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MEMORANDUM 	FOR DIRECTOR, YSA)!Zamhia, Les 

F'ROM: 	 RIC/A,/Nairohi, ?icbard C. Thahet 

SUBJFCT: 	 Audit of Kafm-Chirundu Poad Phehi litatia; Project 
No. 690-020r4 , Audit Report Not. 3-6 10-d9-17 

The Office 	 of tY.e Reinal Tnspector A nra& for ,idi , Nairo:,i
has coF.pleted 1t.- auAit of SAUTT/amba Fafue-CiruLr~du road 
rehabilitation project. Fi.'e copies of the audit report are 
enclosed for yonr act on. 

The draft report ;,,ac sohmi tted to you for comment and your 
comments are a tac'hed to the reoort. 

The report 	 conta !nr one recomrmendat ion. This recommendation is 
resolved arnd wi I1 e cloed upon receipt by this office of 
evidence tat ow.-- tat the cited act ion i F complete. Please 
oroi 7- Y n '!.Q - " ado V. ional i.f~rmhatoi rcP1atir: 
to act ,:Mn 1 nnn i 4r tak aq tn imp r t t h, r eport 
r ecmm t ion 

I appreciate the cooperation and courtesy extended to my staff 
dc -inc th audit. 
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 deteriorated sections 
along 52 kilometers of road .
ii, < from Kafue ,:Zambia to chirundu on borderthe between Zambia and,imbbe 
 The_ road wa rincipal ... artery between .the twocountries. 
 L.J. Whyle & Company, a Zambian firm, was hired,-,-under ahost.Te al. milliomn
mad countryKeaifcontract in. 1983
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project. The 
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:, -. ,The Office of the Reqional Inspector General for Audit, N4airobi were to determine ( ) whether the project
facilitating objective of
movement of key commodities
Zimbabwe was achieved, (2) whether 
between Zambia and
controlled 
and used appropriately, project funds were
incurred by A.I.D. due to and (3) the potential loss
thecontractors nonperformance and


the status 
and resolution 
of claims made against L.J. Whyle &
 
shCompany.,b 


ir
 
The audit disclosed that the
movement of key commodities project objective of facilitating
between Zambia
Sachieved, and Zimbabwe was
as construction was substantially complete, the
 

hoverall

! quality of construction wasexcellent, and
were made for future maintenance provisionsi
of the road. In addition,
 

~~internal controls over $12.1
wdere million of disbursements
to ete re () that hdisbursements were .
sfacttiy mompleted in reflected work
conformance 
 with applicab le
 
contractual requirements and A.I.D. regulations.
 

However, A.I.D.i lcon . ad .incurred additie onal.s. Whyle and Companycosts of .s breachan estima.tedof the initial$. 
ncrred acti' tt: ' ensuret th
'::cnstrta ioenctontract-. Further, c acos non-pethe. Government of contractordwere eventually resolved because Zambia had

information to 
fully determine
 
i~!; theomamount
Teudmenis thatof oSAID/Zamb_damages. wasa not available.Government of apply financial of This report
Zambia to pressurei t
resolve the outstanding claim before
approving the construction contract for the planned 
follow-on
road rehabilitationf project.
 

The construction 
contract between 
the Government 
 of Zambia
 
(Employer) 
 and the L.J. Whyle and Company
aspecifed (contractor)
conditions under which the Contractor was 
to pay
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AUDIT OF KAFUE-CHIRUNDU
 
ROAD REHABILITATION PROJECT NO. 690-0209
 

PART I 
-INTRODUCTION
 

A. Background
 

The Kafue-Chirundu Road Rehabilitation Project sought to

enhance the economic development of southern Africa by

facilitating the movement of key commodities between 
Zambia and
 
Zimbabwe. This was to be achieved by rehabilitating seriously

deteriorated sections along kilometers road
52 of from Kafue,

Zambia to 
Chirundu on the border between Zambia and Zimbabwe.
 
The road was a principal artery between the two countries.
 

