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EXECUTIVE SUMMARY 

INTRODUCTION 

Since February 1971 the U.S. Government, through the Agency for 
International Deve lopment (AID) hal provided the Government of 
Pakistan (GOP) with approximatClly $30 million of U. S. -owned exce" 
local currency to aS81et in carrying out 26 proj"'ct.. The .,.i.t&nce 
wal direc ted toward support of general develo pment activitle. a. well 
as other U. S. dollar financed grant activities primarily in ~he 
Agricultural Secto r. In our audit we revi ewed the activitle. of nine )f 
the 26 AID supported proje cts involving total funding of about $ZS 
milUon a8 a! September 30, 1979. 

Primary project implementation was carried out directly by various 
GOP entitie6 with advanc es of funds from USAlD/hlamabad. The local 
currency progra m ha s .:on tinued even though dollar-lunded economic 
assistance was cur!a Ued in Ma r ch 1979 becau.e the GO? haa not 
complied wi th Sec~!on 669 of the Foreign Assistance Act relating to 
Nucle ar Enrichrr:.ent Trans fers . The Miss ion hal al.o proceeded with 
PL 480, T itle II food prog ram s to tall ing $40 m illion and $53 million 
respective ly in the la£: t two fi sr.al years. 

PURPOSE AND SCO P E 

Our a udit of the exec;e cur rencr pro.1 r am in Pakistan was performed 
to determine if the p ro.:ectJ \ .... erc being implemented effectively in 
acc ordance with AID poiicr ~nd r egulation,s, and to identify problem 
areas requi r ing rr'.a .,a!!ement at~ent :on. Our r eview covered project 
activi ties fr o m Feb r oary 1. ~C;7 1 to September 30, 1979, but included 
a financial cut-o ff d:.te o f ';'.Ule 30, 1979. We examined pertinent 
records and reporlo r.1.:Lintaincd by USAID/Pakistan and various GOP 
implementing agencie s. We \<s~ ted the Economic Affair. Diviaion 
and Financ e Divia ion of the Minis trYrOf F inance and performed field 
inspections a t six project s it es . O·J r examirtation wal carried out tri 
accordanc e with generall ~. acc e?ted auditing standard. and included 
such tests of the books a r.tt r ecords considered nece.8ary under the 
circumstances. Our initial field work was carried out in September 
and October 1979 but hauan ce of ~lti8 report was delayed due to the 
November 1979 eva cu<> tion of .t.meTlcan pe raonnellrom Paki.tu. 
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The report was updated in August 1980 to reflect current Mission actions 
and was subsequently reviewed with key Mission officials and their 
(';omments were cOI".sidered in preparing thil" final report. 

CONCLUSIONS AND RECOMMENDATIONS 

Our report shows in detail the progres 8 made in implementing each of the 
nine projects reviewed. In three cases we found that ma;or project 
objectives were achieved, while in others, progress was more limited but 
considered acceptable. By August 1980, the Mission had taken action to 
correct most problem a reas identified during our initial field audit review 
in late] 979. However, further action is required in the following case.: 

The Mission has continued to accept GOP expenditures 
during seven years after the Agricultural Research 
Projects' final contribution date e:::pired. We recommended 
that a refund of $576, 001 be obtained or that AID/W 
authority be sought to extend the project. (See Pit. 4 .. '). 

•• A $7 million grant in local currency to the Pakistan 
Institute of Development Economics for establishment 
of an endowment fund did not i!1clude defineci project 
objectives, procedures f::Jr disposal of funds, a project 
completion date or USAID's monitoring responsibilities. 
Our recommendation was directed to all these points. 
(Se~ pp. 6 - 7). 

MissiCln fin:mcial monibring of an agricultural research 
sub-project in land leveling technology was not adequat~. 
An $18,/:)8 refund of unused funds has since been obtained 
but issues surrounding the equivalent of $7, 45? expended 
after the project's finc.'.! contribution date have not been 
resolved. Vie rp.commended a refund be obtained or that 
AID/W authorization be obtained to extend the final 
contribution date. (See pp. 7 - 8). 

