 
drawings impede the timely completion of maintenance and repairs. For example, FM 
personnel may need to spend additional time locating system components and items needing 
repair if they are not built in accordance with original designs and not corrected in the final 
drawings.  

Global Maintenance Management System 

As was the case at NEC London, The Hague’s Facility Manager stated that GMMS was only 
partially loaded by the contractor. According to the contract for the construction of NEC The 
Hague, the contractor must complete the computerized maintenance plan 60 days prior to 
substantial completion. However, the contractor’s incomplete population of GMMS was not 
included in the punch list as a requirement to be completed before final acceptance. Without 
the completed population of system data and maintenance requirements in GMMS, 
maintenance may not be properly scheduled and performed, jeopardizing installed systems and 
placing applicable manufacturer warranties at risk. 

Warranty Management  

Before final acceptance of the NEC The Hague project, OBO personnel must ensure that all 
deficient items noted in the punch list have been performed, completed, or corrected. 
However, like at NEC London, officials at NEC The Hague combined punch list and warranty 
items into one consolidated list to make tracking such items easier, although doing so actually 
made it more difficult to reconcile contract requirement deficiencies and ensure they were 
completed and closed. In addition, comments associated with the list prepared by OBO were 
not consistently updated or added for tracking the completion of defects. As a result, OIG could 
not confirm that work had been completed. For example, OIG received a punch list for NEC The 
Hague from OBO in July 2019 showing that 26 items remained open and that 61 had moved to 
the warranty list. However, during audit fieldwork at the embassy in April 2019, the FM stated 
that almost all items had been completed but had not been verified and cleared. The Warranty 
Manager further stated that the FM had “a stack of paper” for each item to document 
completion but the FM did not have the personnel to verify and close the open items. In 
addition, the process to verify and track warranty and punch list items at NEC The Hague, and 
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to note their completion, was performed manually, using paper and pen, rather than 
electronically. 

Spare Parts 

OIG found that the construction contractor at NEC The Hague failed to provide the required 
materials and spare parts. For example, according to NEC The Hague’s 11-month warranty 
inspection, the spare parts list was placed on the warranty list but was moved back to the 
punch list because the contractor failed to provide receipts confirming turnover of required 
spare parts. During fieldwork for this audit in April 2019, approximately 17 months after 
substantial completion had been declared, an OBO official stated that NEC The Hague’s 
warehouse clerk had identified 75 of 600 spare parts that had not been provided by the 
contractor. Furthermore, during NEC The Hague’s 11-month warranty inspection, the 
inspection team noticed that some maintenance items had been deferred because of a lack of 
parts. Without a complete set of spare parts, scheduled maintenance at NEC The Hague of 
embassy systems may not be performed without additional cost to the Department, possibly 
jeopardizing such systems and their warranties. 
 
Final Acceptance Activities at NEC N’Djamena  
 
OIG found that OBO personnel overseeing the construction of NEC N’Djamena generally 
followed procedures related to final acceptance activities and implemented practices to 
advance the project to final acceptance. This occurred, in part, because of the early 
involvement of the FM at post during construction. 

As-Built Documents and Drawings 

OIG verified that the FM had a copy of the as-built drawings at NEC N’Djamena but did not 
inspect the as-built drawings for accuracy because OIG’s construction engineer did not visit this 
site. However, OIG met with facilities personnel on site and none of them expressed any 
concerns regarding the as-built drawings. 

Global Maintenance Management System 

OIG found that the contractor populated the required basic information into GMMS. According 
to the FM, the contractor was responsible for populating GMMS with scheduled, preventive 
maintenance activities. The FM and his staff made the appropriate modifications and additions. 
Specifically, the FM stated, and OIG confirmed, that the FM and his staff would input additional 
data, including processes, into GMMS to further identify scheduled, preventive maintenance, 
reactive maintenance, and long-term projects. Ensuring complete and updated information is 
maintained in GMMS facilitates the tracking of required scheduled maintenance to avoid 
voiding any warranties.  

Warranty Management  

OIG found the warranty management process employed by OBO and post personnel at NEC 
N’Djamena generally followed guidance. For example, warranty items at NEC N’Djamena were 
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all finalized within approximately the first 2 months after the 11-month warranty inspection, 
including new items that were identified at the time of the warranty inspection. When warranty 
items were identified, the FM stated that they were added to the warranty log and provided to 
the contractor's warranty manager, who was located at NEC N'Djamena for 1 year after 
substantial completion was declared, along with three additional staff members. The 
contractor's warranty manager also reviewed post systems and equipment and self-identified 
additional warranty items. Throughout the warranty claims process, the post and contractor 
identified and corrected 82 warranty items.  
 
Early Involvement of Facilities Management Benefits the Department  
 
OIG found facilities management personnel were involved at an early stage in the construction 
of NEC N’Djamena. For example, FM personnel participated in the installation and testing of 
many of the systems as they were installed. FM personnel were then familiar with both 
operations of the systems and understood how they were installed. As a result, the issues OIG 
identified at NEC London and NEC The Hague did not occur at NEC N’Djamena.  
 
Early involvement of the FM was also noted in a separate OIG report that described similar 
results. That report’s Spotlight on Success stated: 
 

Before the contractor turned over the new consulate general facility in 
Jeddah[, Saudi Arabia,] and the Department accepted it, the consulate 
general Facilities Management staff developed its own punch list, 
independent of those created by contractor and OBO staffs. The consulate 
general’s punch list identified 340 items that neither the contractor nor 
OBO included as part of their quality assurance processes. The embassy 
estimated the punch list items would cost $3.07 million to correct. The 
consulate general’s punch list allowed the Department and embassy to 
hold the contractor responsible for properly completing all required items, 
saving the U.S. Government the cost of correcting the items.40 
 

U.S. Army Corps of Engineers As-Built Requirements Provide Guidance for Improvement 
 
The U.S. Army Corps of Engineers (USACE) has over 33,000 dedicated civilians and soldiers 
delivering engineering services to customers in more than 130 countries worldwide. In FY 2018, 
USACE delivered a $48 billion portfolio of projects. USACE has developed a multitude of 
engineering regulations, policies, and procedures governing the construction of military and 
civil works projects. 
 
Because of the deficiencies found in the as-built drawings reviewed at NEC London and NEC The 
Hague, OIG believes that improvement can be made to OBO guidelines and requirements. 
 

 
40 OIG, Inspection of Embassy Riyadh and Constituent Posts, Saudi Arabia 27 (ISP-I-18-17, May 2018). 
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OIG reviewed the guidelines used by USACE for preparation of complete and accurate as-built 
drawings. According to a USACE bulletin issued in November 2017 and revised October 9, 2019, 
“This Engineering and Construction Bulletin (ECB) requires the use of electronic format for 
developing red-lines, maintaining as-builts, and delivering record drawings throughout the 
construction process for all USACE Army projects.”41 “The use of an electronic format for 
documentation of red-lines and as-builts, and delivery of record drawings during construction 
facilitates the shift from a paper-based to an electronic workflow. Additionally, digital platforms 
improve legibility and consistency, and facilitate web-based collaboration between contractors 
and project delivery teams in real time.”42 The Unified Facilities Guide Specifications, Section 01 
78 00, “Closeout Submittals,” contains specific guidance used during the construction process 
to ensure complete and accurate as-built drawings.  
 
In addition, contract requirements contained in the USACE guidance requires the submission of 
the final record electronic drawings package for the entire project within 20 days of substantial 
completion of all phases of work. This submission package includes one set of American 
National Standards Institute D-size Portable Document Format and Computer-Aided Design files 
on optical disc, read-only memory; two sets of American National Standards Institute D-size 
prints; and one set of the approved working record drawings. The package must be complete in 
all details and identical in form and function to the contract drawing files supplied by the 
Government.43 
 

Recommendation 7: OIG recommends that the Bureau of Overseas Buildings 
Operations develop or adopt guidance and contract requirements used by the U.S. Army 
Corps of Engineers for as-built drawings and documentation to ensure complete and 
accurate final as-built drawings are consistently obtained.  

Management Response: OBO concurred with the recommendation, stating that the 
“Division 1” contract specifications are tailored to specific OBO projects as opposed to 
the guidance used by USACE, which covers a more diverse catalog of projects. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and actions 
taken, OIG considers this recommendation closed. OIG reviewed the updated OBO 
“Division 1” contract specifications and concluded that the updated requirements for as-
built drawings and documentation and additional requirements to validate the receipt 
of such items meets the intent of the recommendation. No further action regarding this 
recommendation is required. 

 
 
 
 

 
41 USACE, Engineering and Construction Bulletin 2017-22, “Electronic Red-lines, As-builts, and Record Drawings” 1 
(October 9, 2019). 
42 USACE, Engineering and Construction Bulletin 2017-22. 
43 USACE, Unified Facilities Guide Specifications, Section 01 78 00, “Closeout Submittals,” Part 3.3.1, “Final Record 
Drawing Package” 24 (May 2019). 
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Conclusion 
 
OIG found deficiencies in OBO’s 12-month warranty process, in which punch list and warranty 
items were often combined for tracking and management purposes. This approach makes it 
difficult to verify that contractual requirements are met before final acceptance. The principal 
purposes of a warranty in a Government contract are to delineate the rights and obligations of 
the contractor and the Government for defective items and services and to foster quality 
performance.44 Unlike the deficiencies identified on the punch list provided at substantial 
completion, the completion of warranty items is not necessary for the recommendation for 
final acceptance by the PD. In addition, once the project has been turned over to the 
Department, the post FM is responsible for managing the warranty program. To enable the FM 
to properly schedule and perform maintenance, the contractor must ensure systems turned 
over to the Government are operating as designed and provide the current GMMS information, 
as-built drawings, the associated O&M manuals, and the manufacturer recommended spare 
parts. As noted above, NEC London and NEC The Hague both had several missing deliverables. 
Specifically, OBO did not ensure that contractors provided complete GMMS information, spare 
parts, and up-to-date, accurate as-built documents prior to substantial completion. These 
deliverables are critical elements required to ensure systems are functioning as designed and 
properly maintained to prevent the warranty from being voided. 
 
OIG also concluded that the warranty management process must have early and robust 
involvement with post facilities management personnel. OIG found that such involvement was 
lacking for Facilities Management personnel at both NEC London and NEC The Hague.  
 
To address the deficiencies identified with final acceptance activities, OIG is offering the 
following recommendations: 
 

Recommendation 8: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures that require Project Directors involved 
with the execution of a construction project to verify that the contractor populates the 
Global Maintenance Management System in accordance with contract requirements 
prior to issuing substantial completion. 

Management Response: OBO concurred with the recommendation, stating that in 2018 
it published a Construction Alert (A-2018-02) announcing the newly created position of 
Operations and Maintenance Transition Coordinator and providing guidance for the use 
of a “validation checklist.” OBO noted that both the newly created position and use of 
the validation checklist will assist in completing the contract requirement for a 
Computerized Maintenance Management System. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and actions 
taken, OIG considers this recommendation closed. OIG reviewed OBO’s Construction 

 
44 FAR 46.702(a)(1),(2), “General.” FAR Subpart 46.7, “Warranties,” provides guidance on warranty use in contracts 
and solicitations. 



UNCLASSIFIED 
 

AUD-CGI-20-43 30 
UNCLASSIFIED 

Alert (A-2018-02) and the validation checklist. OIG concluded that the newly created 
position and use of the validation checklist will assist in validating the completion of the 
contract requirement for a Computerized Maintenance Management System. No 
further action regarding this recommendation is required. 
 
Recommendation 9: OIG recommends that the Bureau of Overseas Buildings 
Operations establish and implement procedures, when circumstances warrant deviation 
from standard construction project closeout procedures, that require the Project 
Director to justify and document the decision to issue the Certificate of Substantial 
Completion before the contractor completes the population of the Global Maintenance 
Management System in accordance with contract requirements.  

Management Response: OBO concurred with the recommendation, stating that in 
accordance with OBO Construction Alert (A-2018-02) a validation checklist must be 
completed prior to issuing the Certificate of Occupancy. OBO further noted that 
unresolved issues, such as an incomplete Computerized Maintenance Management 
System, are forwarded to a senior OBO official having discretion to grant an exception. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and actions 
taken, OIG considers this recommendation closed. OIG reviewed OBO Construction Alert 
A-2018-02 and the validation checklist. OIG concluded that these items, and OBO’s 
intended actions for unresolved issues such as an incomplete Computerized 
Maintenance Management System, meet the intent of the recommendation. No further 
action regarding this recommendation is required. 
 
Recommendation 10: OIG recommends that the Bureau of Overseas Buildings 
Operations update the OBO Construction Management Guidebook to clarify that punch 
list items must be documented and tracked separately from warranty list items to avoid 
ambiguity.  

Management Response: OBO concurred with the recommendation, stating than an 
update to the OBO Construction Management Guidebook is scheduled to be released by 
the end of January 2021. OBO stated that the updated Guidebook will clarify punch list 
and warranty log requirements to avoid ambiguity.  
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO updated the OBO Construction Management Guidebook to 
clarify that punch list items must be documented and tracked separately from warranty 
list items to avoid ambiguity.  
 
Recommendation 11: OIG recommends that the Bureau of Overseas Buildings 
Operations, in concert with Recommendation 10, establish and communicate the 
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required process to track and clear punch list and warranty list items to ensure 
consistent application of the process across all construction projects.  

Management Response: OBO concurred with the recommendation, stating than an 
update to the OBO Construction Management Guidebook is scheduled to be released by 
the end of January 2021. OBO stated that the updated Guidebook will include 
procedures to track punch list and warranty items separately. 
 
OIG Reply: On the basis of OBO’s concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that OBO established and communicated the required process to track 
and clear punch list and warranty list items to ensure consistent application of the 
process across all construction projects.   
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RECOMMENDATIONS 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures that require Project Directors assigned to execute a 
construction project to establish attainable project milestones and update those milestones 
when contract modifications are executed to ensure all major building systems are tested and 
commissioned before issuing the Certificate of Substantial Completion. 

Recommendation 2: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures, when circumstances warrant deviation from standard 
construction project closeout procedures, that require the Project Director to justify and 
document the decision to issue the Certificate of Substantial Completion before all major 
building systems are tested and commissioned, including how such decisions influence project 
milestones, the additional costs to be incurred, and the projected final acceptance date of the 
project. 

Recommendation 3: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures requiring Project Directors assigned to execute a 
construction project to ensure that a complete and accurate punch list is provided to the 
contractor with the issuance of the Certificate of Substantial Completion. 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures, when circumstances warrant deviation from standard 
construction project closeout procedures, that require the Project Directors to justify and 
document the decision to issue the Certificate of Substantial Completion without promptly 
providing a consolidated, complete, and accurate punch list to the contractor, including the 
impact of such decisions on the projected final acceptance date of the project and the 
additional costs to be incurred as a result. 

Recommendation 5: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement staffing plans for all capital construction projects, especially those 
projects that are complex, large scale, and costly (such as New Embassy Compound London) to 
ensure that the staff assigned are available and onsite at key junctures of the construction 
project to ensure quality assurance is effectively performed and project milestones are met. 

Recommendation 6: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures, when circumstances warrant deviation from established 
staffing plans for capital construction projects, that require the Project Director to document 
the deviation from the staffing plan, including the effect of such decisions on project 
milestones, the additional costs to be incurred, and the projected final acceptance date of the 
project. 

Recommendation 7: OIG recommends that the Bureau of Overseas Buildings Operations 
develop or adopt guidance and contract requirements used by the U.S. Army Corps of 
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Engineers for as-built drawings and documentation to ensure complete and accurate final as-
built drawings are consistently obtained. 

Recommendation 8: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures that require Project Directors involved with the execution 
of a construction project to verify that the contractor populates the Global Maintenance 
Management System in accordance with contract requirements prior to issuing substantial 
completion. 

Recommendation 9: OIG recommends that the Bureau of Overseas Buildings Operations 
establish and implement procedures, when circumstances warrant deviation from standard 
construction project closeout procedures, that require the Project Director to justify and 
document the decision to issue the Certificate of Substantial Completion before the contractor 
completes the population of the Global Maintenance Management System in accordance with 
contract requirements. 

Recommendation 10: OIG recommends that the Bureau of Overseas Buildings Operations 
update the OBO Construction Management Guidebook to clarify that punch list items must be 
documented and tracked separately from warranty list items to avoid ambiguity. 

Recommendation 11: OIG recommends that the Bureau of Overseas Buildings Operations, in 
concert with Recommendation 10, establish and communicate the required process to track 
and clear punch list and warranty list items to ensure consistent application of the process 
across all construction projects. 
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APPENDIX A: PURPOSE, SCOPE, AND METHODOLOGY  

The Office of Inspector General (OIG) for the Department of State (Department), Office of 
Audits, conducted this audit to determine whether Bureau of Overseas Buildings Operations 
(OBO) personnel executed construction project closeout procedures in accordance with 
Federal, Department, and project-specific requirements. OIG performed fieldwork for this audit 
in the Washington, DC, metropolitan area and at three locations: New Embassy Compound 
(NEC) London, the United Kingdom; NEC The Hague, the Netherlands; and NEC N’Djamena, 
Chad. 
 