The project was initiated on September 30, 1981 upon signing of

the loan agreement by the Government of Zambia (GOZ) and
 
USAID/Zambia. Under terms of the agreement, 
A.I.D. was to
 
provide $13.1 million of loan funds, and $1 million of grant
funds, and the GOZ was to contribute $4.6 million. As of
 
February 1989, $12.1 million in loan and grant funds had been

expended. The original project completion date was September

30, 1984, which was subsequently changed three times to June

30, 1989. L.J. Whyle & Company, a Zambian firm, was hired

under a host country contract in 1983 to carry out the
 
project. The contractor, however, did not complete

construction, and in January 
1987 a second Zambian firm was

hired to finish the effort, which was substantially completed
 
by November 1988.
 

As of April 1989, USAID/Zambia planned a follow-on project,

which would rehabilitate 53 kilometers of road Kafue
between 

and Lusaka, Zambia. The 
 contract for the feasibility

study/cost analysis of the follow-on rehabilitation effort was
 
expected to be awarded by May 1989.
 

B. Audit Objectives and Scope
 

The Office of the Regional Inspector General for Audit, Nairobi

made a performance audit of the 
project. The audit objectives

were to determine (1) whether the project objective of
 
facilitating movement of key commodities between and
Zambia 

Zimbabwe was achieved, (2) whether project funds were
 
controlled and used appropriately, and (3) the potential loss
 
incurred by A.I.D. 
due to the contractor's non-performance and

the status and resolution of claims made against L.J. Whyle &
 
Company.
 

We reviewed administrative and financial records at
 
tUSAID/Zambia; the Financial
Regional Management Center,

Nairobi; the GOZ Department of Roads; and at the supervisory
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contractor, Tippetts-Abbett-McCarthy-Statton 
 (TAMS). We
 
observed 
the status and quality of road construction, and 
disc~sd .the-prjectwit- esne -frm-teaoe d aeoffices, the Zambian Solicitor-General, the A.I.D. regional
 
engineering officer, 
and legal officers from the USAID/Regional

Economic Development Services office for 
 East and Southern
 
Africa (REDSO/ESA). We also interviewed officials of 
 three
 
commercial banks in Lusaka, Zambi,.
 

The scope of the audit was the $13.1 million obligated, and
 
$12.1 million disbursed through February, 1989. The audit
 
principally covered the period from May 1983 through March 1989.
 

We examined internal controls related to the $12.1 
 million
 
disbursed through February 1989. There 
were no prior audit
 
findings relating to this project. The audit was made in
 
accordance with generally accepted auditing standards.
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~ AUDIT OF KAFUE-CHI-RUNDU
 
ROAD REHABILITATION PROJECT NO. 690-0209
 

PART II 
-RESULTS 
 OF AUDIT
 

The 
 project objective of facilitating movement of key
commodities between 
 Zambia and Zimbabwe was achieved, as
construction was substantially complete, 
the overall quality of
construction was excellent, and provisions 
were made for future
maintenance of the road. In addition, internal controls over 
$12.1 million of disbursements 
were adequate to ensure that
disbursements 
 reflected work satisfactorily completed in

conformance with 
applicable contractual requirements and A.T.D.
 
regulations.
 

However, A.I.D. 
 and GOZ 
 incurred additional costs of 
 an
estimated $1.5 million due 
of 

to L.J. Whyle and Company's breachthe initial construction contract. 
 Further, the GOZ 
had not

taken action to ensure that 
claims against the contractor 
were
eventually resolved because 
information to fully 
determine the
 
amount of damages was not available.
 

This report recommends that USAID/Zambia 
 apply financial
 
pressure 
 on GOZ to 
 resolve the outstanding claim before
approving the construction contract for 
the planned follow-on
 
road rehabilitation project.
 

