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Summary of Review  
 

 

In 2011, the Bureau of Overseas Buildings Operations (OBO) negotiated a purchase agreement 
to initiate the acquisition for $120 million of 15.3 acres of land from the company Colgate-
Palmolive to build a new embassy compound in Mexico City. This property was earlier used by 
Colgate-Palmolive to manufacture soap. In accordance with the purchase agreement, Colgate-
Palmolive was required to present the property in ready-to-build condition. This required that 
all contaminants and environmental hazards that “may be present on the property in violation 
of all applicable environmental laws in Mexico shall either be removed and disposed of off-
site, or shall be appropriately capped onsite….” The purchase was not to be completed until 
the Mexican Ministry of Environmental and Natural Resources (SEMARNAT) confirmed that 
Colgate-Palmolive fully implemented the approved Remediation Action Plan. 
 
In March 2014, OBO contracted with Jacobs Engineering Group to monitor  
Colgate-Palmolive’s progress on the demolition and environmental remediation and to 
re-confirm the ready-to-build condition of the site based on the submission of data from 
Colgate-Palmolive to SEMARNAT. Additionally, Jacobs Engineering Group provided OBO with 
weekly and monthly activity reports.  
 
In October 2015, the Office of Inspector General (OIG) executed an agreement with the 
U.S. Army Corps of Engineers (USACE) to provide an independent assessment of the 
environmental studies and test results for the site of the new U.S. Embassy in Mexico City, 
Mexico.  

In anticipation of the September 8, 2016, finalization of the projected property purchase, on 
July 14, 2016, OIG provided OBO with a discussion draft of the USACE report dated June 23, 
2016. The report presented its assessment of the environmental remediation of the property 
based on information supplied by OBO for activities from January 2014 through March 2016. 
 
On July 20, 2016, OIG met with OBO to discuss the draft report. At that time, OBO stated that 
the draft report did not take into account information that it had received from Colgate-
Palmolive on June 23 and July 7, 2016—information that had not, as of the July 20 meeting, 
been provided to OIG. In particular, Colgate-Palmolive notified OBO on June 23, 2016 that the 
site met the purchase agreement’s ready-to-build requirement. OIG agreed to have USACE 
update its report with the most current information available and asked OBO to provide all 
the available information. OIG, however, did not receive the additional information until 
August 1, 2016, when OBO provided to OIG 25 binders of information containing various 
reports. All but four of these 25 binders were in Spanish. Because OBO did not provide OIG 
with any additional translated documentation as OIG had requested, USACE’s review was 
limited to the information in the four reports that were in English. Thereafter, USACE updated 
the report’s conclusions and recommendations based on the new information. The results of 
USACE’s updated assessment, dated September 29, 2016, are presented in their entirety in 
Appendix A.  
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In July 2016, SEMARNAT executed its final approval of the decontamination of the site, and 
SEMARNAT approved the decontamination efforts and the hazardous waste management 
completed by Colgate-Palmolive. 
 
In August 2016, Jacobs Engineering Group completed its final review of the ready-to-build 
documents provided by Colgate-Palmolive and SEMARNAT’s July 2016 approval of Colgate-
Palmolive’s remediation plan. Jacobs Engineer Group agreed with SEMARNAT’s conclusions.1 
OBO completed the purchase of the property on September 8, 2016. 
 
According to the purchase agreement, Colgate-Palmolive indemnifies and holds the 
Department of State harmless for all environmental liabilities caused by Colgate-Palmolive’s 
remediation or use of property prior to settlement date and arising within the applicable 
statute of limitations under Mexican law. OBO stated that the statute of limitations was five 
years or longer if Colgate-Palmolive had knowledge of the environmental liability or was 
negligent in the cleanup of the site. 
 
OIG issued this Management Assistance Report to ensure that the findings of USACE were 
carefully considered and offered OBO an opportunity to address the report’s findings, 
conclusions, and recommendations. OIG adopts USACE’s recommendations (1) to consider 
taking soil samples during the construction of the new embassy compound to confirm the 
conditions within the site plan and that the soil samples can be applied to provide results that 
target areas where contamination is suspected or encountered during the excavation and/or 
grading work and (2) to review existing local ground penetrating radar data and/or generate 
new geophysical data across the site to determine whether remaining subsurface structures 
are present and evaluate whether additional soil sampling and/or analyses during 
construction of the embassy compound are needed to determine whether the site conditions 
are acceptable for future use of the property. According to USACE, these additional steps 
should be taken to mitigate environmental risks and confirm that site conditions are safe for 
occupancy by U.S. Government personnel.  
 
OBO responded on November 10, 2016 to the recommendations set forth by the USACE. 
Although these comments are reprinted in their entirety as Appendix B, OIG addresses certain 
specific points below.  
 
As to Recommendation 1, OBO “is confident that all known and identifiable sources of 
contamination were removed,” and it “does not believe that additional soil sampling is 
necessary.” As to Recommendation 2, “OBO does not agree with the recommendation to 
review . . . GPR data further and has determined that additional soil sampling would be 
unnecessary” and is “confident that subsurface structures have been removed.” In rejecting 

                                                 
1 Throughout the remediation process, Jacobs Engineering Group voiced concern to OIG regarding Colgate-
Palmolive’s lack of transparency and identified several specific instances. However, Jacobs Engineer Group stated that 
these concerns were resolved during its final ready-to-build review.  
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both recommendations, OBO relies on SEMARNAT’s assessment, Jacobs Engineering Group’s 
report, and the fact that the Department’s Office of Safety, Health, and Environmental 
Management “considers this a low-risk site.” OBO also refers to the indemnification provision 
in the purchase agreement.  
 
It is OIG’s position that the recommendations offered in the USACE report, which took into 
account SEMARNAT’s assessment as well as Jacobs Engineering Group’s report and other 
materials have merit and warrant additional consideration. The USACE report provides 
detailed analysis as to why additional sampling and review of data would be prudent. 
Moreover, although OIG expresses no opinion on the applicability or operation of the 
indemnification provision, which states that it is subject to Mexican statute of limitations, OIG 
believes it is also prudent to minimize the need to raise an indemnification claim, whether 
through litigation or otherwise, in the first place.   
 
Separately, OBO’s response states that it provided OIG with documents in a timely manner. 
OIG’s summary report does not characterize OBO’s provision of documents but simply notes 
that OIG received a large volume of untranslated materials—25 binders—in August 2016, after 
USACE had prepared an initial report and less than five weeks before the date that OBO 
closed on the property. As a result, USACE could not complete its report before the 
September 8 closing. And although OBO explains that Jacobs Engineering Group had a 
bilingual consultant to review the Spanish-language materials, OIG specifically requested 
translated documents to facilitate a timely review of the newly produced documents. OBO did 
not provide translations, despite the fact that it agreed to do so, which, as noted above, 
hampered OIG’s ability to review the complete set of materials before OBO closed on the 
property.   
 
In the end, precisely because of the importance of this compound and the resources that have 
already been expended, the Department should comply with the recommendations set forth 
in the USACE report. 
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APPENDIX A: U.S. ARMY CORPS OF ENGINEERS ENVIRONMENTAL 
DOCUMENTATION REVIEW 
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APPENDIX B: OVERSEAS BUILDINGS OPERATIONS RESPONSE 
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