The Office of Audits conducted this performance audit from December 2018 to July 2020 in 
accordance with generally accepted government auditing standards. These standards require 
that OIG plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for the findings and conclusions presented in this report. OIG believes that the 
evidence obtained provides a reasonable basis for the findings and conclusions based on the 
audit objective.  
 
To gain an understanding of the audit topic, OIG researched and reviewed Federal laws, 
regulations, and Department policy and guidance related to OBO’s Construction Closeout 
Procedures. Specifically, OIG reviewed requirements prescribed in the Federal Acquisition 
Regulation; the Department’s Bureau of Administration, Office of the Procurement Executive 
Overseas Contracting and Simplified Acquisition Guidebook; and the OBO Construction 
Management Guidebook.  
  
To gain an understanding of how OBO personnel executed construction project closeout 
procedures, OIG met with and interviewed key OBO officials, including the Managing Director 
of Construction, Facilities, and Security Management; the Branch Chief of OBO’s Commissioning 
Branch; and OBO’s Office of Fire Protection. Additionally, OIG personnel conducted audit 
fieldwork from April 8 to 19, 2019, at three U.S. embassies declared substantially complete in 
2017—London, the United Kingdom; The Hague, the Netherlands; and N’Djamena, Chad. OIG 
met and interviewed the OBO’s Project Director and the Operations and Maintenance 
Transition Coordinator for NEC The Hague and met with embassy personnel to gain an 
understanding of embassy operations related to construction closeout procedures, including 
roles and responsibilities, warranty management, and the construction closeout process at 
each post. Specifically, OIG conducted interviews with respective embassy Facility Management 
officials and discussed their experience with the construction closeout process and whether 
they believed certain areas could be improved. OIG also interviewed representatives from both 
Caddell and BL Harbert International construction companies. 

Prior OIG Reports 

During this audit, OIG issued two management assistance reports to address deficiencies noted 
at NEC London and NEC The Hague. These reports can be found in Appendices C and D of this 
report, respectively.  
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In July 2020, OIG reported that several major systems were not commissioned at NEC London 
or operating at the time substantial completion was declared, which ultimately led to 
additional, unexpected costs.1 OIG found that major systems were not fully commissioned at 
NEC London, at least in part, because OBO personnel did not perform adequate quality 
assurance to identify and address potential causes for schedule delays and its impact on the 
commissioning of major building systems.  
 
In August 2019, OIG reported outstanding deliverables owed by the contractor 19 months after 
a new U.S. embassy construction project at NEC The Hauge, The Netherlands, had been 
certified as substantially complete, including a lighting installation not completed and the 
absence of a full spare parts inventory.2 Other deficiencies OIG identified included problems 
with an irrigation system, exterior walkway lights that could pose a tripping hazard to 
pedestrians, and the stainless-steel exterior façade on two buildings that exhibited signs of 
corrosion. OIG made five recommendations to correct the deficiencies identified. As of March 
2020, three of the recommendations were resolved, pending further action, and two were 
closed. 
 
In January 2018, OIG reported that OBO’s oversight of commissioning, substantial completion, 
and turnover of the New Office Annex and Staff Diplomatic Apartment-1 at U.S. Embassy Kabul, 
Afghanistan, was inconsistent with Department policies, procedures, and directives.3 
Specifically, OIG reported that the OBO Project Director declared both New Office Annex and 
Staff Diplomatic Apartment-1 substantially complete and proceeded with occupancy before 
several key project milestones had been met. The decision to accept the buildings without 
completing the commissioning process contributed to a range of building deficiencies after 
occupancy. In addition, OIG reported that OBO did not ensure that Caddell, or the 
Commissioning Agent prepared and submitted key project documents before substantial 
completion and occupancy. Furthermore, OBO did not follow established procedures or best 
practices in planning for the buildings’ turnover from OBO’s Office of Construction 
Management to the post Facility Manager. As a result, Facility Management personnel were not 
fully prepared to accept responsibility for operations and maintenance of the New Office Annex 
and Staff Diplomatic Apartment-1 following substantial completion and occupancy. OIG made 
10 recommendations to correct the deficiencies identified in the report. As of June 2020, eight 
recommendations were resolved, pending further action, and two were closed. 
 
In June 2017, identified a number of ongoing deficiencies throughout the NOX and SDA-1 that, 
If left uncorrected, will have long-term implications for the effectiveness and efficiency of 
equipment and systems in both buildings.4 OIG determined that the deficiencies identified 

 
1 OIG, Management Assistance Report: Execution of the New Embassy Compound London Construction Project 
Offers Multiple Lessons (AUD-CGI-20-36, July 2020). 
2 OIG, Management Assistance Report: Outstanding Construction Deliverables and Deficiencies Need Attention at 
New Embassy Compound The Hague, the Netherlands (AUD-CGI-19-38, August 2019).  
3 OIG, Audit of Bureau of Overseas Buildings Operations’ Oversight of New Construction Projects at the U.S. 
Embassy in Kabul, Afghanistan (AUD-MERO-18-17, January 2018). 
4 OIG, Management Assistance Report: Building Deficiencies Identified at U.S. Embassy Kabul, Afghanistan Need 
Prompt Attention (AUD-MERO-17-44, June 2017). 
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were due in part to weakness in OBO’s lack of oversight during key phases of the project. 
Questions remained as to whether the deficiencies would be addressed under the terms of the 
general contractor’s warranty, which had expired 1 year after substantial completion and 
occupancy. Failure to adequately address these deficiencies would result in additional 
maintenance, increased costs, and shortened life cycles of building equipment. OIG made 19 
recommendations to correct the deficiencies identified in the report. As of June 2020, all 19 
recommendations were closed.  

Work Related to Internal Controls 

OIG performed steps to assess the adequacy of internal controls related to the areas audited. 
For example, OIG gained an understanding of the Department’s processes required to execute 
construction closeout procedures for capital construction projects. Significant internal control 
deficiencies identified during this audit are presented in the Audit Results section of this report. 

Use of Computer-Processed Data 

During this audit, OIG used electronically processed data obtained from OBO. Specifically, OIG 
obtained a list of capital construction projects for calendar year 2017. The reliability of each 
dataset is discussed below.  
 
Universe of Capital Construction Projects 
 
OIG requested a list of capital construction facilities that were certified substantially complete 
between January 1, 2017, and December 31, 2017. OBO provided a list of six capital 
construction projects. OIG confirmed that all projects provided by OBO were included in OBO’s 
FY 2016 Planning report. As such, OIG concluded the completeness and accuracy of the audit 
universe for the scope period of interest was reliable for the purpose of this audit. 
 
To verify the accuracy of the certified substantially complete dates, OIG used the Department’s 
cable search function under its “State Messaging and Archive Retrieval Toolkit” to verify the 
substantial completion and Certificate of Occupancy dates for each of the six projects OBO 
provided. 
Table A.1: Project Universe 

 
Post and Location 

Substantial 
Completion 
Certification Date 

 
Construction Budget 

London, the United Kingdom December 22, 2017 $562,990,519 
N'Djamena, Chad April 27, 2017 166,232,620 
Dushanbe, Tajikistan December 15, 2017 14,381,084 
Monterrey, Mexico July 11, 2017 1,997,991 
Moscow, Russia November 30, 2017 160,609,800 
The Hague, the Netherlands November 18, 2017 125,035,030 
Total  $1,031,247,044 

Source: Prepared by OIG from construction project data obtained from OBO. 
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Detailed Sampling Methodology 

To gather evidence in response to the audit objective, OIG received from OBO a list of capital 
construction facilities that were certified as substantially complete between January 1, 2017, 
and December 31, 2017, the first full calendar year before the audit started. OBO provided a list 
of six such capital construction projects. For the scope of this audit, and to limit site visits and 
their associated travel expenses, OIG selected three of the six sites for testing and determined 
that only construction projects that were certified substantially complete in calendar year 2017 
would be reviewed given the nature of the audit. The selection provided a sufficient number of 
projects to review that had reached substantial completion. 
 
OIG removed three of the six capital construction projects from the universe for a variety of 
reasons. For example, the audit team determined that the capital construction project in 
Monterrey, Mexico, was not related to the construction of the New Consulate Compound but 
rather consisted of a consular canopy to provide visa applicants shelter from the elements, 
additional perimeter fencing, and drainage to mitigate flooding issues that the post was 
experiencing. The audit team determined that it would not be subject to many of OBO’s 
closeout procedures and would not be beneficial to include in the audit target universe. In 
addition, the audit team removed Moscow and Dushanbe from the audit target universe 
because traveling to the remaining three posts (London, The Hague, and N’Djamena) could be 
accomplished in a single and a more economical trip. Specifically, traveling to Russia and 
Tajikistan would require at least one additional trip and would incur additional travel costs.  

Table A.2: Units Removed From the Universe 

Post and Location 
Substantial Completion 
Certification Date Construction Budget 

Dushanbe, Tajikistan December 15, 2017 14,381,084 
Monterrey, Mexico July 11, 2017 1,997,991 
Moscow, Russia November 30, 2017 160,609,800 
Total  $176,988,875 

Source: Prepared by OIG from construction project data obtained from OBO. 
 
Selected Capital Construction Projects 
 
The audit team reviewed the identified target universe consisting of three capital construction 
projects (London, The Hague, and N’Djamena), valued at $854,258,169, that were certified 
substantially complete in calendar year 2017. 
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United States Department or State 

Washington. D.C. 20520 

August 20, 2020 
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TO: OIG/AUD - Denise M. Colchin 

FROM: 0 80/RM Jeffrey Reba, acting JEFFREY C REBA ~..,-.,..,,..,, 
0.1ca111at11ut:i,•0tW 

SUBJECT: OIG Drafi Report: Audit of the Bureau of Overseas Buildings 
Operations Process to Execute Constrnction Closeout Procedures for 
Selected Capital Constn1ction Projects 

'Il1e Bureau of Ov.:rseas Buildings Operations (080) has reviewed the draft OIG Draft 
Report. Attached is OBO's response to recommendations 1-1 1. 

Attachment: 
As stated. 
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OHO Comments on the OIG Draft Report 
Audit of the Bm·eau of Ove1-seas Buildings Opemtions Process to Execute Construction 

Closeout Procedures for Selected Capital Construction Projects 

Recommendation I: OlG recommends that the 13ureau of Overseas 13uildings Operations establish 
and implement procedures that require Project Directors assigned to execute a constrnction project to 
eslahlish altainahle project mileslones and updale Lhose milestones when contract modifications are 
executed to ensure all major building systems are tested and commissioned before issuing the 
Ce1tificate of Substantial Completion. 

OBO Response, August 2020: OBO concm·s with the 1·eco1mncndation. OBO updates the 
Division 1 specification of contracts annuall~. The current Di\'ision l specification has been 
reviewed and evaluated and is fully in line with the recommendation. Section 013205 of 
ffivision I (attached) covers the management process of the Project Execution Schedule (PES) 
and section 019115 requires the conunissioning execution plan and schedule to be integrated in 
the PES. The PES is a living document for each contract. Modifications and changes in 
milestones are required to be captured in updates. Substantial Completion is detined in 
section 552.211.70 of the FAR (attached), with all requirements to meet the milestone therein. 
OBO agrees that all systems should be ,umplete and commissioned at subsfantial completion, 
but as policy must follow the legal authority in the FAR 

OBO requests that OIG close this recommendation. 

Recommendation 2: OIG recommends that the I3ureau of Overseas Buildings Operations establish 
and implement procedures, when circumstanc.::s warrant deviation from standard constrnction 
project closeoul procedures, thal require Lhe Project Directors lo justiry and dornment the decision lo 
issue the Certificate of Substantial Completion before all major building systems are tested and 
commissioned, including how such decisions influence project milestones, the additional costs to be 
inrnrrcd, and the projected final acccplanL·c date or the projcL:L. 

OBO Response, Au~ust 2020: OBO concurs with the reconunendation. OBO is in the process 
of updating the Policy and Procedui·es Directive (P&PD) CM 01- Commissioning and 
Transition to Occupancy for Overseas Facilities. The update will include the authority, 
requirements, and procedures for beneficial occupancy, as allowed by the 1-'AR but not 
pre~iously def"med in OBO policy. The policy update is targeted fo1· completion by the end of 
December 2020. 

Recommendation 3: OlG recommends that the Bureau of Overseas Buildings Operations establish 
and implement procedures that require Project Directors assigned to execute a constrnction project to 
ensure that a complete and accurate punch lisl is providcd lo the contractor with Lhc isxuancc or the 
Certificate of Substantial Completion. 

OBO Response, August 2020: OBO concurs with the recommendation. The OBO Office of 
Constniction Management (C:\f) is currently updating the CM Guidebook. To address this 
recommendation, the ~idebook will expound on the importance of an accurate and complete 
punch list and include an example template. The C\f Guidehook update is targeted for 
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completion by the end Janual'y 2021. Howcvcl', COVID l'clatcd issues may impact the dclivc1-y 
date. 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations establish 
and implement procedures, when circumstances warrant deviation from standard constmction 
project closeout procedures, that require the Project Directors to justify and document the decision to 
issue the Certificate of Substantial Completion without promptly providing a consolidated, complete, 
and accurate punch list to the contractor, including the impact of such decisions on the projected 
final acceptance date of the project and the additional costs to be incurred as a result. 

OBO Response, August 2020: 080 concm·s with the l'ccommcndation. OBO is currently 
updating the Construction Management (C:'.\1) Guidebook, and will cxpow1d on the 
importance of a consolidated, complete, and accurate pm1ch list. Sometimes minor, but long 
lead items such as delivery of replacement part require punch list items to be tracked on 
warranty logs. This process and appropriate examples will be added to the guidebook update. 
For extreme circumstances that warrant de,iation from standard closeout, the new policy will 
add beneficial occupancy procedure to the 080 policy in lieu of issuing substantial 
completion. The C:\1 Guidebook update is targeted for completion by the end January 2021. 
However, COVll> related issues may impact the delivery date 

Recommendation 5: OlG recommends that the Uureau of Overseas Uuildings Operations establish 
and implement staffing plans for all capital construction projects, especially those projects that are 
complex, large scale, and costly (such as New Embassy Compound London) to ensure that the staff 
assigned are available and onsite at key junctures of the construction project to ensure quality 
assurance is effectively perfom1ed and project milestones are met. 

OHO Response, August 2U2U: OHO concurs with the reconunendation. To improve the hiring 
process for 080 project teams, CM, in coordination with the Bureau of Global Talent 
Mana~ement's Otlice of Overseas Employment (GTM/OE), created Standard Job 
Descriptions for OUO Construction .\1auagement fleJd Staff. This was added to the GT.\1/0.E 
catalog in January 2020 (attached). 

OllO requests that OlG dose this recommendation. 

Recommendation 6: OIG recommends that the Bureau of Overseas Buildings Operations establish 
and implement procedures, when circumstances warrant deviation from established staffing plans for 
capital constmction projects, that require the Project Director to document the deviation from the 
staffing plan, including the effect of such decisions on project milestones, the additional costs to be 
incurred, and the projected final acceptance date of the project. 

OllO Response, August 2U2U: OUO concurs that staffing shortages impact the Quality 
Assurance (QA) process (contract. quality and compliance enforcement.). Stafling overseas 
projects is often dffticult, thus OUO uses multiple resources to twly staff construction projects. 
CM recently created new multiple Standard Job Descriptions (attached). In addition, OUO 
utilizes third part.y contractors, IDIQ contracts, and TDY Personal Service Contractors/Civil 
Servants when necessary to support projects. OUO is currently updating the Construction 
Management Guidebook and will include new guidance to Project Directors for alternative 
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support options when understa11ing or significant deviation f'rorn the sta11ing plan threaten the 
QA process on a project. The CM Guidebook update is targeted for completion by the end 
January 2021. However, COVID related issues may impact the delivery date. 

Hecommendation 7: ()((,recommends that the Hureau of Overseas Hui I dings ( )perations develop or 
adopt guidance and contract requirements tL5ed by the C.S. Am1y Corps of Engineers for as-built 
drawings and documentation to ensure complete and accurate final as-built drawings are consistently 
oblairn:d. 

OBO Response, August 2020: OBO agrees with the recommendation. The Unified Facilities 
Guide Specifications used by USA CE is intended for the diverse catalo~ of projects they 
manage (CSACE uses an automated system called Spectslntact to then create a project 
specification), and the ono Dh·ision 1 specification is tailored to the type of projects OilO 
executes and is updatetl annually. Older project specifications may not reflect the current 
Dh'ision 1 specitkation template. The current 1·equirements for as-built drawings, sedion 
017705 of Division 1 (attached), are structured to ensure accurate deliverables. 