4
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FIGURE 1. 
Road Under Construction
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A Finding and Recommendation 

,. ng C' a ms N1eed Resolution 

The construction 
contract between the Government of Zambia
(Emplcyer) &nd L.J.
the Whyle and Company (Contractor)
specified conditions under which 
 the Contractor was to pay
damages resulting from construction delays. The Employer was

also due 
surety funds from the performance bond provided by the

Contractor. The Contractor failed to meet its 
 contractual
requirements and expelled from project Since
was the site.

then, however, the Employer 
has not initiated action to 
recover
damages incurred 
as a result of the contractual breach. This
 
occurred primarily because information needed to fully
determine the 
 amount of damages was not available. As a

result, A.I.D. 
and the Government of Zambia had 
not recovered
 
additional costs of about million.
$1.5 


Recommendation
 

We recommend that 
the Director USAID/Zambia not approve funding
for the planned follow-on road rehabilitation proje7t until 
the

Government of Zambia has 
initiated firm measures 
to resolve the
 
outstanding claim against L.J. Whyle and Company.
 

Discussion
 

The project was implemented under 
 host country contracting

procedures detailed in A.I.D. Handbook 
 11. The contract
between the Employer and the Contractor detailed various

conditions under the
which Contractor might be expelled from
the 
project. One of these conditions concerned a potential

situation whereby the Employer might expel 
the Contractor in
the event the Contractor, without reasonable excuse, 
suspended

construction. 
 In the event this situation occurred, the
 
Contractor was 
liable for damages.
 

The Contractor had obtained 
a performance bond 
with the Zambian
State Insurance Corporation, Limited 
(the Surety). Under terms

of the bond, 
the Surety agreed to pay specified damages in the
 event the 
 Contractor did not satisfactorily complete

construction.
 

The Contractor 
 did not complete construction within the
completion date of April 2, 2985. As of that date, only about
 
percent of the scheduled work was finished. As a result,


USAID/Zambla 
pushed for a contractual amendment 
requiring a
specified completion schedule suspension of the contract
and 

and Agency funding if progress fell behind sched.ile.
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Relationships between Employer Contractor
the and deteriorated
 
considerably between the period from April to August 1985.
 -
A D . dscontinued 
 Apayment-prl

1985, and continued to push for firm completion dates. The
 
Employer advised the Contractor that liquidated damages (which

consisted of the cost of construction supervision) were payable

due to non-completion of work 
within the scheduled period. On
 
August 2, 1985, the Contractor retaliated by suspending work,

citing nonpayment of several vouchers that 
had been certified
 
for payment.
 

Amendment No. 3, 
 August 15, 1985 established the firm

completion 
 date required by A.I.D. However, signirg the
 
amendment did resolve
not matters. 
 On the same date that the
 
anendment 
was signed, the Employer and Contractor entered into
 
a side agreement which effectively nullified the amendment.
 
USAID/Zambia, unaware of the 
side agreement, paid all amounts

due the Contractor for work completed after April 2, 1985, and
 
the Contractor ordered October
was in 
 to resume work. Under
 
terms of the contract, the Contractor was required to return
 
within 28 days. He never returned, however, and on February 5,

1986, the Employer expelled the Contractor and terminated the
 
contract. 
 The construction effort was substantially completed

by November 1988 by another Contractor.
 

Although over three years had passed L.J.
since Whyle and
 
Company had been expelled, little progress was made toward
 
fixing and collecting damages resulting from the breach of
 
contract. The refused in
Surety February 1986 to honor the
 
performance bond, citing 
the fact that the Contractor had been
 
owed back due amounts for completed work. In March 1986, the

Zambian Solicitor-General determined 
that the Contractor should
 
have returned to the project when so ordered in September 1985,

and ordered him again return. the
to As Contractor did not do
 
so, the Solicitor-General advised retendering of the contract.
 
In July 1986, the Employer began pre-paring the claim against
 
the Contractor.
 

The GOZ had taken no further formal action to pursue its claims
 
through March 1989 for 
 two reasons. First, it could not
 
determine 
the total amount of its claim until all payments to
 
the follow-on contractor were complete. The final payment with

the follow-on contractor was still being processed in 
April

1989. Second, the Solicitor-General who had planned to take
 
action in April 1986 was subsequently transferred and his
 
successors had not initiated action to damages.
recover When

briefed about the matter during 
this audit, the incumbent
 
Solicitor-General agreed the should be
matter pursued and
 
promised to take appropriate action.
 