Mis sion activities to monitor and control the utilization 
of local currency funds were found to be inadequate in 
two critical areas. We found where large rupee advances 
were being recorded and reported to AID/Was expendi­
tures. We also found that USP.ID monitoring and verification 
of local currency expenditure reports were very limited. 
However, in both areas, the Mission has taken prompt 
action to improve their performance. (See pp. 10 - 11). 
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BACKGROUND 

The Agency f0r International Devehpment (AID) has provided approximately 
$30 million of U. S. owned excess local currency funds to the Government 
of Pakistan (GOP) since 1971 based ~n authority contained in Sections 114 
and 204 of Public Law 'Hl'). The primary purpose 0f this assistance was 
to help meet the GOP's n'Jn-,foreign exchange costs in support of general 
development activities and in support of U.S. dollar financed grants or 
loans for dcvehpment prnjccts, and h alleviate the causes of the need 
for outside [lad assistance thrDugh increasing the effectiveness of food 
producti'Jn, distribution and nutritional f1uality. Overall, since 1971, a 
total {)f 195,435, JOJ rupees ($79.842 million*) were provided by AID to 
fund ?6 prrljects. This report discusses our review of nine of thDse 
projects for which 7£15, 8J7, ]')) rupees ($24.879 million) were obligated 
through June 3~, 1979. Funding details for individual projects are 
shown in Exhibit A. 

Primary implementation res p:msibility for the above projects was pla.c:ed 
with varbus GOP entities with overall coordination being provided by the 
Economic P.ffairs Division of the Iv1inistry of Finance and the four 
provincial gove rn ml:!nts. USAID/Islamabad retained res pons ibility for 
procurement of commodities and services but ongoing operating funde 
were Generally released in advance hr direct expenditure by the 
designated implementing agency. However, in some cases, the USAID 
used cost reimbursement procedures fCH project funding that re(1uired 
the implementinG ''lgencies to submit expenditure rcp'Jrts. 

Implementa tion of U. S. -funded local cur rency programs in Pakistan has 
continued, as has interest in n(;!w programs, in spite of the fact that AID 
has been required to curtail dollar-funded ec.:momic assistance beca.use 
the GOP has not complied with Section 669 of the Foreign Issistance 
Act (FAA) relating h Nuclear Enrichment Transfers. In March 1979, 
AID initiated a mandatory cut-::>ff of new U • .3. dollar appropriations for 
economic assistance to PClkistan as required by Section 669. In May 
1979 they issued an abbreviated version of their Annual Budget 
Submission (ABS) for F'Y 1981, outlining the loan and grant financing 
required ior an orcerly wind down of P:ID assistance. The Mission 
followed Section 617 of the FAA as a guide for establishing wind down 
procedures which provides that " ••. Funds made available under this 
Act shall remain available for a period not to exceed eight months 

*(All dollar conversions in this report are based on the current rate of 
9.9 rupees per $1. ) 
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from the date of termination of assistance under this Act for the 
necessary expenses of winding up pr:>grams related thereto. II As a 
direct result of the wind down, U. S. di r.ect hire staff was reduced from 
46 to 16 posithns, and direct hire local staff from 13, positions at the 
end of FY 197£1 tn 5') p"sitions. 

With AID/Vi 2ppr(wal, the Mission has determined that Section 669 of 
the FAA is not ;).pplicable to U. S. -owned excesS currency programs or 
to PL 480 programs. Accordingly, excess currency projects are 
continuins with l"UpI:'C funding and the Mission retained the FY 1979 
pngrams of $40 million for PL 48), Title I and an increased Title I 
pro~ram of $5') miilion f::lr FY 198'1. 

The Missbn has also contin'lcd discussions with the GOP on joint 
financing of new economic d~velopment projects utilizing U. S. -owned 
local currency. However, the GOP has sometimes been reluctant to 
l'roceed because they feel the use of bcal currency would have an 
inflathnary effect on Pakistanis economy and that such programs do 
not represent additionOl.l resources for Pakistan. Nevertheless, the 
Mission believes that large scale rupee financed projects can be 
developed t" provide local C'Jst suppDrt: {o r multi-donor financed 
pnjects (i. e., Vvorld Bank, UNDP, ADB etc.,), They feel the re­
quirement f)r additional U. S. direct hire staff and monitoring 
responsibilities wC)uld be minimized as comp<:tred with implementation 
of many s rna lIe r projects. 

