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RURAL ACCESS ROADS I
(AID LOAN 511-T-056)
AND
RURAL ACCESS ROADS II
(AID LOAN 511-T-061 AND GRANT 511-0466)
USAID/BOLIVIA

I. EXECUTIVE -SUMMARY

A, Introduction

In 1974, only 5 percent of 24,500 kilometers of rural access roads in
Bolivia were passable without difficulty during the rainy season. The lack of
passable access roads has inhibited the marketing of agricultural production and
the distribution of farm inputs. This, in turn, has 1imited the development of the
Bolivian agricultural sector.

To assist the National Roads Service (SNC) to upgrade 2,200 kilometers
of local roads to all-weather standards and to expand its capacity to carry out
a rural roads improvement program, USAID/Bolivia (USAID) started two projects in
the late 1970's that were estimated to cost $38,670,0C0 (see Appendix A).

The first project (Rural Access Roads I) is financed under AID
loan 511-T-056 datad September 20, 1976 and road construction is well underway.
The second piroject (Rural Access Roads II) is “inanced under AID Toan 511-T-061
and grant 511-0466, dated August 30, 1978. It has not entered the road
construction prase yet.

B.  Scope

This is an initial audit of USAID/Bolivia projects for the Rural Access
Roads I and II. rnis examination covers the period from September 20, 1976 to
December 31, 1979.

The priacipal objectives of our examination were to determine (1) project
accomplistments (2) the effectiveness of project management by USAID/Bolivia and
SNC (3) the adequacy of support provided to the projects by the National Community
Development Service (NCDS), the Ministry of Campesino Affairs and Agriculture (MACA),
and the participating communities and (4) compliance with program requirements.

C. Conclusions

In general, we believe the Rural Access Roads I and Il projects have been
well-designed. W4e did, however, find numerous areas where the USAID and SNC could
jmprove the manzgement of the Rural Roads I project in order to improve project
implementation. Our conclusions are presented in the following paragraphs:

1.  Project Accomplishments

The Rural Access Roads I project has been implemented much slower
than planned. As of December 31, 1979, only (1) 301.3 kilometers of roads had been
selected for improvements versus a target of 1,100 kilometers (2) the equivalent
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of 236.9 kilometers of roads had been constructed versus a target of 750 kilometers
and (3) one road was completed under an experimental program versus a target of 4
roads. ‘

Delays have occurred in the road selection process because SNC has
not prepared enough feasibility studies. The construction of roads is behind
schedule because of delays 1in equipment procurement, shortages in cement, equipment
downtime, lack of voluntary labor, and delays in the construction of small structures.
The experimental program has moved slowly because SNC has not given it a high
priority (see page ).

Delays in completion of the roads have prevented project resources
from being used as efficiently as planned. This has increased the per kilometer
cost of the roads by about 43 percent which, in turn, could reduce the cost-benefit
ratios for the project as well as for the roads being built under the project
(see page 4

2. SNC Management

Our review of SNC management disclosed numerous weaknesses that need
to be corrected. The review and approval procedures established for the selection
of road projects have not been followed. The project implementation plan is not
realistic. Hand tools have been purchased in excess of needs. Loan-financed
explosives have been used for non-project purposes. Project accounting and property
management records are not adequate. Cash advances have not been promptly
liquidated. Ineligible costs may have been financed under the loan. The inde-
pendent audit of SNC books and records did not comply with AID scope requirements.
SNC salaries are too low to attract and retain qualified employees. The GOB has
not contributed to the project all of the funds required by the loan agreement
(see page 8

3. Support of GOB Participating Institutions

Two GOB institutions (NCDS and MACA) have not supported the project
as required by agrecments signed with SNC because of insufficient GOB budgetary
support and cooperation. As a result, project implementation has been delayed
because of the lack of voluntary labor needed to build roads and the lack of timely
data needed to prepare feasibility studies and select proposed road projects
(see page 17 )

4, Technical Assistance

In general, the technical assistance provided to SNC could have
been better. There were a few deficiencies in the quality of services provided
but, more importantly, the quantity of services provided was considerably less
than planned. We believe that some of the project problems could have been avoided
and corrected in a more timely manner if the technical assistance had been provided
to SNC as planned (see page 19 ).

5. USAID Management

We believe that USAID will have to monitor this project more closely
than has been done in the past in order to identify and/or correct problems on a
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more timely basis. This would include ensuring that the project review and approval
procedures are being followed (see page 9 ); that NCDS is providing effective
promotion to the project (see page 17 ); that the project selection process 1s
preceeding as a planned (see page 6 ); that field trip reports document signifi-
cant problems of a continuing nature (see page 20 ) and that requests for
corrective action, such as the preparation of a revised implementation plan, are
promptly complied with (see page 10

The USAID has been very responsive to this audit. While the audit
was in process, we presented our draft findings to the USAID and they acted
promptly to start correcting the problems. On March 27, 1980, the USAID wrote the
Minister of Transportation advising him of the deficiencies disclosed during our
review and pointed out that the USAID was considering the suspension of activities
under the Rural Roads II project. To follow-up on the problems cited in the letter,
top USAID officials met with the Minister of Transportation and representatives from
SNC and NCDS on April 2, 1980. The USAID asked GOB officials to take the necessary
corrective action within 60 days so AID could make a determination whether to
rontinue the program,

D. Recommendations

As a result of this audit, we made 13 recommendations to improve the
implementation of the Rural Access Roads I project. These recommendations were
made to improve the use of project resources, reduce the cost of project implemen-
tation, improve records, obtain compliance with program requirements and improve
project implementation planning.

Prior to the publication of this report, the USAID implemented one
recommendation included in our draft report and started action to implement other

recommendations.
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II. BACKGROUND

A.  Scope of Audit

We have made an initial audit of USAID/Bolivia Rural Access Roads I and
II projects. Our exanmination covers the period from September 20, 1976 to
December 31, 1979,

The principal objectives of our examination were to determine:
(1) project accomplishments, (2) the effectiveness of project management by
USAID/Bolivia (USAID) and the National Roads Service (SNC), (3) the adequacy of
support provided to the projects by the National Community Development Service
(NCDS), the Ministry of Campesino Affairs and Agriculture (MACA), and the partici-
pating communities, and (4? compliance with program requirements.

Our examination was made in accordance with generally accepted auditing
standards and included (1) discussions with officials of the USAID, SNC, MCDS,
MACA and the participating communities (2) the review of records of the USAID and
SNC (3) field trips to the project areas in the Departments of Cochabamba, Santa
Cruz and Chuquisaca and (4) such other auditing procedures as we considered
necessary.

B. Description of Projects

In 1974, only 5 percent of 24,500 kilometers of rural access roads in
Bolivia were passable without difficulty during the rainy season. The lack of
passable access roads has inhibited the marketing of agricultural production and
the distribution of farm inputs. This, in turn, has limited the development of
the Bolivian agricuitural sector.

To assist the Government of Bolivia (GOB) to upgrade local roads to «11-
weather standards and to expand its capacity to carry out a rural roads improvement
program, the USAID started two projects in the late 1970's.

The first project (Rural Access Roads I) is financed under AID loan
511-T-056 dated September 20, 1976 for $8,500,000. The original estimated completion
date was December 6, 1980.