However, we believe that the Government should have taken
 
prompt action 
in April 1986 to collect aimounts known to be
 
payable at that time. 
 These were primarily in two categories:
 

-7



The ontractor had improperly removed from the project site
 
an 
estimated $1.5 million of equipment contractually vested in
 

___th Iny~.-Prompt - action-Pin--l-9 86 --could---h-ave--retu~rn-ed-tth-eequipment to Employer.the The current status of thisequipment is unknown; however, 
if st;Ll in the Contractor's

possession, its value is considerably diminished.
 

- The Surety had refused payment on the performance bond ofZambian Kwacha 2,980,047, which in March 1986 
was equivalent to
abo,t $444,800. Prompt action in 1986 may have made 
 this
amount available toward damages. The GOZ still
may pursue its
claim against the Surety; however, prompt recovery of the
damages in 1986 would have made 
additional funds available
 
toward project activities.
 

Both A.I.D. and the GOZ were darmaged by the Contractor's breach
of contract. A.I.D. disbursed more 
loan funds in completing

the project than it otherwise would have. 
 The GOZ incurred the
same damages 

the 

as A.I.D., as it was obligated to eventually repay
loan funds, plus additional damages, such 
as the economic
loss from delayed delivery of the completed project and the
removal of equipment 
 from site before construction was
completed. However, 
according to a REDSO/ESA legal officer,
A.I.D. did not have recourse agai:,st the Contractor and could
only apply pressure on 
the GOZ to have the matter resolved.
 

The exact amount of the damage incurred by A.T.D. and the GOZ
 was 
being computed by the construction. supervisor as of April
1989. The was
cost being computed in 14 categories (Exhibit

). Although the total damage will not 
be known until the GOZ
completes its estimate, the construction supervisor indicated
that the additional cost was likely to be about 
$1.5 million.
This figure may be reduced by the value of several of the
 

Contractor's claims which could prove
ever provides the valid if the Contractor
proper documentation to substantiate 
his
position.
 

The amount that might eventually be collected was
questionable. The net amount of the claim was still being
calculated as 
of April 1989, and the collectability of the debt
 was uncerlain. However, a large net 
claim was expected to be

lodged against the Contractor.
 

As of April 1989, USAID/Zambia was planning a follow-on road
rehabilitation project, which 
 would extend the road
rehabilitation efforts 
 another 53 kilometers from Kafue to
Lusaka, Zambia. A contract for the feasibility study/cost
analysis of the follow-o. project was expected to 
be approved
by May 1989, and USAIDiZambia expected to obligate funds for
construction during fiscal year Before
1990. approving a
construction contract for new
the project, however, we believe
that USAID/Zambla should require documentation from the GOZ

that clearly shows that 
it has initiated measures to resolve
 
the outstanding claim.
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Management Comments' 

r.r-espond-ng-to--t-h e-dra ft- a.ud.it rep tUSAI D/Zam Ba -sta tedthat 
they found the report to be basically fair, balannced and a
useful management tool. 
 In addition, the Mission in
consultation with the construction supervisor, suggested
reduction of the a
estimated additional-cost 
recoverable from 
the
Contractor 
to $1.5 million. 
 The Mission also felt that 
 the
report should 
not require recoveries 
from this project to be
applied to the proposed Kafue-rusaka 
project; and suggested
clarification 
to the effect that 
a
 

delays to resolve the claim
were more 
a result of the lengthy claims process than a lack of

action by GOZ.
 

In addition, 

word 

the Mission suggested certain clarifications and
changes to the report. 
 (See Appendix 
I for full text of
comments).
 

Office of the Inspector General Comments
 

The Mission's comments have 
 been carefully considered and
certain changes suggested 
by the Mission incorporated in the

final report.
 

