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MEMORANDUM AUDIT REPORT For .. THE USAID/VN DIRECTOR 

w D . O~..a.Z~1.. 
FROM William D. Austin, Area Auditor General/Ell. 

SUBJECT: Examination of Contract No. AID 730-3632 
with Danie4 Mnnn, Johnson & Mendenhall. 

PART I PURPOSE AND SCOPE 

He have made an initial review of the fixed~rate and cost reim-

bursable Contract No. AID 730-3632 between USAID/VN nnd Daniel, Mnnn, 

Johnson & Mendenhall (DMJ'M) of Los Angeles, California. Our audit 

wn.s conducted in conjunction with four other USAID/DMJM contracts. 

The rcvie~ was made at the Contraclor's Snigon office and covered the 

period from ir:~eption on November 15, 1973 through Mnrch 31, i9·,4. 

There have been no costs claimed to dnte under the contrnct. 

Accordingly, our review was 1 imited to evnluot ions of USAID/VN 's 

mnn.:'.3er.10nt of the contr.:ict nnd contrnctor nccomplishmcnts. The 

review included discussions uith contractor and USAID/VN officials 

in ndcition t~ tests of npproprint2 nocuments. 
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PART II BACKGROUND 

Contract No. AID 730-3632 is funded under Project No. 730-11-610-

322, Vocational Education, which had, in part, provided funds of about 

$3 million for the construction of 4 Technic~l Junior High Schools at 

Can Tho, Long Xuyen, Vinh Long and Phuoc Le. Upon completion of con­

struction it was found thnt the electrical systems had not been fully 

installed in accordance with n USAID/VN design change which cnlled 

for a 380/220V instead of 208/120V capability. This was discussed in 

our Audit Report No. 9M730n73-27, dated October 30, 1972. Briefly, 

Recommendation No. 11 of that report suggested that USAID/VN obligate 

the funds to convert the electrical systems in the 4 schcols and 

correct nny other electrical construction deficiencies. The cost for 

correction w::is estimctcd nt $50,000. 

In nugust 1973, USAID/VN finalized PIO/T No. 730-322-3-(31) 30461 

providing for $45, 000 to fund a. contract for engineering services am~ 

purchnsc of naterial, nnd VN$11,700,000 to fund (1) pinster costs of 

the engineering contrnct, <".ln:1 (2) n contrnct or subcontrnct for con­

struction services. On Novcnber 15, 1973, the contrnct wns awnrded 

to Dnnfol, Mann, Johnson & Mendenhall (OM.JM) to provide c!esign and 

engineering serviceB, rind r:i.nterfal purchases. The cstir.1nted cost of 

the contract was established nt US$42,650 and VN$1,934,000. USAID/VN 

deobligated the $2,350 reDaining in the doll~r portion of the PIO/T. 

The construction contract has not yet been awarded. 
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The specific objectives of the ccntract in regard to the 4 schools 

ara (1) the redesign of the electrical systems, (2) the preparation of 

a. bil 1 of oaterials and subsequent procurerJent, (:) prepc.rat:--~on of 

work scope to complete the conversion, (4) evaluation of bids for the 

construction contract, (S) on-site inspection an0 ncccptnnce of the 

project, and (6) oo:iificntion of contract drawings into as-built 

dro:wings. 

USAID/VN responsibility for contract managencnt is assigned to 

the Construction Branch of the Engineering and Technical Assistance 

Division, located oq~nnizntionnlly unJer the Associate Director for 

Connercial and C~pitnl Assistance (ADCCA). 
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PART III 

STATEMENT OF FINDINGS 

At the time of our review redesign of the electrical systems had 

almost been completed. The drawing technique employed in developing 

the redesign package consists of the existing electrical system drawn 

in vague relief, with the redesigned system superimposed in bold line. 

In addition to these drawings which will provide the constru~tion 

contractor with multiple points of refer2nce, the DMnf engineer is 

preparing construction specifications for the work involved. These 

specifications will give details on what nnd how the equipmen:: and 

material is to be installc1. Thus the drawings and specifications 

will provide the construction contractor with guiccs which should 

leave nothing to guesm-10rk or innov:::.tion that could lend to ndditbnnl 

mistakes or technic~l error. 

The dollnr portion ($42,650) of the estimated contrnct price 

consists primarily of n $30,000 provision for the nnteriols required 

on the project. In December 1973 a bill of Materials was conpleted 

by the contractor. The significant and more costly itcLls to be re­

placed were inspected by !:he DMJM electrical engineer. Therefore, 

the bill of materfa.:..s should reflect fairly nccur.:itc requireaents. 

Price quotations for project nnterials were solicited frou three 

U.S. suppliers. Twc were non-responsive, and negotiations were 

entered into with the third, Connell Brothers Conpany. These dis­

cussions resulted in price quotations {delivered in Saigon) thnt were 
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approximately 50 percent less than published prices. Total estirn1ted 

oatcrinl cost has thus been revised to $18,000; therefore, this trans­

action should constitute a saving of about $12,000 under the contract. 

A purchase order for the electrical material was accordingly placed 

with the supplier on Ja.nunry 19, 1974. 

The contract designates Mny 15, 1974 as the contract conpletion 

<.fate. Due to underestinnteG of procurcr:ient lead-tine, however, project 

conpletion is now not cxpcctGd before Septenber 1974. This presunes 

the supplier will neet its cstinatec delivery of the cnterial during 

April 1974 and that conotruction activity can begin iL~,ediately there­

after. In view of the four nonth estioated delay there is an i.r:1portnnt 

fnctor to consider. The contract provides for 75 nan-days of actual 

work on the project by the ~11.JM electrical ensincer. Currently, the 

electricnl ensineer chnrccs only a snn.11 portion of his tir.ie to the 

contrnct. Most of his activity involves another pr:ijcct to which his 

tine charees nre presently apportioned. This other project is due tc 

be phnsed-out in nid-1974. Consequently, there r:iny be no other alter­

native than to nssi3n the cneineer full-tirn~ to this contract. Couplc'1 

uith this, if slippncc in delivery dotes and construction is experi­

enced, the contract0 .... woulc~ far exceed the 75 r.m.n-Jny allotoent of the 

contract and without doubt request an upwnr<l price adjustnent. 

Durine our review we were inforned that the 75 r:u:m-clay nllotnent 

in the contract is r::iore than sufficient to cover the direct technical 

supervision requirenents on the project. Therefore, given the above 
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circumstances, we sugge3t that USAID/VN ensure that the 75 day limita­

tion is not exceeded. 

In commenting on our draft report USAID/VN stated that they will 

monitor the project and will stay within the 75 day limitation. 
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USA ID /VN (DANIEL • MANN. JOHNSON & 'MENDENHALL) 

Distribution of Report 

USAID/VN 

Director 

AID/W 

Auditor General, Office of Audit (AG/AUD) 

Auditor General, Office of Operations Appraisal Stnff 
(AG/OAS) 

Bureau for Supporting Asnistance: 

Off ice of Mn.nngcmont (SA/MGT) 

Office of Vietnam Affairs (SA/VN) 

Bureau for Program and Mnnnge8ent Services: 

Off ice of Contract Management (SER/CM) 

OTHER 

Inspector General of Forei3n Assistance (IGA/W) 

General Accounting Of ficc (GAO/Bangkok) 

Inspections and Iuvcsti3ntions Stnff (IIS/Snie;an) 

- 7 -

EXHIBIT A 

12 

5 

1 

2 

1 

2 

1 

1 

1 