The second project (Rural Access Roads II) is financed under AID loan
511-T-061 and grant 511-0466 dated August 30, 1978. The loan is for $13,000,000
and the grant for $300,000. The original estimated completion date was August 30,
1983.

The implementing agency for both projects is the National Roads Service
(SNC) of the Ministry of Transportation, Communications and Civil Aviation.

The goal of the projects is to increase the per capita income and improve
the standard of living of Bolivia's rural poor.



The purpose of the projects is to (1) improve access to the small farm
sector by upgrading 2,200 kilometers of local roads to all-weather standards
(1,200 kilometers under Rural Roads I and 1,000 kilometers under Rural Roads II)
and (2) expand and improve the capacity of SNC and participating institutions to
carry out a rural roads program. At the completion of the projects, it is expected
that 52,000 small farm families will be benefited by improved access to input and
product markets (15,000 farmers under Rural Roads I and 37,000 under Rural Roads II).

Project activities are to be fbcused in the Departments of La Paz,
Cochabamba, Chuquisaca and Santa Cruz under the Rural Roads I project and in
Chuquisaca, Potosi and Tarija under the Rural Roads II project.

Road construction under both projects is to be done by SNC personnel using
loan-financed equipment, voluntary labor provided by local communities and
contractors to build small structures.

Under the Rural Roads I project, NCDS and MACA are responsible for gather-
ing data needed by SNC to evaluate the feasibility of the road projects. NCDS is
also responsible for promoting the projects and organizing community labor.
Representatives from SNC, NCDS and MACA are to form a committee at the National
level to select road projects in accordance with established criteria.

Under the Rural Roads II project, the Departmental Development
Corporations (DDC's) are responsible (with assistance from SNC) to evaluate the
feasibility of the road projects. The DDC's are also responsible for promoting the
projects and organizing community Tabor. Representatives from the DDC's and SNC
are to form the road selection committee at the Departmental level.

The communities are to form road committees under both projects. The
committees are to sign agreements with SNC to provide voluntary labor for the
construction and minor maintenance of the roads. Major maintenance is to be
performed by SNC. The community road committees are to appoint a monitor who is
to manage the responsibilities of the committees.

The estimated cost of both projects is $38,670,000 including GOB and
community contributions ($15,570,000 under Rural Roads I and $23,100,000 under
Rural Roads II). Loan and grant funds are to be used for construction and other
equipment, hand tools, construction materials, technical assistance and contract
costs for the construction of small structures such as culverts, fords, small
bridges and concrete slabs (see Appendix A). In addition, loan funds are to be
used for the purchase of maintenance equipment for SNC workshops under the Rural
Roads II project. SNC is to establish and fund a new Rural Roads Department (RRD)
which 1s to be responsible for the implementation of the projects. Construction
work is to be planned and carried out by SNC personnel using loan-funded
construction equipment and voluntary labor provided by the communities. The DDC's
are to fund one-half of SNC's expenses for construction and engineering personnel
and equipment operation under the Rural Roads II project.

Technical assistance is to be provided to SNC under both projects. Under
the Rural Roads I project, $200,000 of loan funds was budgeted for two technical
advisors for 3 years each. One of the technicians was to assist the Director of
the RRD in overall program planning and 1mplementation and the other was to provide



advice in equipment operation and maintenance. Under the Rural Roads II project,
$300,000 in grant funds are to be used to finance about 48 work-months of technical
assistance in engineering, training and road selection criteria.

As of December 31, 1979, the obligation and disbursement status of AID
funding was as follows:

Obligations Disbursements
1) Rural Access Roads I
AID Loan 511-T-056 $ 8,500,000 $5,992,570
2) Rural Access Roads II
AID Loan 511-T-061 13,000,000 -
AID Grant 511-0466 300,000 8,358
Total $21,800,000 $6,000,928

C. USAID Management

The project is managed by one U.S. and one Bolivian engineer assigned to
the USAID's Office cf Engineering.

D. Other Comments

The rate of exchange used in this report is 20.38 Bolivian Pesos to
$1.00 unless otherwise noted.



ITI. AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

A. Rural Access Roads I Project

1. Project Accomplishments

The project has been implemented much slower than planned. As of
December 31, 1979 only (1) the equivalent of 236.9 kilometers of roads had been
constructed versus a target of 750 (2) 301.3 kilometers of road projects had been
selected for improvement versus a target of 1,100 kilometers and (3) one road was
completed under the experimental program versus a target of 4 roads. SNC has
established a Rural Roads Department (RRD) as required under the loan but the
management capability of the RRD has not been fully tested because the project has
been operating at very low rates of efficiency.

a., Construction of Roads

The construction of roads has moved much slower than planned.
As of December 31, 1979, work had been started on 20 roads totaling 337.6
kilometers; 2 of these roads for 24.5 kilometers have been completed and 18 roads
for 313.1 kilometers are in process. Of the 20 roads started, only the equivalent
of 236.9 kilometers had been completed as of December 31, 1979 versus a target of
750 kilometers given in the project implementation plan prepared by SNC (see
Appendix B).

Delays in the completion of the roads increases the cost of
the roads because project resources cannot be used as efficiently as planned and
because of inflation. This, in turn, could reduce the cost-benefit ratios for the
project as well as for the proposed road projects. We have estimated that the cost
per kilometer has increased by about 43 percent from $9,853 for the 1,200 kilometers
planned under the project to $14,062 for the 236.9 kilometers of road built as of
December 31, 1979 (see Appendix C). The cost per kilometer has increased mainly
because the fixad costs for equipment depreciation and SNC operations have been
spread over fewer kilometers than planned.

The project was initially delayed because it took 6 months longer
than planned to procure project equipment. As a result, the construction of roads
did not start until September 1978 versus a planned date of March 1978.

The project has been further delayed since September 1978
because the construction of roads has moved at about one-half the planned rate.
We estimate that it will take an average of about 12 months to complete the 20
projects that have been started versus a planned time of about 5.9 months (see
Appendix B).

If we assume no improvement in the rate of construction
progress achieved in CY 1979 (when the equivalent of 214.7 kilometers of roads
were built), then it will take 5.8 years 1/ to build the 1,200 kilometers planned
for the project versus 2.8 years estimated in the project implementation plan.

1 As of December 31, 1979, the roads have been under construction for 16 months
- or 1.3 years. We estimate it will take additional 4.5 years to complete the
remaining 963.1 kilometers assuming a rate of progress of 214.7 kilometers per

ear.
y 4.



Thus, this would delay the completion of the project until June 1984 versus a
planned date of December 1980. We believe, however, that with anticipated improve-
ments to be made in project implementation as discussed below, the project can be
completed before June 1984,

In addition to the above, the principal problems of a continuing
nature which have delayed the construction of the 20 road projects are listed
below:

Percentage of Projects 1in

Problem which Problems Have Occurred
1 Shortages of Cement 55%
2 Equipment Downtime 45%
3) Lack of Voluntary Labor 50%
4) Delay in the Construction of Small Structures 95%

Shortages of Cement in the local market during the last six
months of 1979 delayed the construction of drainage facilities and other small
structures. This is no longer a problem because the supply of cement in Bolivia
has been adequate since January 1980. Also, the USAID has ordered plastic pipe
under the loan to serve as a substitute for cement pipe and also to provide other
sizes of pipe not available in the local market.