OBO requests that OIG close this 1·econm1endation. 

Recommendation 8: OIG recommends that the Bureau of Overseas Buildings Operations establish 
and implement procedures that require Project Directors involved with the execution of a 
constrnction project to verify that the contractor populates the Global Maintenance Management 
Sysli:m in ac1;ordam:e vvilh ..:ontracl requirements prior to issuing substanlial ..:ompletion. 

ODO Response, August 2020: ODO concurs with the 1·ecommendation. Completion of the 
Computerized Maintenance Management System (CM:\1S) (previously GMMS) is a standard 
contract requirement. It requires a coordinated effort from the project team and facilities 
staff to ensure accurate completion. The A-2018-02 Construction Alert (attached) released in 
2018 addresses the complex effort by adding the new O&M Transition Coordinator for two 
years, beginning one yelll' before substantial completion. Completion of CMMS is included on 
the O&M Validation Checklist for Building Acceptance, a new requirement added in A-21118-
02, and the checklist is signed by both the Project Director and the Facility Manager. 

OBO requests that OIG close this recommendation. 

Recommendation 9: OIG recommends that the nureau of Overseas Duildings Operations estahlish 
and implement procedures, when circumstances warrant deviation from standard constmction 
project closeout procedures, that require the Project Directors to justify and document the decision to 
issue the Certificate of Substantial Completion before the contractor completes the population of the 
(l]ohal Maintenance Management System in accordance with contract requirements. 

OBO Response, August 2020: OBO concurs with the recommendation. OBO established a 
new policy with Construction Alert A-2111 H-112 (attached) that requires completion of the O&M 
Validation for Building Acceptance checklist p1ior to issuance of Certificate of Occupancy. If 
t.he Compute1izetl l\faintenance Plan is not loaded into C:MMS, or if any unresolved issues 
remain, occupancy is not granted unless the CFS:\-1 Managing Director grants an exception. 
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OBO requests that OIG close this recommendation 

Recommendation 10: OJG recommends that the Rureau of Oversea~ Buildings Operations update 
lhc OBO Construi.:Lion Management Guidebook lo clari(y lhal punch lisl ilcms must bc <locum.:nlc<l 
and tracked separately from warranty list items to avoid ambiguity. 

OBO Response, August 2020: OBO concurs with the 1·ec01mnendation and is currently 
updating the Construction Management (CM) Guidebook to clarify pw1ch list requirements 
and warranty log issues to a·rnid ambiguity. The CM Guidebook update is targeted for the end 
of January 2021. Howe"u·, COVID 1·clated issues may impact delivery date. 

Recommendation 11: OIG recommends that the Bureau of Overseas Buildings Operations in 
concert with Recommendation 10, establish and communicate the required process to track and clear 
punch list ru1d warranty items to ensure consistent application of the process across all construction 
projects. 

ORO Response, August 2020: ORO concurs with the recommendation and will include the 
process to trnck punch list and warranty loi,? issues separately in the Construction 
~fanagement (C~1) Guidebook update. The Cl\1 Guidebook update is targeted for the end of 
.January 2021. However, COVTD related issues may impact delinry date. 
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APPENDIX C: MANAGEMENT ASSISTANCE REPORT: EXECUTION OF THE 

NEW EMBASSY COMPOUND LONDON CONSTRUCTION PROJECT OFFERS 
MULTIPLE LESSONS 
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Office of Inspector General 
United States Department of State 

AUD-CGl-20-36 Office of Aud its Ju ly 2020 

Management Assistance Report: 
Execution of the New Embassy Compound 

London Construction Project Offers 
Multiple Lessons 

MANAGEMENT ASSISTANCE REPORT 
IMPORTANT NOTICE: This report s intended solely for t,e official use of the Department of State or the U.S. Ageney for 

Globa Media, or an",' agency or organizatio, receiving a copy directly from the Office of lnsi:ector General. No secondary 
distril:ution may be made, in ""'hole or in part, outside the Department of State or the U.S. Agency for Global Media, by them 
or by othec age1cies or organizations, without prior authorization by the Inspector General. Public availability o' the 
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Summary of Review 

The Department of State (Department) broke ground on the new embassy compound (NEC) 
London, the United Kingdom, in November 2013. The former embassy property, located at 

Grosvenor Square in London's Mayfair district, was being replaced with NEC London in large 
part because it did not meet current physical security standards. NEC London was erected in 
the Nine Elms district of London, a revitalized industrial neighborhood close to the center of 
the city. The construction project was widely hailed by the Department's Bureau of Overseas 

Buildings Operations (OBO) for its "Design Excellence" concept. 

The budgeted cost of NEC London was approximately $1.022 billion, and OBO chose a 
delivery method known as Early Contractor Involvement {ECI) to execute this construction 

project. ECI is a form of collaboration by which the contractor works to assist the U.S. 
Government and the design team during the design and construction phases of the work. By 
employing the ECI delivery method, the construction contractor for NEC London, B. L. Harbert 

International, LLC (BLHI), provided preconstruction services concurrent with the design of the 
project by the Architect and Engineering (A&E) firm Kieran-Timberlake, PLC (KT). 

The timely construction of NEC London was particularly important because of a lease-back 
arrangement for the former embassy property. Specifically, the Department sold its former 

embassy property located at Grosvenor Square to Qatari Diar with an original lease-back 
agreement until February 2017, after which the Department would owe additional rent every 
6 months. Because construction was not completed by February 2017, as contracted, the 

Department had to extend the lease-back option of the former embassy property for an 

additional year at a cost of $34 million. Moreover, approximately $19.8 million rent would 
have been assessed for an additional 6-month period had the Department not vacated by the 
end of February 2018. This created an obvious financial incentive to occupy NEC London as 
quickly as possible. 

OBO certified that construction of NEC London was substantially complete in December 2017 
and occupancy followed in January 2018. Substantial completion is the point when the OBO 
project director (PD) determines that work is sufficiently complete and satisfactory to occupy 
the structure with only minor items remain ing to be completed or corrected. However, the 
Office of Inspector General (OIG) found that inadequate attention to major systems design 

and local building requirements present challenges that have-or will require- additional 
financial outlays to remedy. Specifically, OIG found major bui lding systems that were either 
abandoned or had to be modified to function properly. For example, the Wastewater 

Treatment Plant (WWTP) for NEC London cost approximately $2 million to install but was 
abandoned when it did not function as intended. In another example, the Combined Heat 

and Power (CHP) system was not completed under it s original contract, in part because of 
design deficiencies. As a result, a separate contract was issued to ENGIE Urban Energy 

Limited (ENG IE) for $1.6 million in September 2019 to complete installation of the CHP 
system. Furthermore, OIG learned that the natural gas internal piping system installed at NEC 
London did not comply with local building standards. This occurred because OBO officials 

applied U.S. standards for the natural gas internal piping system instead of local standards. 
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Finally, the semicircular pond located on one side of the NEC London, which serves partly as a 
security barrier, had design flaws, and NEC London officials had to replace the piping and 
pumping system as a result. 

OIG also found that certain decisions and inadequate installation, among other issues, 

resulted in building deficiencies that will require continuous attention. Specifically, ground 
water is seeping into the lower levels of NEC London because a decision was made following 
a value engineering study not to include an additional floor "slab" and a perimeter masonry 
wall. In addition, interior stone tiles have cracked, and exterior stone pavers have 
deteriorated to the point that vehicle t raffic in certain areas has been limited to avoid 

additional damage. Furthermore, portions of the roof at NEC London were improperly 
installed and will require continuous attention to avoid leaks and water damage. For 

example, in October 2018, a third-party contractor identified more than 700 defects with the 
exterior fa~ade covering NEC London, including missing restraint lugs and improperly 
installed, missing, or damaged gaskets. 

Furthermore, OIG found that, even though 2 years have passed since OBO declared NEC 
London "substantially complete," final acceptance of t he NEC London construction project 
remains pending as of February 2020. According to OBO's "Construction Management 

Guidebook," the construction contractor has 6 months to complete all outstanding items 
after substantial completion is reached. However, in October 2019, OIG found that 274 
identified defects or "punch list " items were still awaiting remediation. A punch list item is 

typically a minor defect t hat needs to be corrected, adjusted, or replaced before a Certificate 
of Final Acceptance for the construction project can be issued. OIG determined that the 
extensive time it has taken to address the punch list is due, in part, to the failure by OBO 
officials to follow prescribed procedures for preparing a consolidated punch list. Specifically, 
during OIG's audit of OBO's construction closeout process, which is currently underway, OIG 
found that OBO did not prepare a consolidated punch list but instead provided the contactor 
with 14 separate "Notices of Deficiencies." 

This Management Assistance Report is intended to provide early communication of the 
deficiencies OIG identified at NEC London during its audit of OBO's construction closeout 
process. OIG made seven recommendations to address the deficiencies identified during the 
project. In response to a draft of this report, OBO concurred with the recommendations 
offered and stated that it had taken, or planned to take, action to address them. On the basis 
of OBO's concurrence with the recommendations and actions taken, OIG considers six 
recommendations closed and one resolved pending further action. A synopsis of OBO's 

responses to the recommendations offered and OIG's reply follow each recommendation in 
the Results section of this report. OBO's response to a draft of this report is reprinted in its 

entirety in Appendix A. 
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BACKGROUND 

About New Embassy Compound London 

According to an 0B0 memorandum from October 2013, NEC London had a final authorized 
budgeted cost of approximately $1.022 billion. The Department broke ground on NEC London 
in November 2013 to replace the former embassy property because t he latter did not meet 
current physical security standards, among other reasons. Specifically, the Grosvenor Square 
property was built in 1960 and did not comply w ith current st andards for setback, 
infrastructure, operational space, and electrical and mechanical systems. Moreover, the 
location of the Grosvenor Square property and other limitations made it impossible to bring the 
building into compliance via renovation. 

NEC London was erected in the Nine 
Elms district of London, a revitalized 
industrial neighborhood close to the 
center of the city. The construction 
project was hailed for its design, which 
incorporated sustainable features at 
the leading edge of practice, including 
aspirations for carbon neutrality, a self­
sufficient water system, and goals for 
minimum certification as Leadership in 
Energy and Environmental Design 
(LEED e)1 "Gold." NEC London is 
situated on a 4.9-acre tract and 
includes a chancery, a consular section, 
support spaces, a U.S. Marine 
residence, access pavilions, and 
parking. Figure 1 is a photo showing 
the exterior of NEC London. 

Timely construction of NEC London 
was important because of a lease-back 
arrangement of the former Grosvenor 
Square embassy property. Specifically, Figure 1: E><terior of NEC London. 

the Department sold the Grosvenor Source: Photograph from Embassy London Facebook page. 

Square embassy property to Qatari Diar but agreed to lease back the property through 
February 2017, du ring which time NEC London was under construction. If the Department 

1According to t he Green Building Certification Instit ute, LEED is t he most widely used green building rat ing syst em 
in the world. The Green Building Cert ification Inst itute states that LEED is available for virt ually all building project 
types, f rom new construction to interior fit -outs and operat ion and maintenance and that it provides a f ramework 
t hat project teams can apply to creat e healthy, highly efficient, and cost-saving green build ings. The Instit ut e 
further noted t hat LEED certificat ion is a globally recognized symbol of sustainability achievement . 
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needed additional time, the contract contained an escalated lease-back agreement based on 6-
month periods. In fact, the Department did extend the lease-back option for an additional year, 

from February 28, 2017, to February 28, 2018, at a cost of $34 million. The additional $19.8 
million 6-month lease obl igation the Department would incur if it did not vacate by February 
28, 2018, was an obvious financial incentive to occupy NEC London as quickly as possible. 080 
certified the construction of NEC London as substa ntially complete in December 2017 and 

occupancy followed in January 2018. Substantial completion2 is the point when the 080 PD 

determines that work is sufficiently complete and satisfactory to occupy the structure, with 
only minor items remaining to be comp leted or corrected. 

About the Early Contractor Involvement Delivery Method 

080 chose the ECI delivery method to execute the NEC London construction project. 3 By 

employing this delivery method, the construction cont ractor for NEC London, BLHI, provided 
preconstruction services concurrent w ith the design of the project by the A&E firm KT. As part 

of these preconstruction services, BLHI provided construction execution and material cost 
information to the Government at the same time that scope and quality decisions were being 

refined. 

The preconstruction services portion of the ECI contract was negotiated as a firm-fixed-price4 

effort, although the construction services portion of the contract was a negotiated fixed-price­
incent ive (successive targets ) effort. Construction services were included within the ECI 
contract as a separate contract line item number to be exercised at a time agreed upon by the 

Department and the construction contractor. Competition for this contract was based on 

contractors' proposals to perform both the preconstruction and construction services. As the 

contract recipient, BLHI was part of t he "one t eam" concept during the design phase, which is a 
feature of ECI contracts. According to the construction solicitation, "As the design evolves and 

develops, the three members of the One Team will work together to promote innovation, 
challenge convention as is prudent and reasonable, mutually vet and develop consensus on all 

progressive design elements tendered, and bring the project in within budget and schedule 

while maintaining the h ighest standards of Design Excellence." 

Purpose of the Audit and This Management Assistance Report 

This Management Assistance Report is intended to provide early communication of the 

deficiencies OIG identified at NEC London during its audit of OBO's construction closeout 

process, which is currently underway. The objective of the audit is to determine whether 080 
personnel executed closeout procedures in accordance with Federal, Department, and project-

2 080 Policy and Procedures Dfrective CM01, Appendix 8, "Definitions." 
3 According to the Statement of Work for Preconstruction and Construction Service, Ea is a form of collaboration 
by which the contractor works to assist the U.S. Government and the design team during the design and 
construction phases of the work. The construction contractor works alongside the Department and the A&E firm, 
operating as "one team" to complete the project. 
4 According to FAR 16.202-1, "Firm-fixed-price contracts," a firm-fixed-price agreement provides for a price that is 
not subject to any adjustment on the basis of the contractor's cost experience in performing the contract. 
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specific requirements. OIG is reporting the conditions discussed in this Management Assistance 
Report in accordance with generally accepted government auditing standards. In performing 
the work related to this report, OIG interviewed OBO officials, reviewed applicable criteria and 

supporting documentation, and conducted audit fieldwork at both OBO headquarters in the 
Washington, DC, metro area and at NEC London. OIG believes t hat the evidence obta ined 
pertaining to the conditions and deficiencies identified provide a reasonable basis for the 

conclusions presented in this report. 

RESULTS 

Finding A: Inadequate Attention to Major Systems Design and Local Building 
Requirements 

OIG found that inadequate attention to major systems design and local building requirements 
presents challenges that have- or will require- additional financia l outlays to remedy. 

Specifically, OIG found major building systems that were either abandoned or had to be 
modified to function properly. For example, the WWTP for NEC London cost approximately $2 
mill ion to install but w as abandoned when it did not function as intended. In another example, 

the CHP system was not completed under its original contract, in part because of design 
deficiencies. As a result, a separate contract was issued to ENGIE5 for $1.6 million in September 
2019 t o complete installation of the CHP system. Furthermore, OIG learned that the natural gas 

internal piping system installed at NEC London did not comply with local building standards. 
This occurred because 000 officials decided t o apply U.S. standards for the natural gas internal 
piping system instead of local standards. Finally, the semicircular pond located on one side of 

NEC London, which serves partly as a security barrier, had design flaws, and NEC London 

officia ls accordingly had to replace the piping and pumping system. 

NEC London Wastewater Treatment Plant 

OIG found that the WWTP installed at NEC London was abandoned because it did not function 
as intended. The WWTP system, which cost approximately $2 million to install , was intended to 

al low NEC London to use reclaimed, non-potable water for purposes such as irrigation and for 
the CHP cooling tower. However, the WWTP did not function prop erly because of limitations in 
the type of sewage materials it could process. Specifically, the system grinding pumps were not 

large enough and were not designed to process items such as baby wipes and sanitary napkins 
that were found in the system. According to NEC London officials, the WWTP system was 
installed at the new facility primarily to achieve a high-level Leadership in Energy and 
Environmental Design certification, often referred to as "LEED certification." OIG does not 
question the Department's choice to seek LEED certification either generally or in specific 
building projects. In this case, however, it was not necessary to install a WWTP at the Embassy 
t o achieve this goal because it would have received the same gold certification that it ultimately 
was awarded even without building the WWTP. OIG also noted that London has an adequate 

sewage system that the NEC could use (and was in fact using as of January 2020). 

• ENGIE Urban Energy Limited is an energy services provider with offices in the UK. 
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According to Embassy officials, a subcontractor designed the WWTP. Initially, BLHI attempted 
to hold the subcontractor responsible for an inappropriately designed system. However, the 

subcontractor stated that all parties agreed to the design and that the system was installed as 
designed. NEC London officials ultimately decided to abandon the WWTP, connect the building 

directly into the City of London's sewage system, and bypass the WWTP. They will eventually 
remove the WWTP system from the facility. Because the London sewage system was available 

for use by the NEC, the inclusion of a WWTP in the design of NEC London was unnecessary, the 
WWTP failed to function as intended, and OIG is questioning the $2 million initial cost of the 

WWTP as well as the costs incurred to bypass and remove the system. 