Our audit of th,--~ excess currency program in Pakistan was performed 
to determine if the projects were beinfj implemented effectively in 
accordance with AID policy and re;5ulations, and to identify problem 
areas reC} uiring manaGement attention. Our revie\,v covered project 
activities from Februilry 1, 1971 to September 30, 1919, but included 
a financial cut-r:Jff date :){ June 3D, 19/9. We examined pertinent 
records .:lnd reports maintained by USAID/Pakistan and various GOP 
implementin:3 ilgencies. We visited the Econ0mic Affairs Division and 
Finance Division of the Ministry of Finance and performed field 
inspections at six project sites. Our examination was carried out in 
accordance with generally accepted auditing standards and included 
such tests of the books and records considered necessary under the 
circumstances. Our initial field work was carried out in September 
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and October 1979 but issuance of this report was delayed due to the 
November 1979 evacuation of American personnel from Pakistan. 
The report was updated in i'.ugust 1980 to reflect current Mission 
actions and was subsc<:tuently reviewed with key Missi::>n officials and 
their comments were considered in preparing this final report. 
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FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

A. CURRENT }>HOGRi,M STATUS 

Our review 'Jf nine loc~l currency projects in Pakistan with funding of 
$74.8 millhn showed that varying degrees of goal achievement waro 
reached. Majur objectives of the Malaria Control, Study of Fertilizer' 
Distribution, C>.nct the Cuctta Warehouse projects were achieved whil. 
in others, pro~ress was mClre limited. However, overall we concluded 
that individual project pr:..lgress was satisfacbry. Some l'roblem areas 
were identified during G'lT initial field audit activities that required 
Mission attention but, in most cases, the USAID had taken corrective 
action by the time uur audit was updated in August 1980 and this 
allowed us to Cldjust 'Jur ~ p'Jrt 2.cc::Hdingly. A summary of projeet 
progress and pr')blem areas follows. 

Malaria Control. Pmject No. 391-013:; 

The over<"ll Goal of this project is to reduce the incidence of I!!alal'ia 
in Pakistan h .::tlevel of5 cases per 10, 'n) peol"le within a five yea!' 
periCld through .J. progr;}m of wide-scale spraying. AID has.,rovitied 
a total of ] )0,138, 'J,)J rupees ($13. ')4:1 million) for this projoct in 
additbn to it $74 million 10<:111 to C0ver foreign currency requirements. 
Project expenditures were on a cost reimbursement basis at the rate 
of 55 percent of total GOP expenditures within the agreed purposes of 
the local currency bud,get for the program. PrClject objectives have not 
been totally achieved but progress has been good. For example, the 
last malari .• external review team rep'Jrt dated February 1919, 
describes slide positivity rates '1ation-wide as declining from ~22., 315 
in 19(6 to; 1,846 in 1917 and to 15, (60 in 1978. During 1981 another 
evaluation of this project ie planned by the Mission to be performed in 
conjuncthn with a review ()f the U. s. nollar funded portion of the 
program. 

Agricultural Hesearch - Project No. 39l-Q296 

A total ()f 6), 5:)',1)) rupees ($6. III million) has been obligated for 
project activities from February 19/1 through June 30, 1981. 
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The primary purpose of this project was to establish an effective 
research mana!~emer.t -ystcm capable of administering a national 
research program i ,luding the pr')vision of priority assistance to 
key institution;:J.l devehpmcnt J.rc2.s. Due t~) shw prDgress. develop­
ment :)f the mLlnagement system rtnd organizational structure was only 
marginally completed and the project's life has now been shortened to 
June 3'), ) 98) bec'\u£e of the termination of dollar funded assistance 
to Pakistan, 