Equipment downtime has also delayed construction progress.
Equipment operations have suffered from a lack of spare parts and the rapid dete-
rioration of the tires of the front loaders. These problems are now in the process
of being resolved. Most of the spare parts purchased under the loan have now been
cleared out of customs after average delays in customs of 7 months and the parts
are being distributed to the field offices. Also loan funds are being used for
replacement tires ordered for the front loaders.

The lack of voluntary labor, which the communities were to
provide, has been a major constraint. The failure of NCDS to effectively promote
the project was the main cause of this problem which is analyzed on page 17 of
this report.

Delays in the construction of small structures such as drainage
facilities and bridges has been one of the most serious problems. This has
adversely affected the completion of all but one of the 20 roads. Eight roads have
been damaged because SNC was not able to get the drainage structures built before
the rainy season. The loan agreement allocated $290,000 to finance contracts to
build small structures. However, SNC has not used any of these funds because they
wanted to build the structures themselves by using their own masons and voluntary
labor in order to save money. But, SNC was not able to build the structures as
tfast as planned becaitse the communities did not provide enough labor to work with
SNC masons. At the urging of the USAID in October 1979, SNC submitted three
proposals to the USAID for approval on the procedures to be used to contract for
small structures. It appears that the third proposal, submitted in March 1980,
will be approved by the USAID, thus permitting the correction of this problem.

In sum, it appears that all of the significant problems
adversg]y affecting construction progress have been or were being resolved as of
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December 31, 1979, except fur the lack of voluntary labor. We have included a
recommendation to correct this problem on page of this report.

b. Approval of Road Projects

The National Road Selection Committee (Committee) has not
selected road projects as fast as planned because SNC has not prepared enough
feasibility studies and MACA and NCDS have not cooperated in providing input data
needed for the studies as required. The.failure to approve enough projects could
(1) require that equipment be moved greater distances between projects than would
otherwise be necessary 1if more projects were approved in an area and (2) delay
the starting of new projects because of the lack of approved projects. Also, it
has resulted in th: starting of one unapproved project because SNC did not have
any approved projects in the area on which to use its equipment (see page § ).

As of December 31, 1979, 18 projecis For 301.3 kilometers had
been approved by the Committee versus a target of 1,100 kiloweters estimated in the
project implementation plan. The lack of a sufficient number of completed
feasibility studies will prevent the approval of many more projects. As of
December 31, 1979, there were only 6 unstarted projects with completed feasibility
studies. Feasibility studies have not been prepared as required because the SNC
piroject economist, who was supposed to do the studies, has been assigned to the
SNC Accounting Deparitment since October 1979 and NCDS and HMACA have not cooperated
in providing data noceced for studies (see page 17 ).

To ensure that project progiess is not delayed for the lack of
a sufficient iumber of approved projects and equipment is used as efficiently as
possible, we believe that USAID should require SHC to develop a work plan and
ensure that adequate staff is provided to start preparing feasibility studies.

Recommendation No. 1

USAID/Bolivia should require SNC to develop a work
plen and ensure that adequate starf is providad to prepare
a sufficient number of feasibility studies for proposed road
pirojects.

c. Ixperimental Program

The experimental program has noved much slower than planned
because SNC has assigned it a Tow priority. ODelays in completing the program
prevent SNC fron cbiaining data that could help them iisprove the management of its
rural roads program.

Tha plan approved by the USAID for the program called for the
completion of 4 rcads by July 1978. As of December 31, 1979, SNC had started two
roads of which one has hbaen completed. The other two iovads have been selected
and design work has begun.

The loan agreement allocated $200,000 to finance the implemen-
tation of the program. The purpose of the program is to identify a broader range
of options for the more efficient use of human resources. The program is to



explore the us2 of labor intensive methods and the adaptability of farm machinery
and equipment in road construction and maintenance.

As the USAID has very 1ittle information on this program, we
believe they should review progress with SNC to determine whether it has been
carried out in accordance with the procedures established in the program plan and
require SNC to correct any problems identified.

During our exit conference on May 5, 1980, the USAID indicated
that a contract advisor has recently arrived who can work with SNC to improve the
experimental progrim.

Recommendation No. 2

USAID/Bolivia should (1) review the progress of the
experimental program with SNC to determine whether the
program has been carried out in accordance with the
proceduras established in the program plan and (2) require
SNC to correct any problems identified.

d. Planned Changes in Project

On August 27, 1979, the USAID and SNC agreed through
Implementation Letter No. 13 that SNC should start conversations with 4 DDC's to
involve them in the project. The USAID suggested that SNC sign agreements with
each of the participating DDC's which set forth the responsibilities of both SNC
and the DDC's along tha lines of the Rural Access Roads II project,

Under these circumstances, the participation of NCDS and MACA
in the project would no longer be needed to promote projects, organize community
labor, and provide input data for feasibility studies. Also, most of the burden
for preparing feasibility studies would be shifted from SNC to the DDC's. The
USAID and SNC haliave that this reassignment of responsibilities will improve project
implementation.

Although SNC and the Minister of Transportation have started
conversations wiih the DDC's, none of them had agreed to participate in the project
as of April 30, 1%20. The response of the DDC's hss been varied. Some have shown
a keen interest 1 the project while others lack funds to participate or do not like
the idea of joiwing an on~20ing project. In spite of these difficulties, the USAID
and SNC are moving ahead with their plan to iry to involve the DDC's in the project.

e. Rural Roads Department of SNC

SNC has established a separate Rural Roads Department (RRD) to
plan and impleiicnt a rural roads improvement program as required by the loan. The
RRD was staffed with 293 employees as. of December 31, 1979. It has a Central Office
in La-Paz and four Resident Offices in the Departments of La Paz, Santa Cruz,
Cochabamba and Chuquisaca.



The management capability of the RRD has not been fully tested
because the project has not been operating at the planned levels of efficiency. We
believe that if the existing problems delaying project implementation are corrected,
management weaknesses in the RRD organization will surface as they try to use their
resources move efficiently.

2. SNC Management

Our review of SNC management disclosed numerous weaknesses that need
to be corrected. The review and approval procedures established for the selection
of road projects have not been followed. The project implementation plan is not
realistic. Hand tools have been purchased in excess of needs. Loan-financed
explosives have been used for non-proj-ct purposes. Project accounting and property
management records are not adequate. Cash advances have not been promptly
liquidated. Ineligible costs may f ve been financed under the loan. The inde-
pendent audit of SNC books and records did not comply with AID requirements. SNC
salaries are too low to attract and retain qualified employees. The GOB has not
contributed to the project all of the funds required by the loan agreement. Our
review of these problems follows:

a. Road Selection Procedures

The project participants have not followed the review and
approval procedures established for the selection of road projects because of weak
management. These deficiencies could result in the improvement of roads that do
not meet the technical, economic and other criteria established for the projects
or delay the completion of roads because of the lack of voluntary labor.

According to Annex I of the Loan Agreement, a National Road
Selection Committee (Committee) was to be created to select the roads to be built
under the project. The Cormittee was to consist of one voting member each from
SNC, NCDS and MACA. The Comnittee was to be under the general direction of SNC
but both NCDS and MACA were to provide information to assist in road selection.
Each road project selected was to have the unanimous approval of the three voting
committee members. .

According to the review and approval procedures approvec by the
USAID under condition precedent 3.02(f) of the loan, the selection of road
projects consisted of the following four ascending levels of analysis.