Combined Heat and Power System 

OIG found that t he CHP system designed for NEC London was not completed under the BLHI 
contract, in part because of design deficiencies. As a result, a separate contract was issued to 

ENGIE for $1.6 million on September 24, 2019, to complete installation of the CHP system. A 
September 6, 2018, 080 memorandum6 stated the CHP had not been completed and fully 

commissioned "for a variety of reasons including design deficiencies and contractor deficient 

installation." As a result, ENGIE was selected to complete, commission, and operate the system. 

According to 080, installation of the CHP was required by two local planning commissions- the 
Greater London Authority and the London Borough of Wandsworth. The planning commissions 

determined that NEC London would be the anchor tenant of the Nine Elms "Opportunity Area" 
and accordingly would be required to provide district heating. In April 2015, the Embassy, the 

London Borough of Wandsworth, and major developers in the area signed a Memorandum of 
Understanding to create the "Embassy Quarter Heat Network." In compliance with the planning 
commissions' requirements, the CHP system was designed to be composed of two natural gas 
generators that would provide heat and power for NEC London. In addition, the CHP system 

was designed to provide excess electricity and hot water to the local gr id once the building 
demand was met. 7 

Natural Gas Internal Piping System 

During audit fieldwork at NEC London in October 2019, OIG learned that the natural gas 
internal piping system that had been installed did not comply with local building standards. 
Specifically, gas intake into NEC London is at a higher pressure level than allowed by local 

building standards. This occurred because 080 officials applied U.S. standards for the natural 

gas internal piping system instead of local standards. However, the contract with BLHI clearly 
stated that the contractor must comply with all laws, codes, ordinances, and regulations ofthe 
host country, which is also required by the FAR. 8 Specifically, according to the contract : 

6 "New London Embassy Path to Full Occupancy and Final Acceptance." 
7 OBO, "New Embassy Construction Project, Embassy of the United States of America, London, England, Final 
Completion Report" (March 2018), 1.2.6.S 

• FAR 52.236-7, " Permits and Responsibilities." 
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LAWS AND REGULATIONS - The Contractor shall, without additional expense 
to the Government, be responsible for complying with all laws, codes, 

ordinances, and regulations applicable to the performance of the work, 
including those of the host country, and with the lawful orders of any 
governmental authority having jurisdiction. Host country authorities may not 

enter the construction site without the permission of the Contracting Officer. 
Unless otherwise directed by the Contracting Officer, the Contractor shall 
comply with the more stringent of the requirements of such laws, regulations 

and orders and of the contract. In the event of a conflict between the cont ract 

and such laws, regulations and orders, the Contractor shall promptly advise 
the Contracting Officer of the conflict and of the Contractor's proposed course 

of act ion for resolution by the Contracting Officer. 

Within OBO, the Design and Engineering Division is charged with developing, coordinating, and 
maintaining all applicable bui lding codes, standards, criteria, and guidelines for facility design. 
The Design and Engineering Division acts as the "building code official" to confirm the technical 

adequacy of construction documents. 9 Because this project was located overseas, construction 
should have complied with both the "2011 Building Code of the Overseas Buildings Operations" 

(2009 International Building Code) and the host country's local building codes. 

In addition, issues with the gas pressure should have been identified by OBO and properly 

mitigated during the design phase of construction. According to the "Contract and the Project 
Managers Handbook," during project design an architectural and engineering assessment10 

should be conducted by 080 to analyze the local construction environment to det ermine 
locally available labor, materials and equipment resources, potential cost escalation, labor and 

industry standards and practices, safety standards, and other factors that may impact the 

construction of the project. An OBO official told OIG that the natural gas internal piping system 
was designed according to U.S. construction standards, rather than "mixing and matching" U.S. 
and U. K. standards. Furthermore, according to OBO, the OBO Mechanical Commissioning Agent 

commissioned the natural gas internal piping system as being fully compliant with U.S. 
standards. However, during installation of the gas piping system, local technicians refused to 

activate the gas system because the pressure entering the facility was greater than permitted 
by loca l standards. Eventually, natural gas was connected to the NEC and activated. However, 
certified U. K. gas technicians will not perform future maintenance because of the risk of losing 

their certification. As a result, technicians from the United St ates will be needed t o perform 
maintenance or train NEC London facility maintenance staff to perform the required 

maintenance. 

Furthermore, because of noncompliance with local building standards, the kitchen appliances in 

the NEC London caf eteria, which were expected to be powered by natural gas, are being 
replaced with electric appliances at an added cost of approximately $147,120. Because the 

9 OBO "Project Manager's Handbook" (March 2010), Section 3.2, "Roles and Responsibilities of OBO Offices." 
10 0 80 "Project Manager's Handbook" (March 2010), Initial Planning Survey, "Part Ill Architectural and Engineering 
Assessment," 391. 
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natural gas internal piping system did not function as expected, OIG considers the funds 
expended to replace the app liances and mitigate the conditions surrounding the natural gas 
internal piping system as questioned costs. 

NEC London Pond 

OIG found that the semicircular pond located on one side of NEC London, which serves partly as 
a security barrier, was inadequately designed and that NEC London officials had to replace the 
piping and pumping system as a result. Specifically, the piping and pumping system that is used 
to fill and maintain the water level in the pond was poorly designed because the elevation of 
the intake pipe was above the pump intake, which caused air to be t rapped and prevented the 
pumps from properly engaging. In addition, only one strainer 11 was installed with the pumping 
system and it was not sufficient for the size of the pond. Furthermore, according to the OBO 
project director, the drain line collected sand and gravel because a liner was not included in the 
design to keep the sand and gravel away from t he piping. 

OIG found t hat OBO did not require the construction contractor to repair the issues identified 
because the pond had been construct ed and installed as designed. Therefore, NEC London 

officials took action to replace the piping and added two pumps and two strainers to the 
system. Even with the replacements, algae continues to be an issue with t he pond, and t he A&E 
contractor stated that it will take 2 years for the plants to begin to absorb the algae-producing 

contaminants in the water. In the interim, NEC London has spent approximately $200,000 each 
year on chemicals to clean the pond and reduce algae. 

Because of the design deficiencies with the pond and because the Department expended 
additional funds to remove the existing system and design and install another piping and 
pumping system, OIG considers these additional financia l outlays questioned costs. 

O/G Questioned Costs 

OIG determined that the deficiencies described above stemmed, in part, from inadequate 
attention to major systems design and local building requirements. As a result, additional 
financia l outlays were required to replace, remove, or modify the inadequate systems. 
Moreover, the lease-back option had to be extended, at a cost of $34 million, to provide 

additional time to address the conditions encountered. OIG considers the costs associated with 
the inadequate major systems, the financia l outlays necessary to remove or make them 
operable, and the lease-back extension questioned costs because the systems failed to meet 
their intended purpose or were unnecessary and delayed the scheduled occupancy of NEC 
London. Table 1 presents the costs OIG questioned by major system and the lease-back 

extension. 

11 A strainer is used to intercept debris and keep it away from the pump. 
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Table 1: OIG Questioned Costs Related to Major Systems and Lease-Back 

Major Systems Questioned Cost 

Wastewater Treatment Plant $2,000,000• 
NEC London Pond $235,967b 
Gas Kitchen Appliance 
Replacement 

$147,120' 

Lease-Back Extension $34,000,000 

Total $36,383,087 

• WWTP estimated installation costs. 
b NEC London pond estimated modification costs. 

' Electric appliance estimated replacement costs. 
Source: Generated by OIG from data provided by 080. 

Responsib ility for Major Systems Design and NEC Construction Delays and Additional Costs 

KT, the A&E firm for NEC London, had primary responsibility for the design of NEC London, 
including the major systems installed. According t o the Office of the Procurement Executive, 
" The architecture-engineer contractor must prepare drawings and specifications describing the 

work to be done in sufficient detail to permit a construction contractor to submit a firm-fixed­
price proposal for the work."12 Additionally, the Federa l Acquisition Regulation (FAR) provides 
that architecture-engineer contractors are responsible for the professional quality, technical 
accuracy, and coordination of all services required under the contract. 13 Therefore, when 
modifications are required to a contract because of an error or deficiency in the design, the 
Contracting Officer shall consider the extent to which the architecture-engineer contractor may 
be reasonably liable.14 Addit ionally, the FAR stat es that failure by the architecture-engineer 
contract or t o comply w ith the contract may be grounds for rejection and, moreover, that the 

Government's failure t o identify noncom pliant items does not relieve the architecture-engineer 
contractor of the duty to comply with the contract requirements.1s 

BLH I and OBO both had responsibilities related t o the design of NEC London during the early 

pre-construction phase and as part of the "one team" concept under the ECI process. ECI is 
intended to bring key stakeholders to the table earlier than typical design-build or design-bid­
bui ld processes. Specifically, BLHl's contract required that preconstruction services include a 
review and evaluation of the design documents for constructability, operability, cost, value 
engineering suggestions, risk management review and workshops, identification of any 
problems or errors in the design and design documentation, consultation during construction 
document production, assistance in defining bid packages and construction phasing, integration 

of IT, mockups and mockup testing, preliminary project schedule development, cost estimates 
along with substantiating documentation, and development of subcontract or and supplier 
interest. Because OIG is unaware of any effort by the Department to analyze and potentially 

12 OPE Overseas Contracting and Simplified Acquisition Guidebook (December 2017), Chapter 9, 11.8. 

B FAR 36.608, "Liability for Government costs resulting from design errors or deficiencies." 
14 Ibid. 

1~ FAR 52.236-23, "Responsibility of the Architect-Engineer Contractor." 
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pursue liability claims against the A&E firm or the construction contractor involved with the 
design and construction of NEC London, including its major systems, OIG is offering the 

following recommendations. 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with the Bureau of Administ ration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent the architecture- engineering firm Kieran­
Timberlake PLC (under contract# SAQMMA-10-C-0060)- for design deficiencies-and the 
construction contractor B.L. Harbert International, LLC (under contract# SAQMMA-12-C-
0111)- for construction deficiencies- are responsible for the $34 million in identified 
questioned additional costs expended for the otherwise unnecessary lease-back extension 
of the former U.S. Embassy London and b) recover from each firm those costs for which 
they are determined to be responsible. 

M anagement Response: OBO concurred with the recommendation and provided 

consolidated comments that apply to Recommendations 1-4. In those comments, OBO 
stated that the costs expended for the lease-back extension were directly related to the 
delayed contract completion. In April 2016, OBO ordered BLHI to accelerate the work and 
take all necessary actions to increase product ivity. In response, BLHI engaged specialty 
consultants to assist with planning, assigned additional resources, and expedited all logistics 
and supply chains to complete the project as soon as possible. The order t o accelerate 

resulted in a request for equitable adjustment (REA) by BLHI to recover cost s for actions 
outside of its contract r equirements. The Department specifica lly st at ed that " [s]ettlement 
of the REA took into consideration the status of the construction progress at the time the 
order t o accelerate was given, t he impact of ongoing design questions on BLHl's progress, 
and the availability of local const r uction labor in the surging loca l economy." Negotiation of 
the REA and contract close-out were fina lized in three rounds of m eetings-one related to 

schedule delays, one related to direct costs of design changes, and the last one related to 
acceleration and disruption. Accordingly, determination for BLHl's responsibility in both 
construction delays and deficiencies was made as part of the negotiation and contact close­
out. "The cont ract modifications that were executed account for BLHl's responsibilities and 

also waive [its] rights t o make additional claims against the U.S. government." 

In addition, OBO reviewed the magnitude of the changes with respect to the size and 
complexity of the project and concluded that Kieran-Timberlake PLC's work met the 
standard of care that would normally be expected on projects of "similar scope and 
complexity." OBO found that design issues by Kieran-Timberlake PLC did not significantly 
impact its schedule. Design issues that did occur early in the 5-year process were found to 
be well within the standard of care for an architectural engineering effort and the project 

was reported to be on schedule until the last year of construction. 

OIG Reply: On the basis of OBO's concurrence w ith the recommendation and actions taken, 
OIG consid ers this recommendation closed. OIG reviewed the memorandum signed by the 
OBO Design and Engineering office director stating that OBO has reviewed the performance 
of the Architectura l Company Kieran-Timberlake PLC that provided the Architectural and 
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Engineering Services for t he New London Embassy and is fully satisfied that its services 
meet the standard of professional care. In addition, OIG reviewed the REA negotiation 
memorandum and contract modifications and determined that the Department considered 

BLH l's l iability for construction delays. No further action regarding this recommendation is 
required. 

Recommendation 2: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with the Bureau of Administration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent the architecture-engineering firm Kieran­
Timberlake PLC (under contract# SAQMMA-10-C-0060)-for design deficiencies-and t he 
construction contract or B.L Harbert Internat ional, LLC (under contract# SAQMMA-12-C-
0111)- for construction deficiencies-are responsible for the $2 mill ion in identified 
questioned additional costs expended to install the subsequently abandoned Wastewater 
Treatment Plant at the New U.S. Embassy London and b) recover from each firm those costs 
for which they are determined to be liable. 

Management Response: 080 concurred with the recommendation, noting t hat , as set forth 
in response to Recommendation 1, with respect t o the responsibility of Kieran-Timberlake 
PLC, 080 reviewed the magnitude of the changes in regard to the size and complexit y of 
the project and concluded that its work met the standard of care that would normally be 
expect ed on projects of similar scope and complexity. In addition, the wastewater treatment 
plant ultimately functioned and can continue to do so. OBO worked with KT and BLHI to " rectify 
the function of the plant and replace parts that were not adequate." 

OIG Reply: On the basis of OBO's concurrence with the recommendation and actions taken, 
OIG considers this recommendation closed. OIG reviewed the memorandum signed by the 
080 Design and Engineering office director stating that 080 has carefully reviewed the 
performance of the Architectural Company Kieran-Timberlake PLC that provided the 
Architectural and Engineering Services for the New London Embassy and is fully satisfied 
that its services meet the standard of professional care. No further action regarding this 
recommendation is required. 

Recommendation 3: OIG recommends that t he Bureau of Overseas Buildings Operations, in 
coordination with the Bureau of Administration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent, the architecture-engineering firm Kieran­
Timberlake PLC (under contract# SAQMMA-10-C-0060) is responsible for its design 
deficiencies resulting in $235,967 in additional costs expended to modify the new U.S. 

Embassy London semicircular pond and b) recover those cost s for which the firm is 
determined to be liable. 

Management Response: 080 concurred with the recommendation, noting t hat t he pond 
system was not performing as desired, but 080 could not det ermine whether the 
circulation syst em was installed as designed without "costly, unsightly, and impractical 
demolition testing." Instead, 080 worked with Kieran-Timberlake PLC and BLHI to modify 
the system to bring it into great er balance and restore it as a naturally functioning pond. 
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OIG Reply: On the basis of OBO's concurrence with the recommendation and actions taken, 
OIG considers this recommendation closed. OIG reviewed the memorandum signed by the 
OBO Design and Engineering office director stat ing t hat OBO has carefully reviewed the 
performance of the Architectural Company Kieran-Timberlake PLC that provided the 

Architectural and Engineering Services for the New London Embassy and is fully satisfied 
that it s services meet the standard of professional care. No further action regarding this 
recommendation is required. 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with the Bureau of Administration and the Office of the Legal Advisor, a) 

determine whether and, if so, to what extent the architecture-engineering firm Kieran­
Timberlake PLC (under contract# SAQMMA-10-C-0060)- for design deficiencies- and the 
construction contractor 8.L. Harbert International, LLC (under contract# SAQMMA-12-C-

0111)- for construction deficiencies- are responsible for the $147,120 in questioned 
additional costs expended to replace gas appliances with electric appliances at the new U.S. 
Embassy London due to the failure to comply with contract requirements regarding host 
country laws, codes, ordinances, and regulations and b) recover from each firm those costs 
for which they are determined to be liable. 

Management Response: 080 concurred with the recommendation, noting that the gas line 
and gas kitchen equipment in London were designed pursuant to OBO's 2012 Standard 
Embassy Design program and applicable codes of the United Kingdom. 080 further stated 

that a formal review by local permit officials and the London Fire Brigade was conducted on 
the subject of U.S. versus UK gas service standards and it was decided by the UK officials 
that it was "better to stay with one standard (U .S.) rather than mix and match." The design 

was reviewed and accepted by both 080 and BLHI during the design phase. 080 became 
aware of the differing gas service standards when the kitchen was being set up for a 
potential vendor. Post officials made the decision to switch to electric appliances because 

such appliances were less costly to maintain and service and were in compliance with local 
standards for a food operator. 