In aur review of project expenditures VIr:: found that the GOP'!!! imple­
rnenting agent expended 5. '7 million rupees ($5 i6, '1J,)) of U, S. -owned 
loc.:tl currency for costs incu~.'red during a Seven year period following 
the Final Contributic>!1 Dates (FCD) established under agreements 
Nos. ',) -1 L1 :1.nd 72-1. FCD's for the two sub- prGject agreementl5 
were June 30, 19/) and 19/3 respectively but the Mission continued 
tC'J accept expenditure reports through June 30, 19 i9. Examplee of 
recent costs :.lccepted by the MissicJfl included such actions as: 
(a) rental of buildings fr'.Jm December 6, 1978 to De.eell'lber 15. 1980 
and Much n, 1919 to M2.rch 31, 198'1 hr Rs. 16t, 5~,); (b) l"rocur~. 
rnent af ei~ht vehicles during May 1979 for Rs. 579, 8(,); (c) install_Uta 
o! tcleph-:lllc systems during October 1978 of Rs. 137,594; and (d) 
utility costs of Rs. 53, 5;>1 for the 1st quarter of 19/9. 

In essence, Missi~m monitr)ring and f:)llow-up procedures for en. 
forcing pr'Jjcct ?greement terms were inadequate. There was n, 
action taken to determine whether the services or commodities were 
provided by the grantee in a timely manner, nor was there evidehee 
that the project FCD was extended. As a result, the GOP was 
utilizing grant funds without project agreement revisions to govern 
(a) modification of any of the standard provisions incorporated by 
reference; (b) significant changes in the basic nature, purpose or 
scope of the agreement; and (c) extension of the estimated FCD. 

The Mission has since reouested AID/W authority to extend the FeDs 
of the! grecments and advised us that action has already been taken 
by AID/W to prepare a justification statement based on their request. 
The Mission strltcd that " ... expenditures made •.. after the 
expiration of the original FeDs were not inconsistent with the intent 
and spirit of the agreements". They therefore did not feel that a 
modification in the scope or standard provisions of the Agreement was 
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warranted. The:y further advised that, if the request for extension is 
denied by l-.In/W, an attempt will be made to recover all funds expended 
after the expiration 0f the FCDs. 

Recommendation No.1 

The Dire;;ctor, USAID/Pakistan should obtain a refund 
frr)rn the GOP hr the $576,000 of questioned local 
currency expenditures incurred beyond the original 
FCD or :)btain AID/v\' authority to amend Project 
Agreement Nos. 71-14 and /2-1 to establish revised 
FeDs, to m0dify standard provisions, and t'J clarify 
~he purpose and sC:Jpc of the agreements. 

Dryland Agricultu re Devchpment - Project N'J. 391-0403 

This proje:::t was established to bring about widespread adoption ot 
production and income inc re2.S ing practices on small unirrigated 
farms. Projcct:)bligati'ms total 73, ,':J;), )); rupees ($7.394 million) 
of which Rs. 9. 1;')'7, J:") ($059, ')1)) was expended as of June 3,). 1979. 
The pr':)ject terminated on June 3), 198.). 

The most signific21.nt pnjcct impact has been the ability to generate 
evidence that ::lgriculturill productivity in unirrigated areas can be 
increased several hId. .As a result, there has been new project 
commitments from :)ther don':Hs, and increased provincial government 
budget allocatiJI1s to support the project. A close working relation­
ship was Ills:) established with ,,,! bcal ?gricultural research institute 
for the purpose 'Jf applying new technol.::lgy and research findings. 
However, quantitive measurement of goal achievement is not possible 
because the original benchmark survey was never completed. 

Pakistan Institute of Development £canamics (PIDE) -
Project No. 3')1-0453 

In March 19/9, the Mission provided PIDE with Z,), ')0'), .)JJ rupees 
($7. :)Z,) mi11ian) LH a praject financed endo" .... 1ent fund without 
establishing end of project objGctives, procedures for disposal of 
funds or a project completion date. Revenue of the permanent 
endowment fund is intended to supplement GOP funds needed for the 
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expansion of PIDE's studies and special research projects. The project 
was approved by AID/W, the Office of Management and Budget, and 
both the Senate and House Committees on Agriculture and Foreign 
Relations prior b funding the endowment. 

In our review, we found that the Project / greement included general 
covenants and warranties that required PIDE to indefinitely issue 
reports on utilization -:>f earnings, management ':Jf funds, and per­
f0rmance of their obligations. No provision was made for an end of 
project completion date, procedures for disposal of funds after 
complethn of the proje'ct, 'Jr to establish final project obj.:!ctives. 
The Mission has since agreed that new procedures should be included 
in the Project Agreement for the ultimate disposition af the endowment 
fund, for thoroughly outlining project)bjectives, and h establish a 
project completion date. 