1) NCDS was to perform a preselection review of proposed projects.
In order to pass the preselection review for a proposed project, it must connect
to an all-weather road, not exceed 20 kilometers in length, serve an average farm
density of at least four farms per kilometzi, and serve a zone of influence which
has significant agricultural potential.

2)  SNC was to determine the technical feasibility of the road
projects considering such matters as road alignment, types of soils, estimated
quantities of earth to be excavated and the construction period.

3) SNC was also to determine the economic feésib111ty of the
projects. The estimated benefits and costs of the project were to be determined.



In order for a project to be considered it was to have an internal rate of return
equal to or greater than the opportunity cost of capital which was estimated to
be 15 percent.

4) NCDS was to organize Road Committees at the community level
and obtain signed agreements from the communities that they would provide voluntary
labor for the construction and maintenance of the roads.

As discussed below, ‘our review of these procedures disclosed
that the Committee has not functioned with all of its required voting members.
Also, out of 20 road projects started, (1) the Committee had not approved 9
projects, (2) SNC had not done studies to determine the technical and economic
feasibility of 3 projects and (3) the communities had not signed agreements with
SNC to provide voluntary labor for the construction and maintenance of 18 projects.
Our analysis of these problems follows:

i) Attendance at Meetings of the National Road Selection Committee

The Committee has not functioned with its three voting
members as required. The Committee as met four times to approve road projects.
However, the representative from MACA has only attended one of these meetings
because he did not comply with the written notifications received from SNC to
attend the scheduled meetings. We believe MACA should attend these meetings to
help ensure that the best projects are selected and because the approval of all
three voting members is required for project selection (see page 17 )

ii) Approval of Projects

Our review of the minutes of the meetings of the Committee
disclosed that of the 20 roads started prior to December 31, 1979, the Committee
had not approved the following 9 projects:

Name of Road Department
1) San Pedro-Mejillones La Paz
2) Mejillones-Uyunense La Paz
3) Uyunense-Bronceni La Paz
4) Rodeo-Casa Grande Chuquisaca
5) Casa Grande-Redencion Chuguisaca
6) Tarabuco-Colchapampa Chuquisaca
7; Quepupama-Rodeo Chuquisaca
8) Punata-Pacpani Cochabamba
9) Antofagasta-Est. Bucn Retiro Santa Cruz

According to the Director of the Rural Roads Department:

1) The seven roads in the Departments of La Paz and
Chuquisaca had been approved by the Committee but he could not find copies of the
minutes of the Committee approving the roads.

_ 2) The Punata-Pacpani road was started without the approval
of .the Committee because SNC wanted to use project equipment that could not be used
on another road in the area because of rains.
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3) He was not aware that work had begun on the Antofagasta-
Est. Buen Retiro Road.

We believe it is important that SNC not start work on any roads
until the Commititee has documeinted its approval of the projects to ensure that they
meet the technical, economie, and other criteria established for the projects. For
example, we found tiat SNC had not performed studies to determine the economic
viability of thron projects which had becn started without the approval of the
Committee (Tarabuco-Colchapani, Punata-Pacpani and Antofagasta-Est. Buen Retiro).

T11) Agreeients with Connunities

Of the 20 projects stariaed, NCDS has not obtained signed
agreements with 10 commnitias 1/ to provide voluntayy lakoy for road construction
and maintenance as requived by tha sclection precadurss approved by the USAID under
condition proced b 3.02(r). Vi believe that tha lack af wgroements with communi-
ties has contiibitsd to their failuve to provide sanus Tebor to the projecrs which
has sigaificanty datayed contievotion progious. st cdvized us that the Committee
has overlooked Lhis veguivencns in epproving voad prod cls. At the same time, we
believe that the USAID has not adsauately monitored compliance with this requirement
because they lave tind & reprosoatative present at all weatings of the Committee and
he did not ohjuct i tha approval of projects Tor Uhis ieason,

)

r
(S
N

signad agreems. i Cotainzd Yoo e comatiies aad thot SNC should obtain
maintenance ag:eoronts Tov U 18 peojects staved wilioe! agreements to help ensure
that communitizs il poovide wminer voad mainteaanca avcer project completion.

S

Heo balieve that SNC should net start aay new projects until

Recomniendation No. 3

USAID/Bolivia shanled veorive it o (1) not start
nny new road projects until thicy noave boon epproved in
accordance with escahbTished proce oves (20 determine
ihiough estahlished procedures the accontaliility of the
nine projects that have staried wichout the documented
approval of the Commitiee and (%) siyn maintenance
agreamants with comemitios o Lhe 18 prajocts that were
sta-ied without agreenents.,

b.  Tmnlementation Flan

The implencatation plan prepsred Tor tne project by SNC on
February 17, 1977 +is no longar vrealistic becavise ol siippaga in project implemen-
tation. On October 17, 1978, the USATD requesto:d in lwplanentation Letter No. 11
that SNC prepars and submit to the USAID a veviscd implementation plan., As of
Decembar 31, 1573, SNC had not complied wiith this requos® 2nd the USAID had not
followed-up witl; S0 to obtain the revised plun,

To ensuire that actions requiived to carvy out the project are
taken in an effective and efficient manner and that the USAID has a realistic
basis against which to monitor project progress, we believe a new implementation
plan should be prepared.

1/ The commurities have not signed agreements for the 20 projects listed in
Appendix B except for Cr. Rt. 7-Tiraque and Senda I[II-Puerto Aurora.
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Recommendation No. 4

USAID/Bolivia should obtain from SNC a revised
fmplementation plan for the project.

c. Hand Toouls

Mova hand tools have been purchased for the project than needed
because less voluntary labor has been used in construction than planned. The
purchase of uaneedud tools radices the vate of return that can be earned on loan
funds invested in i{he project.

- I'n January 1980, we found that of the 15,000 shovels, picks and
wheel barrows received by SHC, only 3,800 units have bean delivered to its District
offices in Santa Ciuz, Cochihanba, Chuguisaca end La Paz. Also, of the 900 units
delivered to the Distvict oifice 1n Santa Cruz, only 14 units were being used at the
Jjob sites:

ke aleo feund that similar conditions existed in Santa Cruz
regarding the use of other typss of hand tools purchased under the loan.

Lo Msencsad the Tow rate of utilization of hand tools with
SNC and thay haidevad that mera tools were purchaced than are needed by the
project. They z'i.2 _sCiaated that the surplus tocls onurchased under project Rural
Roads I should be ~notgh 1o socisty about 60 percent of the tool requirements under
the Rural Roads [0 rynjoct (511-T-061).

fn Livitation for Bids has been issned under the Rural Roads Il
project to purcizcr anus tha same quantily of tools as was purchased under the
Rural Roads I p:oi-ct, Under these circumstances, we believe the USAID, in
consultation wich i, sheuld veduce the quantity of tools to be purchased under
Rural Roads 11 3o ihe cownined quantity of tools purchased under both projects are

degezdaiion Ho, S

Ueiib/toiivia,in consultation with SNC, should reduce
the guactity of tools to be jurchaesed under the Rural Roads II
project o tna combinad quantity of tools purchased under the
Rinel #nz2ds T and I projects are not in excess of needs.