OIG Reply: On the basis of OBO's concurrence with the recommendation and actions taken, 
OIG considers this recommendation closed. OIG reviewed the memorandum signed by t he 
080 Design and Engineering office director stating that 080 has carefully reviewed the 
performance of the Architectural Company Kieran-Timberlake PLC that provided the 

Architectural and Engineering Services for the New London Embassy and is fully satisfied 
that its services meet the standard of professional care. No further act ion regarding this 

recommendation is required. 

Finding B: Decisions Resulted in Deficiencies That W ill Require Continuous 

Attention 

OIG found that certain decisions and inadequate installation, among other issues, resulted in 
building deficiencies that w ill require continuous attention. Specifically, ground water is seeping 
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into the lower levels of NEC London because a decision was made, following a value 
engineering study, 16 not to include an additional floor "slab" and a perimeter masonry wall. In 
addition, portions of the roof at NEC London were improperly installed and will require 

continuous attention to avoid leaks and water damage. A third-party contractor identified more 
than 700 defects with the exterior fa~ade covering NEC London, including missing restraint lugs 
and improperly installed, missing, or damaged gaskets. Furthermore, interior stone tiles have 
cracked, and exterior stone pavers have deteriorated to the point that vehicle traffic in certain 
areas has been limited to avoid additional damage. 

Ground Water Seeping Into NEC London Lower Level 

OIG found ground water seeping into the lower level of NEC London because a decision was 
made, following a value engineering study, not to include an additional floor "slab" and a 
perimeter masonry wall in the lower level. The purpose of a value engineering study is to 
improve the function or reduce cost by promoting the substitution of material and methods with 
less expensive alternatives without sacrificing functionality. According to OBO policy, a value 
engineering study is required for construction projects that cost more than $5 million.17 

The value engineering study conducted for NEC London proposed removing the additional floor 
slab on the lower level to reduce cost. OBO accepted that recommendation and removed the 
floor slab from the design. However, the value engineering study also noted the potential 
consequences of removing the slab, stating, "The parking would be directly on the structural 
slab. It is noted that there will be moisture on the parking slab coming up from below. There 
will be drainage t o move the water away, but moisture will be present." OBO made the decision 
to remove the additional floor slab and, as predicted in the value engineering study, ground 
water is seeping into the lower level of NEC London. Figures 2, 3, and 4 are photographs from 
the lower level of NEC London taken in January 2020. 

16 Value engineering provides a systematic review that aims to lower life-cycle costs and improve quality and 
performance. 
17 080 "Policy and Procedures Directive (P&PD)," Cost 02, "Value Engineering." 
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Figure 2 : Ground water seeping into the lower level 
parking garage of NEC London. 

Figure 3: Ground water seeping through the lower level 
floor of NEC London. 
Source: OIG photograph taken January 2020. 

Source: OIG photograph taken January 2020. 

Figure 4 : Mold forming on the wall in the lower level 
parking garage of NEC London. 
Source: OIG photograph taken January 2020. 

Roof 

OIG found that portions of the roof at NEC London were improperly installed and wi ll require 
continuous attention to avoid leaks and water damage. According to the NEC London project 
director, the roof design for NEC London prepared by the A&E contractor KT never aligned with 
OBO's expectations. However, OBO did not require changes to the design from the A&E fi rm. 
Instead, an OBO roofing expert was assigned to the NEC London project to make changes to the 
original roof design. This created a "hybrid" design with f eatures from both the A&E 
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contractor's design and from OBO's standard roof design. OIG found that the finished roof was 
completed improperly and identified defects with the equipment pads. Because OIG does not 
know the basis by which OBO chose to alter the design of the roof after accepting the design of 
the roof from the A&E contractor, OIG is not offering a recommendation to address this 
condition. Figures 5 and 6 show the results of improper installation of roofing over equipment 
pads. 

Figure S: Improper installation of roofi ng over 
equipment pad. 

Figure 6: Improper installation of roofing on sidewal l. 
Source: Photograph taken by OIG in April 2019. 

Source: Photograph taken by OIG in April 2019. 

Before the 11-month warranty inspection in November 2018, post officials commissioned two 
third-party contractors to conduct inspections on the building's rain cladding and tensioned 
sails. The contractor inspecting the rain cladding identified more than 700 defects, including 
missing restraint lugs and improperly installed, missing, or 
damaged weatherproofing gaskets. 

In addition, the contractor inspecting the tensioned sails 
listed in its inspection report 30 t ypes of construction phase 
defects and hundreds of individual deficiencies, including 
wrinkles, splits, and tears in the sails and several loose w ind 
cables. Additionally, the inspectors found missing, 
improperly installed, or incorrectly sized nuts, bolts, and 
clamps used to secure the sail panels, which caused broken 
or missing fittings. The audit team observed detached 
brackets and other defects during the team's visit, but for 
security reasons could not take photographs. Figure 7: Wind Cable detached from building. 

Source: Photograph from Stan Ltd. Inspection. 

These issues were not identified and addressed prior to declaring NEC London substantially 
complete because OBO did not conduct an effective quality assurance inspection of the fa~ade 
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before issuing the certificate of substantial completion.18 The consequences of these problems 
are substantial. Post personnel stated that exterior building maintenance, including window 
washing and treatment costs for the complex fa~de would increase tenfold, from $30,000 for 
the prior embassy to $300,000 per year for the new embassy. 

Although OIG has identified design decisions as a cause for deficiencies resulting in additional 
attention and possible additional cost, it is not making a recommendation at this t ime. 
However, an audit of the design approval and coordination process is included in the FY 2020-
FY 2021 workplan. 

Stone Tiles and Pavers Cracking and Deteriorating 

OIG found that interior stone tiles have cracked and exterior stone pavers have deteriorated to 
the point that vehicle traffic leading into the main entrance of NEC London has been limited to 
avoid additional damage. OIG could not determine the specific cause for the defects, but the 
quality of the tiles and stone pavers as well as the way they were installed cou Id be the reason 
since NEC London has only been open for approximately 2 years. Figures 8, 9, and 10 
demonstrate these defects, including cracking, delamination, and color variances. 

Because OIG could not determine the specific cause for the defects, OIG is recommending that 
OBO verify that the stone pave rs and tiles installed were the grade and quality of materials 
approved and that they were installed correctly. If the grade and quality of materials was not 
consistent with contract requirements, then OBO, in coordination w ith the Bureau of 
Ad ministration and the Office of the Legal Advisor, should determine the extent to which BLHI 
is responsible and recover any associated costs. 

Figure 8: Damaged interior stone t i les on sixth floor 
showing spalling and delaminat ion. 

Figure9: Damaged (cracked) interior st one t 'iles. 
Source: Photograph taken by OIG in April 2019. 

Source: Photograph taken by OIG in January 2020. 

18 FAR 46.102, "Policy," requ ires i nspections for quality of work before Government acceptance. 
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Figure 10: Damaged edges of exterior stone pavers on 
embassy driveway. 

Source: Photograph taken by OIG in April 2019. 

Recommendation 5: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy London and prior to issuing the Certificate of Final Acceptance, 
verify that the stone pave rs and tiles that were instal led at Embassy London were the grade 
and quality of materials approved and that they were installed correctly. If the grade and 
quality of materials is not consistent with contract req uirements, in coordination w ith the 
Bureau of Administration and the Office of the Legal Advisor, OBO should determine the 
exte nt to which the construction contractor, B.L. Harbert International, LLC, (under contract 
# SAQM MA-12-C-0111) is responsible and recover any associated costs. 

Management Response: OBO concurred with the recommendat ion, noting it "verified that 
the Coquina stone installed on the 6th and 7th floors was provided and installed per 
contract requirements. OBO also verified that the exterior paver China Impa la st one was 
provided and installed per the contract requirement." 

OIG Reply: On the basis of OBO's actions t aken, OIG considers this recommend ation closed. 
OIG reviewed the approved submittals for the stone t iles and pavers that were installed. In 
addition, as noted above, OBO represented that it had verified the approved tiles were 
appropriately installed. No further action regarding this recom mendation is required. 

Finding C: Final Acceptance of the NEC London Construction Project Remains 

Pending 

OIG found that, as of April 2020, more than 2 years since OBO declared NEC London 
"subst antially complete," final acceptance of the construction project remains pending. 

According to OBO's "Construction Management Guidebook," the beginning of the construction 
project closeout process occurs when the contractor notifies the PD in writing that construction 
work is substantially complete. The PD performs inspections and test s to verify that, in fact, the 
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work is substantially complete. Upon satisfactory complet ion of the inspections, the PD issues a 
Certificate of Substantial Completion and provides the contractor with a list of t he remaining 

minor unfinished items, referred to as a schedule of defects or punch list, that must be 
corrected within 6 months. 19 The fina l steps of project completion and acceptance t ypically 
begin 60 days or less after the Certificat e of Substantial Complet ion is issued. The length of time 
for project completion depends on the contractor's ability to correct the it ems listed in the 

punch list. 

As of October 2019, nearly 2 years after substantial completion, OIG found that 27420 identified 
defects or punch list items were sti ll await ing remediation. A punch list item is typically a minor 
defect that needs to be corrected, adjusted, or replaced before a Certificate of Final Acceptance 
for the construction project can be issued. OIG determined that the lengthy time it has taken to 
address the punch list is due, in part, to the failure by OBO officials to follow prescribed 
procedures for preparing a consolidated punch list. Specifica lly, during OIG's audit of OBO's 
construction closeout p rocess, which is currently underway, OIG found that OBO did not 
prepare a consolidated punch list that the contractor needed t o address. Instead, OBO officials 

provided the contactor 14 separate "Notices of Deficiencies" in January 2018, the month 
following substantial completion. The separate lists of items were a result of the multiple 
inspections occurring on various earlier dates, such as those for security, fire saf ety, and 
elevators. Having separat e deficiency list s, rather than one consolidated punch list, made it 
difficult for both OBO and BLHI to track the def ect s on the punch list. 

According to FAR 52.236-11, "Use and Possession Prior To Completion," a single " list" is 
required: 

The Government sha ll have the right to take possession of or use any completed 
or partially completed part of the work. Before taking possession of or using any 
work, the Contracting Officer shall furnish the Contractor a list of items of work 
remaining to be performed or correct ed on those portions of the work that the 
Government intends to take possession of or use. However, failure of the 
Contracting Officer to list any item of work sha ll not relieve the Contractor of 
responsibility for complying with the t erms of t he contract. The Government's 
possession or use shall not be deemed an acceptance of any work under the 
contract . 

19 0B0, "Construction Management Guidebook," Volume 1, Section 3.3.18, "Substantial Completion," 3-54, and 
Volume 2, Appendix B, " Policy and Procedures Directives," P&PD CM 01, "Commissioning and Transition to 
Occupancy of Overseas Facilities," Attachment 4, "Transition to Occupancy Activities," Appendix B, "Definitions," 
30. 
20 Some punch list items contained several separate defects from notices of deficiencies that were combined into a 
single line item for tracking purposes when OBO and the contractor agreed, as described subsequently, to merge 
the punch list and warranty tracking list for convenience. The actual number of defects contained on the list is 
more than 274. 
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In addition, OIG found that some of the items on the punch list (14 separate lists) related to 
warranties. Likewise, some of items listed on the warranty list should have been id entified as 

punch list items. Eventually, OBO and the cont ractor agreed t o combine the punch list and the 
warranty list21 because, according to OBO officials, this would make it easier to track both. 
However, because OIG identified it ems that appeared to have been marked as defects and 

claimed as warranty items and vice versa, it was difficult to identify the punch list contractual 
requirements. In fact, combining the issues in this way was inconsistent with OBO Construction 
Alert A-2010-06, which states that the contractor shall not be allowed to view the Schedule of 

Defects as "warranty issues." 22 In addition to fai ling to follow its own policy, this practice makes 

it difficult for OBO to hold the construction contractor accountable for contractual obligations 

to address all punch list items before final acceptance. 

Furthermore, during a second site visit, in January 2020, the PD stated that he did not have a 
current punch list available. After completion of the site visit, the PD provided an updated 

punch list on January 24, 2020, which continued to include warranty items. In addition, OIG 
found that the punch list did not accurately document the status of each item listed. For 
example, the list received from OBO on January 24, 2020, included 29 items, of which 4 appear 
to be closed. However, according to comments associated with those items, it appears that 
080 officials were not necessarily in agreement that the items were indeed closed. For 
example, "strip lighting" on the 5t h and ?lh floors were one such deficiency. The notes stat e that 
this issue was closed on October 12, 2019. However, the next comment referred to a 

subsequent email from post stating that some of these items had not, in fact, been cleared, and 
another comment noted that six new lights were required. In another example, "power 
sockets" were described as being inoperable in four rooms. One comment stated that the items 
were subseq uently closed, but the next comment cited a later email from post explaining that 
some of t hese items had not been cleared; yet another comment stated that post and the 
contract or were to review the issue during the next visit by the electrical subcontractor. As a 

result of these inconsistencies, OBO is unable to demonstrate what items remain open and 
what actions are ultimately needed to close them and achieve final acceptance of the NEC 
London construction project. 

Because OBO did not adhere to it s closeout process in two of the t hree projects reviewed for 
t he audit, the deviation from the process is presented in detail in the upcoming audit report 
and will present a recommendation to address the shortcoming. However, because of the 
importance of ensuring that all punch list items are completed before final acceptance, OIG is 
making two recommendations to address th is shortfall for NEC London, 

Recommendation 6: OIG recommends t hat the Bureau of Overseas Buildings Operations, in 
coordination with Embassy London, create and formally communicate to the contractor a 

21 FAR 46.7, "Warranty," defines warranty list as a stated period of time or use, or the occurrence of a specified 
event, after acceptance by the Government to assert a contractual right for the correction of defects. That is, in 
contrast to a punch list, which are items that are identified before acceptance, warranty items are non-functional 
items identified a fter acceptance (i.e., substantial completion). 
22 0 80 , Office of Construction Management, Construction Alert A-2010-06, September 21, 2010. 
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consolidated schedule of defects (punch list) that describes all defects t hat the contractor 
must address prior to final acceptance of the building. The schedule of defects should not 

include any items relat ed to warranties. Furthermore, the schedule of defects should reflect 

the current status of each reported defect. 

Management Response: 0 80 concurred with this recommendation and provided an 
updated list with deficiencies (defects) that remained open. Other than the items on the 

updated list , 080 stated that it had verified that all items on the schedule of defects have 

been completed. 

OlG Reply: On the basis of OBO's concurrence with the recommendation and actions taken, 

OIG considers this recommendation closed. OIG verified that a consolidated schedule of 

defects (punch list) had been created and that the information had been communicated to 
th e contractor. No further action regarding this recommendation is required. 

Recommendation 7: OIG recommends that, once an accurate consolidated schedule of 
defects is developed (Recommendation 6), the Bureau of Overseas Buildings Operations, in 

coordination with Embassy London, establish timeframes for completing all identified 

defects and verify completion before fina l acceptance. 

Management Response: 080 concurred with this recommendation, noting it will work with 

Embassy London to verify completion of all defects identified on the list of deficiencies 
(defects), referred to in OBO's response t o Recommendation 6, before final acceptance. 

080 established a timeframe and estimated that the task would be completed by October 
2020. 

OIG Reply: On the basis of OBO's concurrence with t he recommendation and planned 

actions, OIG considers this recommendation resolved, pending further action. The 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that all defects identified on the list of deficiencies (defects) have been 

completed. 
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RECOMMENDATIONS 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination w ith the Bureau of Administration and the Office of the Lega l Advisor, a) 
determine whether and, if so, to what extent t he architecture-engineering firm Kieran­
Timberlake PLC (under contract It SAQMMA-10-C-0060)- for design deficiencies- and the 

construction contractor B.L. Harbert International, LLC (under contract# SAQMMA-12-C-
0111)- for construction deficiencies- are responsible for the $34 million in identified 

questioned additional costs expended for the otherwise unnecessary lease-back extension of 
the former U.S. Embassy London and b) recover from each firm those costs for which they are 
determined to be responsib le. 

Recommendation 2: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination w ith the Bureau of Administration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent t he architecture-engineering firm Kieran­
Timberlake PLC (under contract It SAQMMA-10-C-0060)- for design deficiencies-and the 

construction contract or B.L. Harbert International, LLC (under contract It SAQMMA-12-C-
0111)-for construction deficiencies- are responsible for the $2 million in identified 
questioned additional costs expended to install the subsequently abandoned Wastewater 
Treatment Plant at the New U.S. Embassy London and b) recover from each fi rm those cost s for 
which they are determined to be liable. 