On P.ugust 6, 198), the Mission informed us that th~y had requested 
P.ID/W approv:ll to establish ::lI1other large rupee fund for an endow­
ment to a Karachi hospit:tl. For that pr(Jject, the Mission l'roI'osed 
a life .')f project period :)f five years from signature of the agreement 
be cst::J.blished. As a result, AID's m'Jnit0ring responsibilities would 
terminate after fivE ye:lrs. ThuG, if the project is approved similar 
provisions will be included in the PIDE agreement. 

Recommendation No. ? 

The Direcbr, USAID/Pakistan, in coordination with 
the GOP, should'lmend Projeci I.greement No. 19-1 
tel establish a pr0ject completion date, end of project 
objectivl.s, pr')ccdures for disposal of endowment 
ftmds, and USP.ID's monitoring resprmsil ,Jities. 

Agricultural Research - Project No. 39l-0?96 - Sub-project 13-12 

This sub-project was start2d in June] ') i3 to assist the Department of 
Agriculture in the Punjab and Sind pnvincial gove rnments in developing 
research data and cost/benefit informathn for wide scale adolltion of 
land levelling technology. A total of 6,0)1, O)J rupees ($6'.)6, ::l'D) was 
provided for the project and the FCD was September 30, 1977. 
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Project implementation responsibilitie::. were shared by the Mission 
and the GOP. For example, the Missbn retained Rs. 3. 6 million for 
procurement of equipment and material and released Rs. 7..4 million 
b the grantee for project cost sharing purposes (distribution to 
eligible farmers). Against this advance, the grantee submitted cost 
sharing expenditure rCptHts accounting for Rs. 7.14 million (including 
costs incurred through March 31, 1978) but the unused project funds 
were not returned. 

In August 1978, the Mission informed the GOP Econ:.)mic Affairs 
Divis ion that the FeD would not be extended 2nd request8d a refund 
of the remaining project funds totalling 758, 3J3 rupees. In April 
1979, an additional request for refund was made but no response was 
received from the GOP. This situation was painted out in our draft 
audit report and the Mission has since obtained a refund of 180, 761 
rupees ($18,(1)8). The balance of '13,775 rupees ($7,452) was 
expended by the Punjab Gove:mment after the FCD but, the Mission 
believes the expenditures incurred were for legitimate project 
purposes and that, in most cases, the Soil Conservation Service 
advisers were consulted prior to expenditure of the funds. Accordingly, 
the Mission haG reouested A:'D/W authority t,) extend the FCD in order 
to regularize all expenditures. 

Recommendation No.3 

The Director, USAID/ Pakistan should obtain a refund 
of the unused project funds totalling 73, 715 rupees 
($7, t; 52) or obtain .P.ID/W authorization to extend the 
project FCD. 

Study of Fertilizer Distribution - Project No. 2CJiJ-76-2 

This project provided], 193, 001 rupees ($170,500) for the study 
of: (a) policy recommendations aimed at reducing and removing 
identified constraints hindering the use of fertilizer by farmers; 
and (b) generation of baseline data to allow for future measurements 
of changes in fertilizer use and di',tribution systems. 

As a result of project activities, four surveys were made on a countt'y· 
wide basis and completed during the period of 1976 to 1978. The survey 
subjects were: general farmers investigations, fertilizer dealers, 
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institutional credit sources, and intensive farmers study. The surveys 
and 17 rccommcndathns wert:: presented at a seminar spons(\red by the 
National Fertilizer Corpor:>.ti.')n Df Pakistan Limited, in collaboration 
with the Pakistan Ag ricultur2.l Rese2. rch Council, National Fertilizer 
Development Center and USAID in Islamabad on February 28 and March 
1, 1979. Results of the scminClr and the surveys were considered 
successful, 2.nd wer~ submitled t'1 the GOP for their con~;ideration. 
However, we found no indicati:::m of what use was made of the survey 
recommendathns or published reports in new GOP pr::>ject efforts. 