.
d. Fantosiues

SEE wsed come loan-financed explosives for non-project purposes
because they did s havo any 2xplosives to catisfy the needs of their Sapecho
project. The :i iuicn of Tomn-financed commodities to non-project purposes reduces
the amount of rescurcss availnble for project activities, and is contrary to
Section 4,06 of i Loan Agvacaent.

Based on crders given by the Deputy Director of SNC, the
following loan-tizanced explosives valued at $16,117 were diverted for use in the
SNC Sapecho project in ebruavy 1979.
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Dynamite 200 boxes

Fuses 39,345 feet
Detonator 20,000 pieces
Amonium Nitrate 500 bags

On January 24, 1980, the Director of RRD wrote the Deputy
Director of SNC requesting the return of the explosives. On January 30, 1980,
the Deputy Director responded saying that they were ready to return all of the
explosives except 100 bags of amonium nitrate and 20,000 pieces of detonator.

Recouimendation No. 6

USAID/Bolivia should require SNC to return to the
project the explosives used for non-project purposes.

e. Project Records

SNC has not maintained project records as required by the Loan
Agreement and Implemantation Letters because of the lack of accounting personnel.
SNC needs accurate, relevant and timely information on the financial and operational
results of the project so they can improve its management.

i)  Accounting Records

SNC has not maintained separate books and records to
account for project transactions. The project transactions are recorded in the
same accounts with non-project transactions. Also, SNC has not established separate
subsidiary accounts for the AID and GOB contributions by project component.

We also found that while SNC has kept a separate account
for USAID advances they did not have complete documentation to support the use of
funds which has prevented the timely liquidation of the advances (see page 13 ).

We believe this is contrary to (1) Section 4.09 of the
Loan Agreemant wiich states "The Borrower shall...cause to be maintained, in
accordance with scund accounting principles and practices consistently applied,
books and records irelating both to the Project and to this Agreement." and
(2) Attachment J to Implementation Letter No. 1 which - ates "... the Borrower should
establish subsidiary accounting records and supporting files for each project
component."”

In addftion to the above, we believe SNC should open sepa-
rate cost accountis for each road project to help management plan and control the
cost of the projects.

i1) Proparty Menagement Records

Our visit to the project warehouse in La Paz disclosed that
SNC had not prepaid property control cards for spare parts and other commodities
received many months ago because they were still in the process of opening boxes of
spare parts. We also found that many of the spare parts had been damaged and were
not suitable for use.
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Recommendation No. 7

USAID/Bolivia should require SNC to maintain adequate
accounting and property management records for the project
as stipulated 1n Section 4.09 of the loan agreement.

f. Cash Advances

SNC has not promptly liquidated cash advances used because of
inadequate accounting records and controls. Also, the USAID has advanced funds to
SNC in excess of 1ts short-term (90 day) needs because the funds were not used as
fast as planned. These conditions have reduced the purchasing power of unused funds
because of inflation and could facilitate the usa of AID loan funds for non project
purposes.

From August 1978 through Decembar 1979, the USAID advanced
2106,513 to SNC of which they have sgent $72,976, leaving an unused balance of
33,537. Of the funds received by SNC, they have presented documentation acceptable
to the USAID to 1iquidate $9,404 of the advances, leaving an unliquidatied balance
of $97,109 as detailed below:

Date of Advance Purpose “Unliquidated Advances
8/31/78 Experimental Program $ 58,881.25
9/1/78 , Procurement of Cement Pipe 35,083.41
11/9/78 Fabrica de Tubos PAM __3,144.06

Total $ 97,108.72

On May 5, 1980, the USAID advised us during our Exit Conference
that SNC had presented documentation to liquidate the advance of $3,144.06 made on
November 9, 1978.

Deficiencies found in SNC accounting records and controls were:

1% ] SNC had deposited the funds advances by the USAID in the

same bank accoynt with funds recejved from other sources, This is coptrary to the
provis?ons of xttachment J to ?mp1ementat on Letter No. | whicg proh?g$ts {he

commingling of AID and other funds. Commingling of the funds facilitates the use
of AID funds for non-project purposes.

2)  In June 1979, we found that SNC had improperly used $57,409
of the funds advanced by AID to pay SNC salaries. In July 1979, SNC restored these

funds to the AID account. It appears that AID funds were used for non-project
purposes because of an accounting classification error.

3) SNC did not have records to support most of the expenses
paid with the funds advanced by the USAID,

Yle also found that the USAID had not taken timelz action to
follow-up with SNC to obtain an accounting for the advances. Even though most of

the funds were advanced in August and -September 1978 the USAID did not formally
follow-up with SNC until October 4, 1979, Since then the USAID has followed-up
in December 1979 and March 1980. On February 11, 1980, the USAID advanced SNC

$60,060 for the improvement of workcamps and the purchase of drainage material
although the earlier advances had not been liquidated. This advance was made
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because SNC promised to promptly account for the old advances and because they
badly needed funds to improve workcamps and purchase drainage materials. In making
this advance, the USAID said it would not make anymore advances until the old
advances were liquidated.

Recommendation No. 8

IJSAID/Bolivia should (1) obtain documentation from
SNC to liquidate the outstanding advances as soon as possible
(2) not make any new advances to SNC until the old advances
are fully accounted for (3) require SNC to deposit AID funds
in a separate bank account and (4) establish procedures to
determine that any new advances are not in excess of short-term
(90 day) needs.

g. Ineligible Costs

U.S. banks may have improperly paid $6,996 of Bolivian consular
fees under two letters of commitment issued to finance the procurement of commodi-
ties under AID loan 511-T-056 as shown below:

Letter of

Commi tment No. Supplier Amount
511-T-5604 Iowa Manufacturing Co. $ 1,554.50
511-T-5603 John Deere Intercontinental Ltd. 4,203.00
511-T-5603 John Deere Intercontinental Ltd. 735.00
511-T-5604 Le Torneau-Westinghouse Trade 503.50

$ 6,996.00

The above fees were shown in the commercial invoices which were
supported by tax stamps issued by the Bolivian Consulate in the U.S. This indicates
that the fees may have been paid by the U.S. banks. However, the payment documen-
tation should be reviewed in the U.S. to determine conclusively whether the fees

were paid.

Consular fees are not eligible for loan financing according to
Section 4.05 of the AID Loan Agreement which states:

"To the extent that ... commodity procurement transactions
financed hereunder, are not exempt from identifiable
taxes, tariffs, duties, and other levels imposed under the
laws in effect in Bolivia, Borrower shall pay or reimburse
the same under Section 4.02 of this Agreement with funds
other than those provided under the Loan."

To verify compliance with Section 4.05 of the loan, the USAID

should ask AID/W to determine whether the above fees have been paid by the U.S.,
banks and, if so, issue a bill of collection to recover the ineligible costs.
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The U.S. banks may have paid the above consular fees 2ven though
the costs were not eligible for reimbursement under the letters of commitment.
Under this procedure, the USAID has no effective means to determine the propriety
of payments because the USAID does not review the invoices paid by the banks. The
USAID has recently startad 1ssuing direct letters of commitment to suppliers which
will permit the USAID to better identify ineligible costs. Under the direct
procedure, the USAID reviews and certifies invoices which AID pays directly to the
suppliers. This procedure also speeds-up payments to the suppliers, avoids the need
to issue letters of credit and saves commissions charged to AID by U.S. banks under
the bank letter of commitment procedure. Because of the advantages of the direct
letter of commitment procedure, we suggest the USAID expand its use to the extent
that they have available staff time.