Recommendation 3: OIG recomm ends that the Bureau of Overseas Buildings Operations, in 
coordination w ith the Bureau of Administration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent, the architecture-engineering firm Kieran­

Timberlake PLC (under contract It SAQMMA-10-C-0060) is responsible for its design deficiencies 
resulting in $235,967 in additional costs expended to modify the new U.S. Embassy London 
semicircular pond and b) recover those costs for which the firm is determined to be liable. 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations, in 

coordination w ith t he Bureau of Administration and the Office of the Legal Advisor, a) 
determine whether and, if so, to what extent t he architecture-engineering firm Kieran­
Timberlake PLC (under contract It SAQMMA-10-C-0060)- for design deficiencies- and the 
construction cont ract or B.L. Harbert International, LLC (under contract It SAQMMA-12-C-
0111)- for construction deficiencies- are responsible for the $147,120 in questioned 

additional costs expended to replace gas appliances w ith electric appliances at the new U.S. 
Embassy London due to the failure to comp ly with contract requirements regarding host 
country laws, codes, ordinances, and regulations and b) recover from each firm those costs for 

which they are determined to be liable. 

Recommendation S: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy London and prior to issuing the Certificate of Final Acceptance, 

verify t hat the stone pavers and t iles that were installed at Embassy London were the grade and 
quality of materials approved and t hat they were installed correctly. If the grade and quality of 
materials is not consist ent with cont ract requirement s, in coordination w ith the Bureau of 
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Adm inistration and the Office of the Legal Advisor, 080 should determine the extent to which 
the construction contractor, B.L Harbert International, LLC, (under contract# SAQMMA-12-C-
0111) is responsible and recover any associated costs. 

Recommendation 6: OIG recommends t hat the Bureau of Overseas Buildings Operations, in 
coordination with Embassy London, creat e and formally communicate to the contractor a 
consolidat ed schedule of defects (punch list) that describes all defects that the cont ractor must 
address prior to final acceptance of the building. The schedule of defects should not include any 
items related to warranties. Furthermore, the schedule of defects should reflect the current 
status of each reported defect. 

Recommendation 7: OIG recommends that, once an accurate consolidated schedule of defects 
is developed (Recommendation 6), the Bureau of Overseas Buildings Operations, in 
coordination with Embassy London, establish timeframes for completing all identified defects 
and ver ify completion before final acceptance. 
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APPENDIX A: BUREAU OF OVERSEAS BUILDINGS OPERATIONS 

RESPONSE 

llnitrd Stat~ Dr partmr nt or State 

Washington, D.C, 20520 

June 11 . 2020 

UNCLASSffIED 

TO: 010/AUD Denis< M. Colchin 

FROM: OBO/fuvl - Jcfircy Reba, act ing \s\ 

SUOJECT: 010 Draft lvfanagcn,cnt Assistance Report: Execution of the New Embassy Compound 
London Constmction Project Offers Multiple Lessons 

The Bureau of Overseas Buildings Operations (0130) has reviewed the draft OIG Management 
Assistnncc Report . Attached is OBO"s response to recommendations t.7. 

Attachment: 

As stated. 
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ORO Comments on the OIG l)mft Management Assistance Report: 
Exrn1tio11 ol' the Nrw Embnssy C'<Mnpound London C'onslmrtlon Pl'Oj('('I 

Olfers i\lullipk lA-ssoris 

Completing the nc"• London Embassy project became a lop priority for OBO Director Tad D-avis upon 
his arri\'al in 080 in September 201&. Recognizing 1he import:mct and magnitude of the proj~cl. the 
polcnliul risks. us well us Congn.,-ssionul interest, Director Davis mudc mull iple visits the first within 
JU da)'!l of coming on board - to inspect the project and get a firsthand pcrspccti,·c of the issues and 
challenges on the ground. lie established mo nthly m.;ctings with the projc.ct team 10 tmck the progress 
of every outstanding item and issue. held mull iplc meet ing.s with the president of fl.I.. Harbert 
Internat ional, and hosted a number of1cch11ical discussions wi1h architects and engineers focused on 
the design and constrnclion of selected features of1he project, 10 include the combine.d heating and 
pow~r plant, wast~wruer treatment plant . :md pond This detailed auen1ion from OBO leadership pm 
the appropriate pres.~ure on both the contractor and 080 team to bring the project to a successful 
completion and achieve 1h~ mutual ultimate goal of moving, embassy sta1Ti1110 a new. safe, secure and 
resiliant facil ity. 

R\'commendation I : OIG recommends that the Bureau of Overseas Buildings Operations. in 
coordina11on wi1h 1he Bureau of Adminis1r:11ion and the Office of the Legal Advisor. a) delermine 
whether and. ifso.10 what extent the arch 11cc1urc-cngmccring firm Kicran-Timbcrlakc PLC (under 
contract II SAQMMA-10-C-0060)-for design dcficienc1cs-and the conslrnction contractor B.L. 
Harbert I mernational, LLC (under contract # SAQMM A-12-C-0 111 )-for cons1111c1ion deficiencies­
are responsible for the $34 million in identified q11es1ioned additional COSIS expended for 1he otherwise 
unnecessary lease-back cxten~ion of the forn1er U.S. Embassy London and b) recover from euch firm 
1hose cos1s for which 1hey are determined 10 be re ponsible. 

RccommendHtion 2: OIG recommends 1hat 1he Bure.rn ofOverse.~s Buildings Operations. in 
coordination wi1h 1hc Bureau of Admini 1ra1ion and the Onicc of the legal Advisor, a) determine 
whether and, ifso, to what extent the architecture-engineering firm Kieran-Timberlake PLC (under 
contract II SAQMMA-10-C-0060)-for design deficiencies-and the conslruction comractor B.L. 
Harben lntemational, LLC (under contract# SAQMMA-l 2-C-0111) for constrnction deficiencies 
arc responsible for 1hc S2 million m identified questioned additional costs expended to mstaU the 
subsequently abandoned Wastewater Treatment Plan! at the , ew U.S. Embassy London and b) recover 
from each firm those costs for which they arc dc1cnnincd 10 he liahlc. 

Recommendation 3: OIG recommends that the Bureau of Overseas Buildings Operations. in 
coordination with the Bureau of Administration and the Office of the Legal Advisor. a) determine 
whether and, ifso. to what ex1cnt, the architecture-engineering firm Kicran-Timbcrlakc PL (under 
contract II SAQMMA-1 0-C-0060) is respon_~iblc for its design deficiencies resulting in 235,967 in 
additional costs expended to modify 1hc new U.S. Embassy London semicir,·ular pond and b) recover 
those costs for which the firm is determined to be liable. 

Recommendation 4: OIG recommends that 1he Bureau of Overseas Buildings Operations. in 
coordination wilh lhe Bureau of Administralion and the Onicc of the Legal Advisor, a) dclerminc 
whether and, ifso, 10 what extent the architecture-engineering firm Kieran-Timberlake PLC (under 
contract II SAQMMA-1 0-C-0060)-for design deficiencies-and the eonstrnction contractor B. L. 
Hnrben lntemationnl, LLC (under contract# SAQMMA- l 2-C-0111 )-for construction deficiencies­
arc rcspons1blc forthc S 147.120 in questioned oddilronal costs expended 10 rcplncc gos opplinnccs with 
clcctnc appliances at the new U.S. Embassy London due 10 the li11lurc 10 comply with contmct 
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requirements regarding hosl country laws. codes, ordinances. and regulations and b) reco,er from each 
firm those costs lor which they are dctcnnmcd to be liable. 

080 Response to Recommendations 1- -t: 000 concu.-s with Recommenda tions 1-4 and ha.~ 
taken the following actions to resolve and dose tlu~c issut'S: 

The costs expended for the lease-buck cxtcns.lon lln' directly related to the d<'l:1~·cd cont met 
completion. When it w:1s apparent that B.L. llarbert lntematfonal, LLC, (DLUD was no1 goinl! 
to 0C'hieve subs1nntilll C'ompletion before the Mnt:rnct complction d,He, i11 AptiJ 2016 the U.S. 
government onlered them t.o :1ccele nite the work ;md t:ike :1IJ nec.ess:1ry actions to increase their 
productivity. In 1-csponse, ALI II engnged specialty consultants to assist with planning, assigned 
11dditional rcsourct's, and expedited all logistics and supply chains in order to (·omplct.e the 
project os soon os possible. The 01-der t o accelcrnte 1-csultcd in a request for equitable 
lldj11stmPnt (REA) hy RJ ,RI to l'N'O\'Pr u,u~ for llC'tlons out~td• of thPtr ('Ontrart 
requirements. Settl.ement of the REA took into considemtion the status of the <'Otishuction 
progress at the time the oroer t o accelerate WllS given, the impnct of ongoing d esign questions on 
BLHJ's pn:,grc,;s, aml the availability oflol'al constmction labor in the su,-glng local economy. 

The U. S. gn,•emmcnt derh•ed a heneOI from the accele ration which resulted in pmjeL't 
completion sooner thnn what wo11Jd have been achie.,cd othcl'wise. Negotiation of the REA nnd 
contract dose-nut wer-c ffnallzed In three rounds of meetings - 011c related to schedule delays, one 

,-elated to direct costs o f dcsii,1 chanees, a11d the last one ,-elated to accclcmtion and 
dismptlon. A,·cor'Clingly, dc1cm1inntion for the responsibility of BLFIT in both construction 
delays and dclicic.~1cics was made as pa,-t of the negotialion and contact close-out. The cont met 
moditic:.1tions that were executed account for• l:JLHl's responsibilities and a lso wain their rights 
to make 11dditional claims agaim1 the .S. government. 

With respect lo the responsibility of Kiemn-Timberl:1ke PLC, OBO t't'viewed the m:1gnitude of 
the chllllJ!CS in n:2ards to the size nnd compkx.lty oft he proj<'ct rmd condud<'cl that their work 
met the sta ndard of c.1re that wouJd nonnaUy be expected on pro,jects o f simil:1 r scope and 
complc-xity. 

The waste water treatment plant in the end was functioning and is capable of continu.ing to do so. 
080 worl;cd with KT and BLm to rectify the function of the plant and rcplnrc pnrts thot were 
not ndequate. The system was not requJttd In the UK due to :1 lack of a ulillty network, but ,us 
designed to pnwide 1-ecyclcd gray water for irrigntion and waste plumbing. Tloweve,·, the pfant 
mis taken off line by the Post facility st:1ffto avoid future m:1i11tenanr.e time and costs. 

The pond system mis not pc1forming as dcsi1-ed , but 0110 could not determine whether the 
clrt'lllatlon system was lnstalJed as designed without rosily , unsightly :md lmpr.ictlcal demolition 
testing. h1stcod , 080 wo1t.cd with KT and HUii to modify the system to bring it into g1'Clltc1· 
bnl rmcc nnd r'<'SIOt't' ii ns n tllllumlly functioning pond. 

The gns line ond ga.5 kitchen equipment in London we,-c dcsig11ed pc,· 2012-OllO-ICS-IPC-2009, 
the kllch{'n guitlelil1cs in the 2012 SED 11rognuu, m,d UK rntlt~ BSI 710 rmtl 12056. A fonn:11 
ttview by Wandsworth pemlit ollidrils and the London Fire 11rigade on the subject of US versus 
tll< ~1.:rndanls and in particular thP gas s<'n•ice was condru:tt>d and it was decided h~• the HK 
otr.cials that it is better to silly with one standard ( S) mther thnn mix and mat,·h. The de:iign 
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was reviewed and accepled by bolh OHO and B.L. Harbert during the design phase. OHO 
b('(';}mc awai<e ofthr issue of UK VN'Slts US stancla1,I fo1· thc gns srn•kp when lhe kitd1rn was 
being set up for a potenrlal vendor. Post made a decision to switch to electric appHflnces because 
it is less costly to maintain and service, and is in compliance ,~ith local standards for a food 
operator. 

OBO n'speclfully 1'\'quesls that OIG close t'\'conunenclatlons 1-4. 

Recommendation 5: OIG recommends that the l:lurcau of Overseas l:luildings Operations. m 
coordination with Embassy London and prior to issuing the Certificate of Final Acceptance, verify that 
the stone paver and ti les that were installed at Embassy London were the grade and quality of 
materials approved and that they were installed correctly. lf thc grade and quality of materials is not 
consistent with contract requirements. in coordination with the Bureau of Administration and the 
Office of the Legal Advisor, 080 should determine the extent to which the construction contractor. 
B.L. Harben International. LLC. (under contract t/ SAQMMA- 12-C-0111) is responsible and recover 
any associated costs. 

ODO Re~ponsc>: ODO c-nn,urs with the n>cnmmt>ndatinn and vt>titlNI that tht> Coqnina !ltont> 
Installed on the 61h and 7th 0oorw:1s provldro and Installed per contr-.ict requlrements. OBO 
also verified tlu1t the exterior paver China lmpa1:t stone wns prm1ded 11nd instaUed per the 
contract requirement. 

ODO res pectfully l'equests that. OIG close this recommendation. 

Recommendation 6: OIC r.:commends thal the Dureau o f Overseas Duildings Operations. in 
oonli11atio11 with Embassy Lo11do11, create a11d fommlly co11m1u11ica1e to the 00111ractor a .::onsolidated 

schedule of defects (punch l ist) that describes all defects tbat tbe co11tractor must address prior to fmal 
ucceptnnce of the building. ·n1e schedule of defect should not include nny items related to warranties. 
Furthermore, the schedule of defects sho uld reflect the current lat us of each reported defect. 

080 Respon~: ORO con<'urs with this rccommmdation and pro"idcs the attached list of 
5<'hcdule of detects. This list o f defects i5 OUO's response to UL Ill's S<'pten1bcr 22, 2017 request 
for substanlial cumpldiun s ubruitlal. Also indudc1I is an up1htlc1I li~t with 1lclldcndt,j ( il cfc11s) 
that 1-em:tln open. Other lllan tJie Items on the updated 11st, OUO has vc1iflcd that 118 ltems In 
the schedule of defects luwe been compll'ted . 

080 rcs pt'ctfully n ·11m·sts that 01G dose this n·1·ommcndation. 

Rccommcndotion 7: OIG recommends that. once an nccurote consolidated schedule of defects is 
developed (Reco111111e11datio11 6), the Oureau ofO\·crseas Ruilcling,s Operalions, in coordination wi1h 
Embas y London, establish timeframes for comple ting all identified defects and verify completion 
before final ncccptWJcc. 

ODO Res ponM': OHO l'tlncut'S with this t'Cl'ommcndatiun ,md will wo,·k with Em bas~) Londuc1 
to , ,erify completion of all defects Identified in the deficiencies Ust, n'ferred to In QUO response 
to recommendation 6, be fore tinal a<'ceptance. The end of October 202() is the estimated 
timcframe for completion ofthii. tai,k. 
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Summary of Review 

The Department of State (Department) recently constructed a new embassy compound (NEC) 
in The Hague, the Netherlands. The Bur eau of Overseas Buildings Operations (080) certified 
that construction of the NEC was "substantially complete" on November 25, 2017. 
Substantial completion is the point in time when the 080 project director (PD) determines 
that work is sufficiently complete and satisfactory, in accordance with the requirements of 
the contract, and the structure can be occupied with only minor items remaining to be 

completed or corrected. After substantial completion is reached, the construction contractor 
has 6 months to complet e all outstanding items, according to the OBO Construction 
Management Guidebook. 

During an audit of OBO's construction closeout process, which is current ly underway, the 
Office of Inspector General (OIG) identified outstanding deliverables owed by the contractor. 
Specifically, as of June 2019, which was approximately 19 months after OBO issued the 
Certificate of Substantial Completion, the contractor had not completed items required by 
the contract. The outstanding items included removing a curb and lowering a sidewalk to 
smoothly transition to the main roadway in front of the compound, providing lighting for 
bench seats along the compound walkway, and providing a complete inventory of spare parts 
for major building systems. 

Post officia ls also identified other matters requiring attention. For example, the irrigation 
system for the compound does not have adequate filt ration to prevent clogging. A post 
official stated that the cost to replace the fi ltration system will be approximately $37,000. In 
addition, exterior walkway lights prot rude approximately 2 inches above the ground surface 

(as designed) but have proven t o be a tripping hazard for pedest rians. The cost t o replace the 
lights is estimated to be $16,000. In addition, OIG noted that the stainless-steel exterior 
fa~ade on two buildings was rusting approximately 17 months after substant ial completion 

was declared, even though the construction contract required t he contractor to apply a Type 
316 stain less-steel fa~ade that is used in marine environments to avoid rust. OIG cou ld not 

determine whether Type 316 sta inless-steel panels were used for the exterio r fa~ade. 
According to an OBO official, the panels were cleaned and polished after the completion of 
OIG's fieldwork at Embassy The Hague, and the embassy Facilities Manager estimated that 
the steel panels will need to be cleaned and polished at least annually to maintain their 
appearance. The cost of cleaning was approximately $5,400. 