Initiation of 
 legal action against the Contractor before
approval of the Kafue-Lusaka contract, 
is considered responsive
to this recommendation. 
 The recommendation will 
be closed upon
receipt by 
this office of evidence that shows 
this action has
 
been taken.
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B. Complia-nce and interna] Control 

Nothing came tn our "tt:ton of a cornn!D.,,ance or internal
con[ rc) rratt er thaL concerned the speci fic audit objectives
exaci: nod during thi s audit. 
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AUDIT OF
 
KAFUE-CHIRUNDU ROAD REHABILITATION
 

PROJECT NO. 690-0209
 

PART III -
 EXHIBIT AND APPENDICES
 



__ _ 

Category 


1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 


10. 

11. 

12. 

13. 

14. 


Exhibit 1 

.G ovCernment'S Claim Against the Contractor ----;-


Description
 

Increased cost of completing the project
 
Damages for delay
 
Economic loss
 
Security for performing the contract
 
Removal of equipment from site
 
Removal of vested materials
 
Urgent work performed by employer
 
Defective work
 
Overpayment for measured work
 
Materials not performing to specifications
 
Overpayment of lump sum payments
 
Overpayment of price variation adjustments
 
Certification of standby time costs
 
Cost of preparing claim
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'tJLLY WITE THE AUDIT 'RCO 1MENDATION. 

C. I'1*N TAE .I? OF LIMITED USAID STAFTIM,,t
'0'OBJECT--V-:7FI~IT F~ DPOI WITH ATI~ ., T33 I'SS ANCE:,DF A WR.IT OR'IE"ITIATION 0F A r'/.)7ST~MNT

'..N ,) . UF N ~PID 2NT 1ANAlyl33T OF TH3 %iSSION'sPROJECT PORTFOLIO, 
IT WOUL'D 33?UT 1tGSLY DESIRABLE T0T47" KAFTJ -C3I DDi ROJECT TO, REST, I:ISTEAD OF'*TRA CA-I ti:-1VN TS THRbOtJi INS A:2 OUTS 0F, T EUP~o1I'J 
FT3E 

:!~L PoCEs.
OP "I-A ?Ihill~BELI3VE THAT THEL US7 07 9iANA3,ITAL TII9,, 'ILL ?1, TO CLTOSPTV 

ROAD '.2!AjiLITArin~ pio,:~W-~r. 

D. P, ~JAION: THiAT TiF A'.1DIT 12POIT NOT REQUIlE.THAT ROET~,IF A:,'Y, BEE APPLI-D ro TE'Kll 
?OJE. 
 k.I.D. WILL ?EC"ZIVE A.4 A)r^,JA*"CONTRtIrTON TROM,1T3E3 Gl','OUITRv4R FU!IDS TO C0V iAAl TIrI PA~ LOCAL C'R~yCOST3 SO POTErIAL'iECOVERI3S M'223T JUST AS 
WVL1L BE AVAILA.3LZ FrORALT':R'.; 8TIV P.ROjRAr:N BY TH!E GRZ.'ECOV~iqlS OF PO? Nlr-IA!,FO'.1y WILL Kj IMIPOSSIBL1 3"llCAU33COXTRACO T37
1" A LOCAILTy-OW~KWACiA NE IR1 A D EA.RNS OflY',!OVS2AU'lTLY, TF13 COSTl IN ZP-3KIITURE "O?LI~TEDMA'AO~~tA 
 STFFTIME "OUIRE
r,*- TO TIACKr.TU COVERIE'!S di!L' GT ATLr !TCEEDTjZ"HE NEGLl"IBLE 

'3. cO'I11CINTS ON TECRNICAl" IS 3U-dS: 
A.?E (I). PARA 1. DOtS 13.5 MIILLIONl SHOU'D READ~DOLS 13.1 MILLION. (m " IS AN)TSiE2 SII1LAILT ' 

' IN 'W004 2z F:? ZNCE 0 N P ?Z 4.) 