Recominendation No. 9

USAID/Bolivia should ask AID/W to determine whether
the consular fees were paid under AID loan 511-T-056, and
if so, issue a bill of collection to recover tha ineligible
costs.

h. Independent Audit

The audit of SNC's books and recovrds performed by the Controller
General of Bolivia fTor CY's 1977 and 1978 did not entirely comply with the scope
requirements of Aftachment C to Implementation Letter No. 1.

The audit report did not include comments on the following
matters as requived by Attachment C:

1) An evaluation of tne management and internal controls
afforded by the Boirower's accounting, financial and operating procedures and
practices.

2) The borrower's compliance or noncompliance with covenants
and warranties contained in tho Loan Agreement.

3) The provisions of major contracts and agreements.

We believe that the scope of future audits should be expanded
to include a review of the above matters since it will help the USAID to identify
and correct problams more promptly.

During our Exit Conference on May 5, 1980, the USAID/Director
said he recently talked to the Controller General of Bolivia about this problem as
well as the need to do audits on a more timely basis. We suggest, however, that
the USAID advise the Controller General in writing of the scope deficiencies
disclosed by our reviaw.

The USAID has established a reports control system which is
managed by the USAID Controller. It is mainly used to determine whether the reports
are submitted on a timely basis.
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The USAID Controller 1s not able to comprehensively determine
whether the monitoring reports received by the USAID comply with established
content requirements because of staffing limitations. We suggest, therefore,
that the principal burden for determining this be placed on project managers and
Ehat staff findings be reported to USAID management in the Monthly Project Status

eports.

Recommendation No. 10

USAID/Bolivia should (1) ask SNC to follow-up with
the Controller General of Bolivia to obtain compliance
with AID audit requirements and (2) require its staff to
evaluate whether monitoring reports received comply with
the content requirements established by the USAID and report
their findings to USAID management in the Monthly Project
Status Reports.

f. SNC Salaries

SNC has had difficulty in hiring and retaining the services of
qualified professionals and skilled labor because SNC salary scales are too low.
The lack of qualified professionals and skilled personnel adversely affects project
progress.

One of the most serious problems SNC has had is hiring a
sufficient number of qualified surveyors to assist in the design of the roads. As
the salaries offered by SNC were too low, the USAID resolved the problem by allowing
SNC to use loan funds to contract six surveyors.

We also found during our field trip to Santa Cruz in January
1980, that many of the project employees believed the SNC Resident Engineer was not
adequately qualifisd to direct and supervise the work being done in the area.

Recommendation No. i1

USAID/Bolivia should encourage SNC to increase its
salary scales for professionals and skilled labor to
levels that will enable them to employ and retain
qualified personnel.

j. GOB Contribution

The GOB has not complied with its financial commitments as
required under Annex I of the loan because of iis weak financial position. As shown
below, the GOR has contributed only $1,425,000 to the project through December 1979,
which is only 54 percent of the amount required under the loan agreement.
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Status of GOB Contribution ($000)
Amount Required Amount Budgeted  Amount GOB Amount SNC Contributed 1/

Year by Loan for Project Released to SNC to the Project
1977 261 256 74 34
1978 1,181 735 266 408
1979 1,183 981 814 983
2,625 1,973 . 1,154 1,425
1980 1,285 1,801 3/ 2/ 2/

We do not believe the shortage in the GOB contribution has
significantly affected project progress because less funds were needed than planned
due to delays in project implementation. The project was delayed mainly for reasons
other than SNC funding. The lack of funds, however, has contributed to delays 1in
clearing commodities from customs, hiring personnel and obtaining spare parts.

We believe the USAID has adequately monitored the contribution
of funds by the GOB and, therefore, make no recommendation.

3. Support of GOB Participating Institutions

Two GOB institutions (NCDS and MACA) have not supported the project
as required by agreements signed with SNC because of the lack of sutfi.ient GOB
budgetary support and cooperation. As a result, project implementation has been
delayed because of the lack of voluntary labor needed to build roads and the lack
of timely data needed to prepare feasibility studies and select proposed road

projects.
a. NCDS

NCDS has not supported the project as required by the NCDS/SNC
agreement signed on February 10, 1977 because of a lack of funds to employ and
support the needed staff. The Tack of NCDS support has contributed to the lack of
voluntary labor provided by communities which has significantly delayed the
construction progress of many projects.

Accoirding to the NCDS/SNC agreement, NCDS was to:

i) Assign a voting representative to the National Road Selection
Committee.

if) Employ eight full-time promoters to:
(a) Assist in subproject site identification and selection.

(b) Organize the community road committee, which was to be the
formal body representing the community during project construction.

1/ Includes SNC contribution for fuel, training and central office support not
fully funded from the project budget.

%/ Data is not available yet.
3/ Converted to dollars at rate of exchange of 24,975 pesos to US$1.00.
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ic) Give Eromo%ionaT ass1sfance to the recipient communit{ to
en:g:e ;nat the required voluntary labor force 1s provided during the construction
p ;

(d) Maintain the community road committee so that it 1s capable
of mobi1izing the work groups needed to undertake minor road maintenance.

Our review of NCDS compliance with this a?reement disclosed they
had not fully complied with tke provision to provide eight full-time promoters.
Partly as a_result of this, the communities have not provided sufficient labor which
Bas agver§?1y15;gccted construction progress ir 10 of the 20 projects started as of
ecember 31, .

From March 1977 through December 1979, NCDS has only provided
77.8 work-months of full-time promoter services which is far short of the 272 work-
months we calculated were required by the SNC/NCDS agreement., On April 4, 1980,

NCDS advised us that they do not have any promoters working in the Departments of
Santa Cruz and Cochabamba, and_that they have not received any reports on the work
done by two of its regular employees who were assigned to the Department of
Chuquisaca as full-time promoters in October 1978. NCDS has not provided effective

romotion to the project because of the lack of fupds to pay adequate salaries to
ttract ang reta1ﬁ pgomoters an aTso %o prov?de %Hem w?tﬁ zdequg%e support for

transportation and travel.

Because of the crucial role played by NCDS gromoters in the
identification of projects and the mobilization of community labor, we believe it

is important that the USAID correct the problem. As sug?ested by the USAID, this
could include using loan funds to provide NCDS with sufficient resources to

contract promoters and provide them with adequate logistic support. We also believe
that NCDS should be required to report the progress made in improving the effective-

ness of its promotional services.
Recomnendation No. 12

USAID/Bolivia should (1) ensure that sufficient funds
are provided to effectively promote the project and
(2) require SNC to report on the progress made in achieving

this objective.
h. MACA
MACA has not squorted the project as required by an agreement
it signed with SNC on February 10, 1977 because of a lack of cooperation by MACA

staff., MACA participation in the project could help to improve the road project
selection process.

Accovdiny to the MACA/SNC agreement, MACA was to ap?oint a
representative to be a member of the National Road Selection Committee (Committee).
This representative was also ‘to supervise extension agents who were to work part-
time on the project in pre?arinﬁAagricultura1 reports needed for the selection of
proposed road piojects. Also, MACA was to provide the Economist of SNC with data

needed to determine the economic viability of the projects.