The purpose of this Management Assistance Report is to provide early communication of the 
deficiencies OIG identified during its ongoing audit so that they can be addressed befor e final 
acceptance of t he construction project. OIG made five recommendations. In response to a 

draft of this report, OBO concurred with the recommendations and stated that it planned to 
take action to address them. On the basis of OBO's planned action, OIG considers all five 
recommendations resolved, pending further action. A synopsis of OBO's response to the 
recommendations offered and OIG's rep ly follow each recommendation in the Results 
section of this report. OBO's response to a draft of this report is reprinted in its ent irety in 
Appendix A. 
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BACKGROUND 

OBO's construction contract closeout process is intended to b e an orderly method to ensure 
that, before the warranty period has ended, the following goals have been accomp lished and 
standards have been m et: 

• Building systems and assemblies have b een planned, designed, procured, installed, 
tested, and adjusted in the prescr ib ed manner to m eet the design intent and specified 
performance. 

• Personnel are properly and adequately trained in the o p eratio n and maintenance of the 
building syst ems. 

• Building systems o perate within the functional perfor mance guidelines, as required b y 
t h e contract. 

Pr ior t o beginning the closeout process for a construction project, a Project Commissioning 
Team 1 commissions the facility to verify that it performs according to the design intent, is 
operationally efficient and maintainable, and meets safety goals and security requirement s. 
Commissioning entails the organ ization and control o f the activit ies required to ensure that the 
transition period between completion of construction and occupancy will proceed without 
delay and will result in a complete and usable facility that m eets all functional requirements. 2 

M ost commissioning activities should be targeted for completion by the project 's substantial 
completion date. 

The beginning of the construction p roject closeout process occurs when the contract or notifies 
the PD in writing that constructio n work is substantially com plete. The PD performs inspections 
and t ests to verify that, in fact, t h e work i s substantially complete. For example, the PD w ill 
perform or verify that inspect ions related to fire safety, security, and elevator perform ance and 
safety have b een completed and are satisfactor y. Substantial completion is the point in time 
w hen the PD det ermin es that the work is sufficiently complete and satisfactory, in accordance 
w ith the requirements of the contract documentation; the structu re can be occupied o r used 
for its intended purpose; and only m inor items, such as t ouch-ups, adjustments, and minor 
replacements or installations, r emain to be completed. 3 

Th e n ext st ep is for OBO's Managing Director for Op eratio ns, Office of Fire Protection, to 
inspect the fi re protection syst em s and life saf et y features to ensure that no critical defects 
exist and then issue the Letter of Acceptance. Next, the Bureau of Diplomatic Security conduct s 

' The Project Commissioning Team Is a group that includes representatives from OBO, the contractor, and the 
Intended users and operators of the facility. The team consists of the Project Director; the construction executives; 
the commissioning agents; the commissioning agent's alternate Contracting Officer's Representative; operations 
and maintenance coordinators; post facility managers; Government- responsible Commissioning Teams; and the 
contractor's commissioning representative, staff, and subcontractors. 

i OBO, "Construction Management Guidebook," Volume 1, Section 3.3.9, "Commissioning." 3-48 (rev. May 2016). 
1 OBO, "Construction Management Guidebook," Volume 2, Appendix B, "Policy and Procedures Directives," P&PD 
CM 01, "Commissioning and Transition to Occupancy of Overseas Facilit ies," Attachment 4, "Transition to 
Occupancy Activities," Appendix B, "Definitions." 30. 
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an accreditation inspection4 and, once all security concerns are resolved, issues the Certificate 
of Substantial Compliance. Upon satisfactory completion of the inspections, the PD issues a 
Certificate of Substantial Completion and provides t he contractor with a list of t he remaining 
minor unfinished it ems, referred to as a schedule of defects or "punch list," that must be 
corrected within 6 months. 5 The final steps of project completion and acceptance typically 
begin 60 days or less after the Cert ificate of Substantial Completion is issued. The length of time 
for project completion depends on the contractor's ability to correct the items listed in the 
punch list. 

Next, the construction executive6 prepares the appropriate documentation package, 
recommending that a Certificate of Occupancy be issued. 7 The Certificate of Occupancy 
authorizes post personnel to move into the facility. 8 

The contractor's 1-year warranty period begins at substantial completion. 9 During this period, 
all as-built drawings10 and other re lat ed project documentation (such as catalogs, operating 
manuals, maintenance procedures and instruct ions, warranties, guarantees, and spare parts) 
must be turned over to either the post General Services Office or Facility Manager as soon as 
available, but no later than, t he t ime of final acceptance. 11 

• The Accreditation Inspection Program is a significant component of the Department's complianoe with Pub. L. 
100-204, The Foreign Relations Authorization Act, as amended. Inspections verify that security of a newly 
constructed or renovated overseas facility intended for storage of classified materials or the conduct of classified 
activities meets relevant Overseas Security Policy Board physical and technical security standards. See also 12 FAM 
361 Exhibit 361.3, Memorandum of Understanding Conoerning Collabora tion, Certification and Accreditation 

Among The Bureau of Overseas Buildings Operations, The Bureau of Diplomatic Security, and The Center for 
Security Evaluation. 

' OBO. "Construction Management Guidebook," Volume 1, Section 3.3.18. "Substantial Completion," 3- 54, and 
Volume 2, Appendix B, "Policy and Procedures Directives," P&PD CM 01, "Commissioning and Transition to 
Occupancy of Overseas Facilities," At tachment 4, "Transition to Occupancy Act ivities," Appendix B, "Definit ions," 

30 (rev. May 2016). 

• The construction executive is the responsible manager and point of contact once the construction contract is 
awarded and is accountable for all technical, administrative, and project budget matters for the assigned project. 
7 OBO, "Construction Management Guidebook," Volume 2, Appendix B, "Policy and Prooedures Directives," P&PD 
CM 01, "C.Ommissionlng and Transition to Occupancy of Overseas Facilities," Section 4.4.2, "Certificate of 

Occupancy," 3 (rev. May 2016). 
8 OBO, "Construction Management Guidebook," Volume 1, Section 3.4.3, •certificate of Occupancy," 3~7 (rev. 

May 2016). 

• OBO, "Construction Management Guidebook," Volume 2, Append ix B, "Policy and Prooedures Directives," P&PD 
CM 01, "C.Ommissioning and Transition to Occupancy of Overseas Fadllt ies," Attachment 4, "Transit ion to 

Occupancy Activities," Appendix B, "Definitions," 31. 

,o As-built drawings are drawings of the construction as actually completed, induding all changes to the original 

design and details of differing site conditions. Post is to keep a copy o f these drawings and send the original as­
built drawings to OBO's Office of Operations and Maintenanoe, Area Management Division. The as-built drawings 
become the permanent record documents for t he facility. 

' ' OBO, "Construction Management Guidebook," Volume 1, Section 3.4.1, "As-builts and Related Project 
Documentation provided to Post," 3~7 (rev. May 2016). 
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The final acceptance process begins when the contractor notifies the PD in writing of the dat e 
t he work will be fully complete and ready for final inspection and testing. The PD then verifies 
that all tests are complete, that the items o n the schedule of defects have been corrected, that 
all work is complete, and the contracto r has furnished all required deliverables, warranties, and 
re leases. The PD then furnishes the Contracting Officer with a Recommendation for Final 
Acceptance. The Contracting Officer will in turn issue the Cert ificate of Final Acceptance.12 The 
process is shown in Figure 1. 

Figure 1: OBO's Construction Project Closeout Process Through Final Acceptance 

Contractor 

Project Director 

080, 
Operations, 
Office of Fire 

Protection 

Diplomatic 
Security 

Construction 
Executive 

Project Completion and Acceptance 

Notifies PO in writing 
that construction 

work is substantially 
complete 

Conducts inspections 
and tests to verify that 
work Is substantially 

complete 

• 
Completes an 

acceptance inspec­
tion and provides a 

Letter of Acceptance 

6-month window in 
w hich the contractor 
must complete punch -

11st Items begins 

t 
Issues Certificate of 

Substantial Completion 
provides the contractor 

wit h •punch list." 

= 
Conducts accreditation inspection 

and issues a Certificate of -
Substantial Compliance when all 
security concerns are resolved 

Prepares appropriate 
documentation package 
recomrne11dine that a 

Certificate of Occupancy 
be Issued 

Contracting Officer 

Source: OtG .. generated from information obta ined from 0 80. 

Final Acceptance Process 

Notifies PD in wri ting of the 
date the work will be fully 

complete and ready for final 
inspection and testing 

• 
Verifies all tests are complete, 
furnishes Contracting Officer 
with a Recommendation for 

final Acceptance 

Issues Certificate of Final 
Acceptance 

12 OBO. "Construction M anagement Guidebook," Volume 2. Appendix B, " Policy and Procedures Directives," P&PD 
CM 01, "Commissioning and Transit ion to Occupancy o f Overseas Facilit ies," Section 4.4.3, " Final Acceptance," 3 
(rev. M ay 2016). 
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New Embassy Compound The Hague 

Embassy The Hague is situated on a 10-acre site in the municipality of Wassenaar and includes 
a chancery/new office building, a U.S. Marine Corps residence, a utility building, and multiple 
access pavilions. The construction contract was awarded to Caddell Construction Company, Inc. 
on September 19, 2013, at a fina l cost of $134 million. Groundbreaking for the project occurred 
on May 28, 2014. OBO issued the certificate of substantial completion on November 25, 2017. 
As of July 2019, the Department had not issued a Certificate of Final Acceptance. 

Purpose of the Audit and This Management Assistance Report 

This Management Assistance Report is intended to provide early communication of deficiencies 
that OIG identified during its audit of OBO's construction closeout process so the deficiencies 

can be addressed before final acceptance of the construction project at NEC The Hague. The 
objective of the audit is to determine whether OBO personnel executed construction project 
closeout procedures in accordance with Federal, Department, and project-specific 
requirements. OIG is reporting the deficiencies discussed in this Management Assistance Report 
in accordance with generally accepted government auditing standards. In performing the work 
related to these deficiencies, OIG interviewed OBO officials and reviewed applicable criteria and 
supporting documentation, at both OBO headquarters in the Washington, DC, metro area and 
at Embassy The Hague. OIG bel ieves that the evidence obtained provides a reasonable basis for 
the deficiencies identified in this report. 

RESULTS 

Finding A: Outstanding Contract Deliverables 

According to the OBO Const ruction Management Guidebook, the Certificat e of Substantial 
Completion begins a 6-month window, during which the contractor must complete punch list 
items. As of June 2019, which was approximately 19 months after OBO issued the Certificate of 
Substantial Complet ion, 13 the cont ractor that const ructed NEC The Hague had not fulfilled all 
cont ract requirements. Two punch list items-from an original list of more than 2,000-had not 
been completed: (1) removing a curb and lowering a sidewalk to smoothly transition to the 
main roadway in front of the compound and (2) providing lighting for bench seats along an 
embassy compound walkway that was improperly installed below the seating. According to 
OBO officials, resolution of the first item was delayed because it took longer than anticipated to 
obtain a permit from the local government . 080 officials stated that the permit has now been 
obtained and that the work will be completed by September 2019. OBO did not provide 
information on the other open punch list item regarding lighting for the bench seats. 

In addition, according to the 080 Construction Management Guidebook, spare parts for major 
building systems must be turned over to either the post General Services Office or the Facility 
Manager as soon as available, but no later than the time of final acceptance. The construction 

" The Substantial Completion letter was signed on November 2S, 2017. 
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contract's Closeout Procedures also state that, before requesting the Certificate of Substantial 
Completion from the PD, the contractor should provide extra materials, including spare parts.14 

As of April 2019, the contractor had not delivered a complete inventory of spare parts. 
According to a Facilities Management official at post, approximately 75 (13 percent) of 600 
spare parts had not been provided. Unless they have a complete supply of spare parts from t he 

contractor, Facilities Management personnel cannot perform ongoing maintenance of embassy 
systems without procuring the needed parts at additional expense.15 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings 
Operations, in coordination with Embassy The Hague, prior to issuing the Certificate of 
Final Acceptance, verify completion of the two outstanding punch list items (tie-in to the 
main roadway and correcting bench seat lighting) related to construction of the New 
Embassy Compound in The Hague. 

Management Response: 080 stated that it planned to clear the two outstanding punch 
list items before issuing the Certificate of Final Acceptance. 

Regarding the tie-in to the main roadway, post officials d ecided it was " unnecessary to 
incur the cost to remove the section ofthe curb that t ies-in t o the main roadway that 
vehicles can drive over easily." OBO stated that it will request a confirmation email from 

post and t hen will remove the item from the punch list before issuing the Certificate of 

Final Acceptance. 

Regarding the bench seat lighting, post decided the repair was unnecessary and 

requested that the contractor not complete the task. Instead, the contractor will fund 
several other facility projects needed at post. OBO stated that the "F[acilities] M[anager] 
will inform 080 once the contractor has provided funding for these projects. 080 will 
request an email from post confirming receipt of the funding agreed upon" to remove 

the item from the punch list before issuing the Certificate of Final Acceptance. 

OIG Reply: On the basis of OBO's planned actions, OIG considers this recommendation 

resolved, pending further action. Post's determination that the two punch list items do 
not need to be completed meets the intent of the recommendation, which was to 
ensure that the punch list was fully addressed. However, if the Contracting Officer 

determines that these decisions constitute a change to the scope of work, the 
Contracting Officer must complete the required contracting actions. This 
recommendation will be closed when OIG receives and accepts evidence demonstrating 

that the t ie-in to the main roadway and correcting bench seat lighting were removed 
from the punch list related to construction of the New Embassy Compound in The 
Hague prior to issuing the Certificate of Final Acceptance and that the Contract ing 

14 Contract SAQMMA-13-C-0214, Division 1-General Requirements, Section 017705, "Closeout Procedures," Part 
3.02, "Substantial Completion," A(S){c). 

" The causes for deficiencies identified with OBO's project doseout process will be included in the report related 
to the overall audit. 
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Officer has been notified of the changes and has taken appropriate action. In addition, 
OIG requests that OBO provide the list of additional projects and their associated value 
that the contractor agreed to complete in lieu of correcting the bench seat lighting 
deficiency. 

Recommendation 2: OIG recommends that the Bureau of Overseas Buildings 
Operations, in coordination with Embassy The Hague, prior to issuing the Certificate of 
Final Acceptance, obtain from Caddell Construction Company, Inc., all contractually 
required spare parts for major building systems to facilitate maintenance of embassy 
systems at Embassy The Hague. 

Management Response: OBO concurred with the recommendation, stating that the 
contractor has "ordered all remaining spare parts identified except for 77 items related 
to the fire suppression and detection system." According t o OBO, the contractor 
believes that it already turned over those items, but OBO stated that it "has no 
documentation to this effect." OBO stated that it w ill request the contractor to provide 
documentation showing that post received those items or that the 77 items were in 
stock when the relevant inspections were performed. OBO further stated that, if the 
contractor is unable to provide proof that the 77 items were delivered, the contractor 
must provide those items before OBO issues the Certificate of Final Acceptance. 

OIG Reply: On the basis of OBO's concurrence with the recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. This 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that all contractually required spare parts for major building systems to 
facilitate maintenance of embassy systems at Embassy The Hague were received from 
the contractor before OBO issues the Certificate of Final Acceptance. 
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Finding B: Identified Deficiencies Need Attention 

Post officials identified other deficiencies that need attention. Specifica lly, the irrigation system 
for the compound does not have adequate filtration to prevent clogging caused by debris­
including dirt and algae- in the natural pond used to 
provide water for irrigat ion. Because the pumps selected 
and purchased do not have adequate filtration, the pump 
syst em fails and t he irrigation system cannot be used as 
designed and built. According to the Facilities Manager at 
post , OBO will need to replace the pumping system with 
one that has a "self -purging" filtration system at an 
approximate cost of $37,000. 

In another example, the contract included a r equirement 
for installation of 18 small lights to delineate a walkway 
from t he driveway next to it, as shown in Figure 2. The 
"runway lights," as a Facilities Management official called 
them, protrude approximately 2 inches from the ground 
and are designed so that vehicles can drive over them. 
Although they are working as designed, embassy staff 
have expressed concern that, because of their height, the 
lights create a tripping hazard for pedestrians. Because of 
the complaints, post plans to replace them with lights that 
are lower to the ground at a cost of $16,000. 

In addition, OIG not ed that the stainless-steel exterior fa~ade on t he Access Control facility and 
the new office building were rusting approximately 17 months after substantial completion of 
construction was declared. As shown in Figures 3 and 4, rust appeared even though the 
construction contract required the contractor to apply a Type 316 stainless-steel fa~ade that is 
resistant to corrosion and rust and is typ ically used in marine environments where saltwater 
corrosion is a particular concern. 

Figure 2: Raised liehts separatin& walkway 
from driveway at Embassy The Hague. 

Source: OIG photograph taken April 2019. 
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Figure 3: Stainless-steel panels under 
the eaves of the Main Compound 

Access Control facility at Em bassy The 
Hague. 

Source: OIG photograph taken April 
2019, 

Figure 4: Stainless-steel panels on 

the front of the new office building 
at Embassy The Hague. 

Source: OIG photograph taken April 
2019. 