. A? (II) PAR.A 2 . Obfl MOST REZiENTBiASED DISCUSSIOIS INFOIATIDt;ON *017 TAIS. INDICATES .A FAIR.Ta'SlJ5TkNTIAL 'REVISIOh S3O'JLD Bv ADS"- TO THE D)LS 3'-MILLro:i ESTIMATED AD)ITIO'JAL ACOSTS IflCURRED ASRTSULT OF L.J. 45TLIVS 3?EACI 0F TFE I1iITIAL.ONST.RUCTIONI CONT..ACT. ,WHIL3,TAMS 3AS NOTCOMPLMTP THE TOTAL OT Y.-T
F:N'L COOTS ASSOCIAPI:D WITHTH*- FOLLO'Y-O L"-tDOu-'RT0 C-0N3TRUAJlI3N CONT.RACToTHFT IN'DICATEr MAT ACTUJAL ICAzDCOSTS d!IELI.FELT TO BE %-LOSEa TO DOL5 1.5 lILLlOq. 

* C. PA,-- (II)t PkIA 2. Il LIGAT OF W3AT THE MISSION40W UNDRSTAYD-S ABOuI' TqE ZAl13IAq PROCESSR-'SO'VINs; CLAIMS, OF'd: "LIEV3 A ).visri: S4I01JLD B2E9AiE~~~~ OqA 'U TAF3 S ?RT!3ER, TI.T G12 NOTTA'?IN HAS
SF1N A!CT1O,4 TO Efl5U?.L THATS 9~ ONT ACT0 1 EVE CLAIS A~rA1NST4ER7 T!iALLY .,9'S LVD)~ iN Sti-, WE
101 3 "1"1:-V 2 T 1S S7 3.TEM ''T IS MtiC2 TOO :FARSH MNSIAPLISTI.
r, T ON'. ?OI,,lr i~llTE Plj'TrIO.'l IN'T37 RA. 
M~T MUCH 7"" SA'lv AS40"V~ AFT'LEl ?OLLO'A:13TS ,, COMI', ITTlS OF T:17 CLAIIS~~.iMAN7 RZVWii PROC~tSS TflI3USfI~ 
 'WI"' TFE SOLICTORP-J'HTRALs STATE 

lN CLAS I-P 
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ADVOCATES AT 	 LE'AL AFFAIRS, THE ROADS DEPAR7:IENT AND
THE TAIS CLAIMS SPECIALIST, IT IS NOWi OU'l ldLIEF TAT

___THE G37- COULD NOT RA~V"_O~XMI~McE~RI~E 
ACTIO, THA' TiEY ll7, ACCO1PLISED 'TO DATE. A
POINITO OUT BY THE TVIS CLAIS SPFCIALIST, CLAUSE 63 _NZ:AL:OF T . TONDITO S OF T] CONTRACT STIULA.ES 

t ....HAT ?iFI,'AL LIABILITY )F ZAC IJARTYjA.VOT '97FE.STABLISB:0 '!TIL THE iOR TO 'tHE OTEdRIS 	 'O0,MPET-LD. 
~IN 	 FAt1 .4S TO0 T' GRZ, T4 F'I AL IN'JI ICt YR0 .%' 	LE D0'T-1.To' (TT PIVOTAL I F.1!,.TI0 FO.R ,RZ COURT
ACTION) 9 NOT YET BEEN COiMPLETD. CONSEQUENTLY,

"A1S VAS JOT FINALIZED TU PROJ2CT COM1PLETIO': REPORt,
,HEr W;YLE CLAIMS REPORT, OR T0 * RZ'S COUNER CLAI'l ,
 
AGAI'ST dHYLE. (ALL THREE REPORTS, 10IC2 ARE

CRITICn.L PISCES OF INFORVATION FOR TH-]
SOL! CITOR-GEN-AL 'S 03'31T CASE AGAINST '1HYLE, ARE

DYPElDE'JT ON DEIER:INIAG LENDOR-BURTON'S FINAL
 

, CONSTR'JCTIDN COSTS.)
 