The Integrated Rur::ll Development Pl'o~rC',m (IRDP) -
Project No. 104-16-4 

:the IRDP project provided funds for research and expertise to oversee 
and monitor Pakistan r s future rural development policy. A tntal of 
1, H3, OO!) rupees ($1]5, /55) WClS obligated of which Rs. 571, ~J) ($57,677) 
was expended for :1 sC,-'ics of twelve research studies. At the time of our 
audit, f'.Jur farm stul:ics h?d b(;en completed. Three of them were 
incorp::>rat2d into the pr:)posed Hainfed Land and Water Management 
Project and ,)ne f:tudy WJ.S IDt utilized. Five additional studies were 
under review al1d wcr2 c::pc,ct2d ;;0 be issued in the near future, tw~ 
studies were cance;lcd; ::mQ :.:>112 :Jtudy was in process. 

C'uetta Warehouse: - Project t~o. 7l4-'(6-~ 

A total of '2,713 I, ':JJ rupces ($781,5 1 5) was provided under this project 
for construction ')[ ::.. warc-:'OUf:2 for the storage of food ann m:;dical 
supplies. VI i1 rehouse cons: l'Llction vias completed during October 1979 
appr")xi.mately 7? rY'ont!".s ~atcr than the original estimated completion 
date. Ddays were C2.11S(;rl bj bad weather conditions and poor work­
manship hut t:lC c)DstrucU ,!1 ,:efccts WCl"e pr:Jmptly corrected with the 
assist:'.nc2 of the :.AiS~:;iJil. T~lC ~:1ission ana C! RE (the cooperating 
sponsor) consider ~·!.c ;J'Y.llir.,; tJ be ::mc of the finest in Quetta and the 
project is ccnsidcr2c: ccl'::r;fS:Ul. In addition, construction was 
c')mpleted at ::l cost c2.vings -of approximately $30,877 below the original 
contracted price. 

On-Farm Water M'Lnagernent Project - Project No. ?04- 77 - ~ 

A total of 1,346,0,)1) rup8es ($135, 96J) was provided for this project to 
establish farm demonstrations and train provincial agriculture 
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technicians and farm~rs in land lQvelHng, water c"urse renovation, 
and wate r mi\nag 2nic::t techniClucs. This is a grass - roots level 
project tl-lut if:; considered highly visible with good farmer response. 
However, due to the physic"l hcation 'Jf the project, records and 
eV<11uation repnrts were n()t re;"ldily ::lvi1ilablc for our review. Thus, 
we could not eV::lluaU,' performance h G..:'b::rmine how successful the 
project was. 

B. FINANCIAL COMPLIANCE 

Mission activities to monitor and contrr.>l the utilizati:Jn of local currency 
funds were found b t..:: inadequate in two critic;:.l areas. We found where 
brge rupee advances were being recorded ::lnd reported to AJD/W as 
expenditures. Y.le ~lso found that USAID monitoring and verification 01 

local curr2ncy (;xpcndi~ure reports wer,:; very limited. However, in 
both areas, the Mission has taken prompt action to improve their 
rterformance. 

Accounting For Advances 

Since 195P, the Mission has folbwed :l practice of recording local 
currency rd"aSf"S to GOP implementing .:lgcncies as fully exrtended 01'1· 

the date of the release. For example, wc' compared releases and 
actual expenditures from GOP expenditure reports with the U -204 reltQ.rt 
submitted to AID/Was of June 3J, 1979 for five active rrojer.b" as 
follows: 

Project No. Tit 1 e 
.~---

391-1296 Agricultural Research 

391-:)366 Institutional Grants 
39l-04JO Rural Roads 
391-0403 Dryland /,griculture 
39l-J408 Rural Electrification 

Total 

- 10 -

FWlds 
Releasc.cl 

,:OJO) 

Rs.43,?90 
?,376 

300 
7,80) 
2,87.8 

Rs. 56,594 

Actual 
Expendi­
tures ---

(r.L: J) 

Rs.33,634 

7, 128 

194 
6,372 
1,790 

Rs. 44, 118 

Ex~lilndi­
tures 
Re~orted on 
U-201 

Rs. 43, 790 
7,371, 

300 

7,800 
7.,828 

Rs. 51" 594. 