During audit fieldwork at Embassy The Hague, OIG could not affirm whether Type 316 stainless­
steel panels were used for the exterior fa~ade as required by the contract and agreed to in the 
product submittals. However, according to an OBO official, t he panels were cleaned and 
polished following OIG's fieldwork at Embassy The Hague and the embassy Facilities Manager 
stated that the stainless-steel panels will need to be cleaned and polished at least annually to 
maintain t heir appearance. The cost of cleaning is approximately $5,400. On the basis of this 
finding and the issues identified by post officials, OIG is making the following 
recommendations. 

Recommendation 3: OIG recommends that the Bureau of Overseas Buildings 
Operations, in coordinat ion with Embassy The Hague, correct the deficiency in the 
irrigation system (pumping and filtration) and report to OIG the amount expended to 
correct the defect. 

Management Response : OBO concurred with the recommendation, stating that OBO 
provided post with $40,000 for the filtration upgrade to t he irrigation system, a project 
expected to start in September 2019. Once the upgrade is completed, the contractor 
will commission the system, and OBO will confirm that it is fully functional. 

OIG Reply: On the basis of OBO's concurrence with the recommendation and planned 
actions, OIG considers this recommendat ion resolved, pending further action. This 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating t hat the deficiency in the irr igation system (pumping and filtration) has 
been corr ect ed and the amount expended to correct the defect has been reported to 
OIG. 

AUD-CGl-19-38 9 

UNCLASSIFIED 

AU D-CGl-20-43 

UNCLASSIFIED 
84 



UNCLASSIFIED 

UNCLASSIFIED 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings 
Operations, in coordination with Embassy The Hague, correct the deficiency identified in 
the walkway lighting and report to OIG the amount expended to correct the defect. 

Management Response: 080 concurred with the recommendation, stating that the 
post Facility Manager has r equested $17,500 for a post-managed project to replace the 
walkway lights. The project can be scheduled once post receives funding. 

OIG Reply: On the basis of OBO's concurrence with t he recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. This 
recommendation will be closed when OIG receives and accepts documentation 
demonstrating that the walkway lighting deficiency has been corrected and the amount 
expended to correct the defect has been reported to OIG. 

Recommendation 5: OIG recommends that, before issuing the Certificate of Final 
Acceptance, the Bureau of Overseas Buildings Operations, in coordinat ion with Embassy 
The Hague, prior to issuing the Certificate of Final Acceptance, (a) verify whether the 
stainless-steel fac;ade applied to the exterior of the New Office Building and the Main 
Compound Access Control facility at Embassy The Hague was Type 316 stainless steel, as 
required by the contract, and (b) if determined that the material is not in compliance 
with contract specifications and material substitution occurred without approval, 
determine whether the contractor is liable, recover all applicable/appropriate costs, and 
report to OIG the amount recovered. 

Management Response: OBO concurred with the recommendation, stating that OBO is 
working with the contractor to confirm that 000 received the stainless-steel panels 
specified in the contract. 080 furth er stated that issuance of the Certificate of Final 
Acceptance depends on confirmation that required materials were used. 

OIG Reply: On the basis of OBO's concurrence with t he recommendation and planned 
actions, OIG considers this recommendation resolved, pending further action. This 
recommendation will be closed when OIG receives documentation verifying the correct 
materials were installed. If the correct materials were not installed, this 
recommendation will be closed when OBO has recovered all applicable and appropriate 
costs and reported the full amount recovered to OIG. 

CONCLUSION 

One of the purposes of OBO's construct ion contract closeout process is to promote an orderly 
procedure to ensure that, before releasing the contractor from liability, the building systems 
and assemblies have been planned, designed, procured, installed, tested, and adjusted in the 
prescribed manner to meet the design intent and specified performance. In June 2019, 
approximately 19 months after the issuance of the Certificat e of Substantia l Completion on 
November 25, 2017, OIG found that the cont ractor responsible for the construction of Embassy 
The Hague had not fulfilled all contract requirements. Specifically, two items from the punch list 
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remain incomplete and the contractor had not provided post with a complete inventory of 
spare parts. In addition, OIG identified deficiencies and possible product substitution or 
improper installation of one type of item. As a result of the deficiencies, the Department is 
expending other program funds t o fix or replace installations. All contract deficiencies must be 
addressed before final acceptance. 
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RECOMMENDATIONS 

Recommendation 1: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy The Hague, prior to issuing the Certificate of Final Acceptance, 
verify completion of the t wo outstanding punch list items (tie-in t o the main roadway and 

correcting bench seat lighting) related to construction of t he New Embassy Compound in The 
Hague. 

Recommendation 2: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy The Hague, prior to issuing the Certificate of Final Acceptance, 
obtain from Caddell Construction Company, Inc., all contractua lly required spare parts for major 
building systems to facilitate maintenance of embassy systems at Embassy The Hague. 

Recommendation 3: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy The Hague, correct the deficiency in t he irrigation system (pumping 
and filtration) and report to OIG t he amount expended to correct t he defect . 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations, in 
coordination with Embassy The Hague, correct t he deficiency identified in the walkway lighting 
and report to OIG the amount expended to correct the defect . 

Recommendation 5: OIG recommends that, before issuing the Certificat e of Final Accept ance, 
the Bureau of Overseas Buildings Operations, in coord ination with Embassy The Hague, prior to 
issuing t he Certificate of Final Acceptance, (a) verify whether the stainless-st eel fai;a de applied 
to the exterior of the New Office Building and the Main Compound Access Control facility at 
Embassy The Hague was Type 316 stainless steel, as required by the contract, and (b) if 
determined that the material is not in compliance with contract specifications and mat erial 
substitution occurred without approval, determine whether the contractor is liable, recover all 
applicable/appropriate costs, an d report to OIG the amount recovered. 
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APPENDIX A: BUREAU OF OVERSEAS BUILDINGS OPERATIONS 
RESPONSE 

United States D•partmenl or Slate 

Wushirig/Un, D.C. 20520 

AUG 1 4 2019 

TO: OIG/AUD Denise M. Cole';;/ 

FROM: 080/RM -Jeff Reba. Acti~ 

SUBJECT: OIG Draft Management Assist:1nce Report: Outstanding Conslruclion 
Deli\'erables and Deficiencies Need Attention at New Embassy 
Compound The I !ague, the Netlterlat1<ls. 

1nc Dureau ofOwrscas Buildings Operations (080) has reviewed the draft OIG 
inspc..--ction repon. A11ached are OBO comments in response to the recommendations 
provided by OIG. 

Attachment: 
As stated. 
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080 Com men rs on the Ot r. Draft M•n• g• mcnt Assistance Repor t: 
O utstanding Cons truction Deliverables and Deficiencies Need Attention at :-lcw Embassy 

Compound The Hague, the Netherlands 

Recom mendation I : 010 recommends lhal. before issuing the Certificate of Final Acceptance, the 
Bureau of Overseas Buildings Operat ions, in coordination with Embassy The Hague, prior 10 issuing 
the Certificate of Final Acceptance, verify completion oftlte two outslllnding punch list items (tic-in 
10 the main roadway nnd correcting bench seat lighting) related to construction of the New Embassy 
Compound in The I )ague. 

080 Response: 
Tie-in 10 ihe main roadway: Post Facility Manager (FM) and Regional Security Officer (RSO) 
revisited this deficiency list item and decided it is wmecessary 10 incur the cos t to remo\"e the section 
of the curb that t ies-in tu the main roadway 1ha1 vehicles can drive over easily. 080 will request an 
email fmm post confirming the above in order to remove this item from the Deficiency (Punch) list, 
prior to issuing Final Acceptance. 

Bench seat lighting: Post FM madc a decision that repairing bench seat lighting was not necessary 
Wl<l requested that Contractor (Caddell) not complete this task. In lieu o f the repair, the FM and 
Contractor arranged for the Contractor 10 fund se'"eral other facility projects needed n1 post. The FM 
will inform 080 once the Contractor has provided the funding for these projects. 0 80 will request 
an email from post confirming receipt of the funding agreed upun in order to remove this item from 
the Deficiency (Punch) list, prior 10 issuin!,l Final Acceptance. 

Rerommendution 2: OIG recommends that, before issuing the Ccrtifie11tc of Final Acceptance, the 
Bureau of Overseas Buildings Operations, in coordination with Embassy The Hague, prior to issuing 
the Certificate of Final Acceptance, obtain from Caddell Construction Company. Inc., a ll 
contractual ly required spare pans for major building systems 10 fa cil itate maintenance of embassy 
systems at Embassy The Hague. 

0 8 0 Response: Concur with recommendation. Caddell has ordered all remaining sparc pans 
identified, except for 77 items related 10 the fire suppression and detection system. The Contractor 
believes that they have already turned over these 77 items. However, 080 has no documentation to 
this efTect. 080 will request that the Contractor provide a receipt sho"ing post received these items 
or a signed inventory list from the OBO Fire Marshall confirming the 77 items were in stock when 
their inspections were perfomied. If the Contractor is w,able to provide proo f of the above, the 
Contractor must then provide the 77 items related 10 the fire suppression and de tection system before 
Final Acceptance. 

Recommendation 3: OIG recommends that the 8wcau of Overseas Duildings Operat ions. in 
coordination with Embassy The Hague, correct the deficiency in the irrigation system (pumping Wld 
fihration) and report to 010 the amount expended to correct the defecL 

0 8 0 Response: 0 130 accepts this recommendation. 080 provided pos1 "ith $40,000 for the 
fihration upgrade project 10 the irrigation system. Once this is complete, the Contractor ,viii 
commission the irrigation system and OBO/CFSWCM will have a representative observe and 
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confinn the system is fully functional. Project expected to start in September 2019. Attached is a 
copy of the Advice of Allotment. 

Recommendation 4: OIG recommends that the Bureau of Overseas Buildings Operations. in 
coordination with Embossy The Hague. correct the deficiency identified in the walkway lighting and 
report to OIG the amount expended to correct the dcfoc1. 

080 Response: Concur with recommendation. The Facility Manager at post hos submitted a 
request for MCI funding (S 17,500) for a post managed project 10 replace the walkway lights. Post 
can schedule project once they receive funding. 

Recommend21ion 5: OIG recommends that, before issuing the Certificate of Final Acceptance, the 
Bureau of Overseas Buildings Operations. in coordination with Embassy The Hague, prior to issuing 
the Certificate of Final Acceptance, a) verify whether the stainless-steel fa~ade applieJ to the 
exterior of the New Office Building and the Main Compound Access Control facil ity at Embassy 
·n,e Hague was Type 316 stainless steel, as required by the contract, and b) if detennincd that the 
material i s not in compliance with contract specifications and material substitution occurred without 
approval, detennine whether the contractor is liable, recover all applicable/appropriate costs, and 
report to OIG the amount recovered. 

080 Response: Concur with recommendation. 0B0/CFSM/CM is working with the Contractor to 
provide the required Pre-Installation Meeting Minutes for the Stainless Steel Panels. With the 
meeting minutes. CFSM/CM can confirm that the accepted submittal for the panels and the 
Contractor's Quality Assurance & Quality Control Thrcc Step Prugrnm properly verified that 080 
received the Stainless Steel Panels specified in the contract. Final Acceptance is dependent on 
cnnlirrnation of the above. 
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Offldal • Trcsnstto,y 

For Addressee(s) Only 

E.O.: 13526 

TAGS: ABUD 

Subject: Advice of Allotment, U.S. Embassy The Hague, Allotment 6256 $50,000.00, 
19_X0535000C 

Ad\fice of Allotment 
Department of State 

O BO Netherlands, The 1-Jai:uc 
Tu: Om ctr in C harge (n:f. 4FAH-3 H-133) 

U.S. F.mb:tssy The Hng ue 

Appr: 19_ X053S000C 
Allotment: 6256 

Request Code: I 2740 
A llotment Tmcking Number: 2019-12740-0130-002407 1 

IBIS Arproved Date: 02/21/2019 

You arc hereby authorized to incur obligations during fiscal year 2019. w ithin the amounts of this document in 
accordance with the following prescribed conditions and limitations, and for the purpose stated. Ohliga1ions 
and/or expenditures which exceed any allotment limitation sel forth in this documcnl eonstilule a violmion of 
the revised statutes, 31 U.S.C. 15 17 as speci fied in Section 080 of 4 FAM . 

l'isc:tl E lement l<iseal Element Name 
Appropriation ID: 19 X0535000C sec.& MA INT.OF us MISSIONS. 

Project Code: XJ13T805 l FOi< Tl 11: 1 lAGUE (256) 
Funct ion Code: 7 1 l2 CONSTRUCTION 

Allotment Code: 6256 OBO Netherlands, The Hague 

Allotment Total 
Previous Modification Authorized 

$0.00 $50,000.00 $50,000.00 

Allotmcnr Summary hy Qur1rtcr 

Cat<i:ory A • Authori7~~tion by Quar ter 
Category B - Full Year 

Aulhoriz.alion 
1st Qtr I 2nd Qtr I 3rd Qtr I 4th Qtr ~·un Ye:ir 

- I I I - $50.000.00 

Remarks 
Funds are provided in 1hc amount of$50,000 USD for the purrose of installation of irrigation pump filtration 
system and complete electrical urgrade related to the TSS system 

This allotment requires the use of project number XJ-BT-8051, Post Name ·n,c I !ague, i>rojccl Numc The 
Hague NEC, Function Code 71 12. and must only be used for costs associated withinstallation ofirrigaiion 

Madrid, EN UNCLASSiflEO 
Offldal - Tntnsit.ry 
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UffCI.ASSin£D 
Offldal - Trandtory 

ump filtration system and complete electrical upgrade related 10 the TSS system Construction BOC is 3220. 
cimbursable VA'I UOC 1s 4 161, and non-reimbursable V A'I 4163. This information is required for the 
ffcctivc management of maintcnnncc and construction funding, and to comply with real property reporting 

requirements. Post FMC should ensure proper obligation and expenditures of funds. Post should promptly 
is~u~ conlracts. purchase orders. or other obligating documents 10 ohligate funds, mid also infonn ORO of the 
ate project execution will commence as well as the estimated completion date. Funds must be obligated in 

he fiscal year they were received. Unobligatcd funds will be withdrawn at the end of the fiscal year. If funds 
c withdrawn, post can request the withdrawn amount in the fol lowing year. 

POC: Patrick Dow 

This allotment authorized and orisinally s igned by: 
Shawn L. Taylor 
Nadia S. Rjley 
Vincent R. Moore 
John R. Higi 
Ucchantea Williams 
Nicholos E. Deutsch 

MINIMIZE CONSIDERED 

App,ovcd By: 

Rele•sed By: 
Info: 

IBIS DISTRIBUTION SYSTEM:IBIS, 1 

IBIS DISTRIBUTION SYSTEM:I6IS, 1 

GFSCAR-Fed@•t.ale gov ROUTINE 

Action Post: 

Dissemination Rulo: 
AMEMBASSY THE HAGUE 

FMO_LES_INFO, FMO 
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OIG AUDIT TEAM MEMBERS 

Denise M. Colchin, Director 
Contracts, Grants, and Infrastructure Division 
Office of Audits 

Mark P. Taylor, Audit Manager 
Contracts, Grants, and Infrastructure Division 
Office of Audits 

Rachel A. Kell, Audit Manager 
Contracts, Grants, and Infrastructure Division 
Office of Audits 

Brian K. Jones, Senior Auditor 
Contracts, Grants, and Infrastructure Division 
Office of Audits 

David R. Tolle, Senior Advisor for 
Construction and Contract Management 
Office of Audits 
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HELP FIGHT 
FRAUD, WASTE, AND ABUSE 

1-800-409-9926 

Stateoig.gov/HOTLINE 

If you fear reprisal, contact the 

OIG Whistleblower Coordinator to learn more about your rights. 
WPEA0mbuds@stateoig.gov 

Office of Inspector General I U.S. Department of State I 1700 North Moore Street I Arlington, Virg,ma 22209 
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ABBREVIATIONS 

BLHI   BL Harbert International    

CHP   Combined Heat and Power System    

Department   Department of State    

ECI   Early Contractor Involvement    

FAR   Federal Acquisition Regulations    

FM   Facilities Manager    

GMMS   Global Maintenance Management System    

LEED   Leadership in Energy and Environmental Design    

NEC   New Embassy Compound    

O&M   Operations and Maintenance    

OBO   The Bureau of Overseas Buildings Operations    

OIG   The Office of the Inspector General    

OPE   Office of the Procurement Executive    

PD   Project Director    

USACE  U.S. Army Corps of Engineers    
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Rachel A. Kell, Senior Auditor 
Contracts, Grants, and Infrastructure Division 
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Brian K. Jones, Senior Auditor 
Contracts, Grants, and Infrastructure Division 
Office of Audits 
 
Mario O. Barco, Auditor 
Contracts, Grants, and Infrastructure Division 
Office of Audits 
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