IN .IV)SI HT, IT APPEARS THE ROADS DEPARTMENT ALSO

DID JUST ABOUT ALL TcEY COULD H..W.E DONE. THEY TRIED
 

'TO DRAd DOWN ON THE PERFORANCE GUARANTY, ONLY TO BE

REFUSED BY THE, SURZTY, THE ZAMBIA STATE 
 INSURANCE
CORPOPATION (ZSIC). ZSIC REFUSED TO ALLOl THE
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DRA WDWN ?A 7CITI D NTS WI Ti.ELD HR'ELZ BY

A.I.X, 
 77N TFO'JG! TEE PAYMEN-3 WPE AUTHY~IZMD AND 

COML3* ISSLJ- OF07~p~~ TAKEN ~r-O 1 THE SITE ;WASUSO %03,jU5TD~3f TIRP 9rD?ATM,-NT AT THY TIM EMACTWA C:) II 1'ED BY -WYT . 'BECAUSE, 03' COmPLICATIOiS 
~RIIN~FRM AI.D'3FAILE T~) i~t.10R C7RTIFI2;'D?A~hEJT7T3 SETMS TO TIAV? EZ CONFJSio 'I Ov'Th

-K"T IS 3" 0? WE'-MH:' T-3 vmILOTIR OR, Tqz- CNPATORASCONTRACT!3ALTT TO ?LA'-, DZ7RINO Tq2 CRIT ICAL PERIODIN YEB?3ARY 1995. IT TS A FACT ~. I TO ThIS DAY TIA7 3OTH,OrJ A TA~c BELIEVE -r AT A.I.D. GAV7, 'HYLtWRiTE
. L,;AL 13VF A'31 AT T A TI'IE 1! lvTEO"'0I"~ PAY%4,NTS Az?RI7)v-T THE ROADS DEARTM1v;TAND TV?-. A1.D*.- VlI'k3^1D CONSULTANT~. 11ILE 2?alU!NT 'MA tSE TO T% CONSARTICTION P10JECT,'*EYL?*SM. L--J OAt (UNL--3-3 HIS BANK 3kD A LIEN04 SO'1' OF T17? 7UIPr,4). 

'. 01 A'O':Wr 'I-FALT 17,1I7,7- THAT 73- AUDIT 1"UST4R'PCO1 V 7. TIA T T.HiE D.;'JA,: ABI.CE Jr HAVE: SFEN, AIr?PROBAB,Y IORE A PEStILT 0F 4H LhH
%IVSPRCS
THAN A LACK O- S*JFICI-:;Z' ACTION -:T "M .(TI:)ECOMMNDATION AP?*LI~oS TO SIM~ILAR TFM NiCES TO ALAC( 0-F ACT!O'i ON PAII 5 OF TIP RAF.)

1) II.TUHE DRA~r STAT13S T74'" AFT"IR TH...PWOVTRM- TOR WAS ?LLE ?OmsTSEE-. SITE, Tir EMPLOYERDI NCT ATTEY,?T T!O 27.0O VHR DA9A0-%S RTSULTING IRO.1 TEIONTACTO..'S5 PREAC OF T--E CONT'.ACT.
tNDtCk"w TEAT 01 UAI! 7, 

0U.1 
F?73 ,1936 T1:- IOADSDEAUT,13 VR')TZ T) MH 5333?7 (ZcIm) TO !D.Ai DOWN onTI'.!o MPFRNCF "'JA 4 "t 

A 
PROVI DED 3T T33 1OflTRAC o?0jPJ EBRUAy 20, 1985 3Z-s?0lsE.'OROD,

R.FFUS ') 
? AT TqH: DiAWDOW'y, CITiN1, 
 OFA~S~T3
OTRA3'11R 'S IN01 S W ~C31 -4E 
TH-Z

A?P OVBD F %ORPA'E IT'T TFH 7-1?L0Tq d: B1LIEV!21 THAT A SIIILARON PAG-r 7 0 F T E JRA~ 5101-*) 
ERN.