We found that MACA has provided almost no assistance to the
project. The MACA representative has only attended one of four meetings held by
the Committee to select projects even though he received advance written notifi-
cation of the meetings from SNC (see page 9 ). Also, MACA has not provided
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any agricultural reports to SNC to help in project evaluation and selection which
has shifted the burden of obtaining this data to SNC. The MACA representative told
us he was not familiar with the provisions of the MACA/SNC agreement.

We believe the USAID should notify MACA of these performance
def1c1e?c1§s and obtain a commitment from MACA that they will support the project
as required.

Recommendation No. 13

USAID/Bolivia should obtain a commitment from MACA that
they will support the project as required by its agreement
signed with SNC on February 10, 1977,

4, Technical Assistance

In general, the technical assistance provided to SNC could have been
jmproved. There were a few deficiencies in the quality of services provided but
more importantly the quantity of services provided was considerably less than planned
We believe that some of the problems of this project could have been avoided or
corrected in a more timely manner if the technical assistance had been provided to
SNC as planned.

As shown below, only 26.5 work-months of technical assistance were
provided to SNC versus 56 work-months planned under the project as of December 31,
1979.

Work-months of Technical

Type of Assistance as of 12/31/79 Source of

Advisor Pericd of Contract Planned Actual Financing

General 11/1/77 to 10/9/78 26 11.5 Loan 056

Equipment  10/1/78 to 12/31/80 _30 15.0 Loan 056
Total 56 26.5

We do not believe the reduction in the quantity of services to be
provided by the Equipmeint Advisor has had a significant adverse effect because
construction did not start until September 1978 and the advisor arrived in October
1978 and is still on board.

However, the quality and quantity of services provided by the General
Advisor has hurt the project. The General Advisor was contracted for a two-year
period beginning November 1, 1977 under AID loan 511-T-056. However, the contract
was terminated after almost one year because he could not get along with his
counterpart (Chief of the RRD) and his performance was not satisfactory. The
contractual duties of the General Advisor were to advise SNC for the:

a. Planning and implementation of all project activities.

b. Development and implementation of evaluation activities.
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¢. Coordination of activities between the central and regional offices
and identification of problems and formulation of recommended solutions.

d. Contemplation of necessary measures for the continuation of activi-
ties after project completion.

e. Planning and evaluation of the experimerital program.
f. Coordination with the USAID.

According to the Chief ot the Rural Roads Department of SNC, the
advisor only providzsd assistance to the experimental program and such assistance
was not satisfactory.

The project has not had a General Advisor since October 1978 because
SNC did not want to use loan funds to pay for the services of the advisor. Thus,
the USAID decided to wait and contract the services of a General Advisor with grant
funds provided under the Rural Access Roads II project. A contractor was selected
in April 1980 to provide the services of a General Advisor and a Training Advisor,
As the USAID has acted to contract the technical assistance needed for the project,
we make no recommandation.

5. USAID Field Trip Reports

At the time of our review the USAID did not have any written
procedures specifying when field trip reports should be prepared. During CY 1979,
USAID enginears took 14 field trips to project areas but only prepared reports for
5 of these titips. We believe that field trip reports should be prepared when
significant probluis of a continuing nature are identified to serve as a basis for
correcting ard foliowing-up on the problems and for informing other USAID officials
of the findings.

Gased on a recommendation in our draft audit report, the USAID issued
a Local Notice on April 30, 1980, which established written procedures for the
preparation and exchange of field trip reports. We have, therefore, withdrawn the
recormmendation,

B. Rural Access Hoads 11 Project

The project 15 in its early stages of implementation but is already about
one year behind schaduyla. The loan/grant agreement was signed on August 30, 1978.
Bids for the puvciiase of equipment and other commodities were not published until
February 11, 1980 versus a target date of March 15, 1979 estimated in the project
implementaticn plen prepared by SNC. This delay was mainly caused because the
USAID deliberately hald up the publication of bids until they were reasonably
assured that SNC would begin the construction of workshops needed for equipment
maintenance. SNC did not promptly prepare plans and schedules for workshop
construction; also, the GOB did not provide its contribution ($200,000) to finance
the construction of the workshops until February 1980 because of political problems
at the end of 1979. In April 1980, a contractor was selected to provide technical
assistance to SNC. The USAID estimates that the construction of roads can begin
under the project by the end of 1980 when the equipment arrives.
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Rural Access Roads I

AID Loan 511-T-056
SNC

NCDS

MACA

Communities

Total

Rural Access Roads II

AID Loan 511-T-061
AID Grant 511-0466
SNC

DDC's

Communities

Total

Grand Total

LSLESERS

ESTIMATED PROJECT COSTS FOR RURAL ACCESS ROADS I AND II AS OF 12/31/79
(IN THOUSANDS OF DOLLARS)

APPENDIX A

Construction Contracts for
Equipment Hand Construction Construction of Maintenance Technical Contin-  Operating
_To*tal and Spare Parts Tools Materials Small Structures Equipment Assistance Other gencies  Expenses
8,500 5,800 150 1,850 290 - 200 210 1/ - -
3,910 - - - - - - - - 3,910
40 - - - - - - - 40
20 - - - - < - - 20
3,100 - - - - - - 100 3/ - 3,000
15,570 5,800 150 1,850 290 - 200 . 310 - 6,970
13,000 6,700 280 1,470 900 1,030 - 770 5/ 1,850 -
300 - - - - - 275 - 25 -
4,130 - - .- - - - 375 3,755
3,280 - - - - - - - 515 2,765
2,390 - - - . - - .- 220 7/ - 2,170
23,100 6,700 280 1,470 900 1,030 275 990 2,765 8,690
38,670 12,500 430 3,320 1,190 1,030 475 1,300 2,765 15,660

Consists of $10,000 for training and $200,000 for experimental program.
Includes $30,000 for training and $320,000 for materials.
Estimated value of community right-aways.
Includes $230,000 7or improvement of maintenance facilities and offices, $60,000 for training and $330,000 for materials.
Consists of $300,000 for training, $225,000 for vehicles, $55,000 for surveying instruments, $80,000 for radios and $100,000 for evaluations.
Estimated value of voluntary labor to be provided by communities.
Consists of $120,000 for community labor for maintenance costs and $100,000 for community right-aways.
Includes $2,590,000 to be provided by the DDC's to SNC for operating expenses.
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APPENDIX B