In eflect. the M.is .. ion procedures resulted in a lo es of control over 
fund utiliza tion ~nd inaccurate r e po rting. The r e lea.se of U.S. -oW1'led 
loeal curre ncy should be r eco rd ed as an advance and subsequent 
liquidation should b e ac c omplished after the funds have bee n expended 
88 evid e nc ed by proj ect expe nditure r e ports. In a nswe r to our draft 
repo rt, the Mission info rmed us that new procedure s fo r reco rding 
:and r e porting the r e lease of funds as advances have been adopted and 
that in the future , a dvanc es would b e liquidated upon receipt of GOP 
expenditure reports. 

Monito ring of Expenditure R e ports 

We again found tha t verification of GOP project expenditurios o f 
U. S. -owned local currency was no t included as part of normal Mhsion 
monitoring function, The Miasion has generally t ended to ac cept 
luch rppo rts as file d ~nd witho\. t a dequat e field verification. Theee 
circumstances were a lso not e d in 1977 when we r e porte d ", •• the.e 
is a clear danger in accepting GOP data without questione ae is the 
USAID practic e , USAID should take a more active interest in btal 
curr ency transactions. This should involve periodic field eheek. of 
expenditure s o f r e po rt line items . , , 'I I (Audit Report No. ~ )91-77.1' 
da te d May 31, 1977), 

In a nswe r to our draft r e port, the Mission took exce ption to our 
finding b 3.s e d on the ir be lie f the. t the y have tl no t ha d the manpower 
aV2ilClb i e to continuously ve rify costs fo r all proj ects which is a task 
the Mission vie ws as e n a udit function". Neverthelc ss. as stated in 
our find ing. we be li (;:v~ thE: Mission should be m o re invo lved in 
p c riodic '::ic ld checks of e xpe nditure r e ports. Such testa are a 
manag e m e nt r es ponsibility that car' flOt be absorbed by the Office of 
Audit . 

In July 198J the Mission info rmc: d the GOP to submit"the fo llowing data 
for each local currency financed proj ect : (a) a no-pay final voucher; 
(b) quarterly pro gress and financial repo rts ; and (cl a completion of 
proj ec t r e port. The USAID/Controller's Office has also assigned a 
senior fo r~ ign s(>:r;··ce na tiona l employee to visit the managers of 
te rminating proj ects 0 assure complianc e with the project agreement 
in relation to financia and otn r~ports. This action was made 
poss ible as a result o f the r eduI'ed staff workload caused by the current 
pha s e down status of the Missio • 
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As a result of this Mission action, and since most projects were 
terminating :mdf.:H terminated, we d·') not consider ;J, recommendation 
nect::sSii.ry. 
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LIST OF REPORT RECIPIENTS. 

YSAID/ Pakistan 

Director s 
AID/W 

Deputy Administrat~H (DA /AID! 1 

Bureau For /,sia 

Assistant Administrator (AA/ ASIA) 5 
Office of Pakistan, Nepal and Sri Lanka Affairs (ASIA/PNS) 1 
Audit Liaison Office r ] 

Bureau For Devebpment Support 

Assistant Administrator (AA/DS) t 
Office of Development Informatbn and Utilization (DS/Dltl) 4 

Bureau For Program and Policy Coordination 

Offief' of Evaluation (PPC/ E) 

Offic:e Qf Lcgisiativf' (AP./ LEG) 

Of tier. of G~ eral Counsel (GC) 

Office If Finane ial ivianal~ement (FM) 

IDC!1 Legislative and Public Affairs Office 

Office :)f the Auditor General 

Auditor General (AG) 
Communications and Records Office (P.G/ EMS/C&R) 
Policy, Plans and Pro~rams (AG/ PPP) 

Area Auditor Gene ral 

Area Auditor General/Washington 
Area Auditor General/ East Africa 
Area Auditor General/ East Asia 
Area Auditor General/ Egypt-
Area Auditor General/ Latin America 

OTHER 

General Accounting Office (GAO/W) 
Inspection and Investigations Staff (AG/IJS/W) 
New Delhi Residency 
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