ANALYSIS OF 20 ROAD PROJECTS
STARTED AS OF 12/31/79

Percent Equivalent  Planned

No. of of Work Kilometers Start Estimated 2/
Department/Project Kilometers Completed Completed Date Start  Completed Planned Actual to Complete
Department of La Paz
Carrasco-Fernandez 20.0 85% 17.0 2/78 1/79 - 6.0 12.0 14.1
San Pedro-Mejillones 12.0 85% 15.3 3/78 9/78 - 6.0 15.5 18.2
Mejillones-Uyunense 23.0 90% 20.7 3/78 a/78 - 6.0 15.5 17.2
Uyunense-Bronceni 21.0 65% 13.6 1/79 9/79 - 4.0 3.5 5.3
San Lorenzo-Mejillones 20.0 25% 5.0 1/79 9/79 - 4.0 3.5 14.0
Department of Chugquisaca
Quepupampa-Rodeo 9.5 100% 9.5 3/78 10/78 9/79 7.0 11.0 11.0
Rodeo-Casa Grande . 20.3 97% 19.7 3/78 1/79 - 7.0 12.0 12.4
Casa Grande-Redencion 18.8 87% 16.4 3/78 8/79 - 7.0 4.0 4.5
Tarabuco-Colchapampa 15.4 25% 3.8 3/78 11/79 - 7.0 2.0 8.0
Department of Cochabamba
Cr. Rt. 7 - Tiraque 15.0 100% 15.0 3/78 1/79 3/79 7.0 2.0 2.0
Cr. Rt. (km. 71) - Corani 12.0 80% 9.6 3/73 9/78 - 4.0 15.0 18.7
Corani-Tablero 16.1 60% 9.7 3/78 9/78 - 4.0 15.0 25.0
Senda 1I1-Puerto Aurora 20.0 60% 12.0 3/78 10/79 - 4.0 3.0 5.0
Ivirgarzama-Valle lermoso 19.0 90% 17.1 3/78 4/79 - 4.0 8.0 8.8
Punata-Pacpani 13.0 20% 2.6 - 11/79 - - 1.5 7.5
Department of Santa Cruz
Villa Bush - ¥m. 20 20.0 452 9.0 3/78 10/78 - 7.0 14.5 32.2
Buena Vista-Colonia Huaytu 18.5 95% 17.6 3/78 12/78 - 7.0 12.5 12.1
San Carlos-Buen Retiro 13.0 80% 10.4 3/78 5/79 - 7.0 7.5 9.3
Buen Retiro-Antofagasta 16.0 75% 12.0 3/78 10/79 - 7.0 3.0 4.0
Antnfagasta-Est. Buen Retiro 9.0 10% .9 3/78 12/79 - 7.9 1.0 10.0
Totals 337.6 236.9 5.9 3/ 12.0

1/ Percent of work completed times number of kilometers planned.

/ FElapsed time divided by percent of work completed.
3/ Average. P P - 22 -



APPENDIX C

PLANNED AND ACTUAL COST PER KILOMETER OF ROADS

Planned Actual
(Life of Project) As of 12731/79
A. Costs
1) AID Loan .
- Depreciation for Equipment an
Spare Parts $ 2,053,780 1/ $ 773,314 g/
- Other Costs 2,700,000 2/ 521,000 5/
2) Community Contribution 3,100,000 611,971 5/
3) MACA Contribution 20,000 -
4) NCDS Contribution 40,000 -
5) SNC Contribution 3,910,000 1,425,000 6/
Total Costs $11,823,780 $3,331,285
B.  Number of Kilometers 1,200 236.9
C. Cost Per Kilometer $ 9,853 $ 14,062
1/ Estimated cost of equipment and spare parts ($5,800,000) x planned months
of use (34) : estimated life in months (96).
2/ Amount of loan $8,500,000 - Cost of Equipment and Spare Parts ($5,800,000).
3/ Estimated cost of equipment and spare parts ($5,800,000) x actual months of
use as of 12/31/79 ?16) : estimated 1ife in months (120).
4/ Actual loan disbursements for other costs as of 12/31/79.
5/ Estimated value of community contribution ($3,100.000 x 236.9 kilometers
completed as of 12/31/79 : planned kilometers to be built (1,200).
6/ Actual SNC contribution as of 12/31/79.

-23 -



APPENDIX D
Page 1 of 3

LIST OF REPORT RECOMMENDATIONS

Recommendation No., 1

USAID/Bolivia should require SNC to develop a work
plan and ensure that adequate staff is provided to prepare
a sufficient number of feasibility studies for proposed
road projects. (Page 6.)

Recommendation No, 2

USAID/Bolivia should (1) review the progress of the
experimental program with SNC to determine whether the
program has been carried out in accordance with the
procedures established in the program plan and (2; require
SNC to correct any problems identified. (Page 7

Recommendation No. 3

USAID/Bolivia should require SNC to (1) not start any
new road projects until they have been approved in
accordance with established procedures (2) determine
through established procedures the acceptability of the
nine projects that have started without the documented
approval of the Committee and (3) sign maintenance agree-
ments with communities for the 18 projects that were started
without agreements. (Page 10.)

Recommendation No. 4

USAID/Bolivia should obtain from SNC a revised
implementation plan for the project. (Page 11.)

Recommendation No. 5

USAID/Bolivia in consultation with SNC, should reduce
the quantity of tools to be purchased under the Rural Roads II
project so the combined quantity of tools purchased under the
Rural Roads I and II projects are not in excess of needs.

(Page 11.)

Recommenation No. 6

USAID/Bolivia should require SNC to return to the
project the explosives used for non-project purposes.
(Page 12.)
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Recommendation No. 7

USAID/Bolivia should require SNC to maintain adequate
accounting and property management records for the project
?s stipu1§ted in Section 4.09 of the loan agreement.

Paga 13.

Recommendation No. 8

USAID/Bolivia should (1) obtain documentation from
SNC to Tiquidata the outstanding advances as soon as possible
(2) not make zry new advances to SNC until the old advances
are fully accounted for (3) require SNC to deposit AID funds
in a separate bank account and (4) establish procedures to
determine that any new advances are not in excess of short-term
(90 day) needs. (Page 14.)

Recommendation No. 9

USAID/Bolivia should ask AID/W to determine whether the
consular fees were paid under AID loan 511-T-056, and if so,
issue a bill of collection to recover the ineligible costs.
(Page 15.)

Reccmmendation No. 10

USAID/Bolivia should ask AID/W to determine whether the
consttier fees were paid under AID loan 511-T-056, and if so,
iscua a bill of collection to recover the ineligible costs.
(Page 16.)

Recominendition o, 11

USAID/Bolivia should (1) ask SNC to follow-up with the
Controiler Gaarral of Bolivia to obtain compliance with AID
audit vequiven:nts and  (2) require its staff to evaluate
whether monitoring reports received comply with the content
requireinarits established by the USAID and report their
findings to USAID management in the Monthly Project Status
Reports.  (Page 16.)

Recowmmendation Ho. 12

USAID/Bolivia should (1) ensure that sufficient funds
are piovided to effectively promote tha project and
(2) require SNC to report on the progress made in achieving
this objective. (Page 18.)
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Recommendation No. 13

USAID/Bolivia should obtain a commitment from MACA
that they will support the prcject as required by its
agreement signed with SNC on February 10, 1977. (Page 19.)
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LIST OF REPORT RECIPIENTS

Deputy Administrator, AID/W

Assistant Administrator - Bureauy for Latin America and the Caribbean
(LAC), AID/W

Assistant Administrator, Office of Legislative Affairs (LEG), AID/W
Controller, Office of Financial Management (OFM), AID/W
Mission Director, USAID/Bolivia

Bolivia Country Officer, ARA/AND/B, AID/W
General Counsel, GC, AID/W

Director, LAC/DP/PQ, AID/W

Director, OPA, AID/W

DS/DIU/DI, Room 813, SA-18, AID/W

PPC/E, AID/W

DS/AGR, AID/M

Auditor General, AID/W

AAG/AFRICA (West, AID/W

AAG/AFRICA (East), Nairobi, Kenya

AAG/E, Cairo, Egypt

AAG/EA, Manila, Phillipines

AAG/NE, Karachi, Pakistan

AAG/W, AID/W

AG/EMS/C&R, AID/W

AG/PPP, AID/W

AG/11S, AID/W

AAG/LA Bolivia Residency

AAG/NE, New Delhi Residency
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