37 MODIM)~ 70?STO%0TRI FkCT M~AT THS i!PLOTT DID !U FACT A2E ATO2 
BY T.43 CONTAC?.A"BO3AC 

?AP. (111). WrLIVETHTTZ! TO TEH A "OODI7I-ATION 5E3DJL);)-L STATE:TIP TSAT T36- "-9?LOY! I O 

DZL~v'"EAL ACTION." AFTER LEARIIN;' "HAT THECPNSON O? LZ IAL AIT ION IS A CALCULUTI0'i OF FINALPROJEC? 
COST.-- 41: FrE 4AKTIE ?!RSON SITTIN' IN TAF5-'C AIR 3AP LITTLZ ~O G TO07 DO VIT! TH! TIMEOt4SJ1TP;' ? 1TO,3CrSS IYI!TE~!L. A T1'I1t; AIAINST~1YL.(TIIS VIT'W iAS #:D4I~ea~ ST T.ITZ TAMS3 CLAIMS
I pZ c Is 4. ) 4' 17t IT is uD5OLTrEL? T.RUL TEAT 
 TEE-:
S~A Bi P~rIfl-'JLLT StLo", 12 Tj'3IS ALS) THAT07","n, 0F TIZ 5-1'TR. 4.A3 ALM'AS B771 COO?7,2!rjVE ANDDO-'V5! Nm S'. ITHA WO'lNSt.;::Ear': 
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Appendix 1 

NC LAS.S IFTIPSD LUSAKA & Page 6of9 
RE 0 U IONO THAT 4L , ESONA REF E S TO:. yLASRESTULTIN FI1 CT7!A)S IN TH OPFIC3 OF THPSO. UNW MUPT AED FROM TBE R MANG ITE
PROVIDES LITTLE EXPLANACRY BINFIT, 
 IS IGLY
 

SLIDECUL. TO -AO -Zg ITO TO
-SPO A, T-IVZ ND C U TND-3 TRI REQN TALUSAID COXINTIBUTj T BETWRLATIONS MPWTH T3I. S-" 91) 1.ZK5MI 1N
IS INTEflT ON TAIING 
.r S WHICE WE D .
LOTIONS PIT
F. PA-7 1,PARA 2. TP REF- c TO TSE "RZ>OA~TRIWurION OF DO'S 4.3 '1ILL!O:3 REQUIlES~ CLARIYIUCArION. IN A!!N,-X A OF TEr, PP, TE' 'R',PLED"YE- TO CONTRIBUTE 'BIVYWEEN Z7 '4 AND ZK 5 MILLIO:J;TOWARDS TRE REEALITATIONOFOA9'. 'USING1 TFT AFUDCEIRTJNDUWHA&T M113?: 3AVEAT 73V 

333N THE BICHANG-3 RATE'MTil OF THE PP DESIGN, THIS AmOrJNT WAScON.4V r~ A.I.D. ON T3i ?OJPCT4,T)'- PAPE3R )ATA SH331'TO A GiZ LOCA CURIENP' 'T IRJETION Ew'UIVALF 'NT TO0OS46~I~o~ H 'Z" ACTUALLY CONTRIBU"E?Xc".S Or ZK 6.4 IMILLION I' TITPOJCWELI

EXC'I SS 07 ITS ORIGINA T PL3DGE.v
 

. PA"'3, PARA 1. TH.3 R3Fr -NC*- TOTHE FCLLO-ON REHAILITATlOq TH!,"DIN'EFFORT SHOULD BE STATEDAS A "F-ASIBILITY STUDY/COST ANALSIS." 

'J1lClASSIFI E. 
 LUSAKA ZZ2325/23 

( 



?.P3~7LAST SEN TFNCE OF PARA I. T.ASA ""SLT, A.I.D. STATT 7-"SkAND THE 3OV7RN'l1IT NC'JRR-DADDITION~AL COSTS OF7 ABOUT DOLS 3 MILLIO ' S -'E ,SIMPLY T .7 W70OJG "AUSE A.3D TOEFFECT P-'JATIONS WF.----.,*P I j-7 -lHmIT 7 L -ACI. F- fOMPFTNCIWAS T77 RE;!, ' CONTRACT OR"JA-S- Cr ;I03T PROBL2r S ZXP RI31"D UNDER7Ln ? kT S F T1 'DR 0J* CTI ,C L'J IN '103?I SC: .ASE-:P COSTS TO TH--PROJEC.P. WlT
DICJ3~~s'ilT-; T3r- TAMiS CLAIP SZC IA' ISr, TE?RI1~y L33"1"NT3 OF ICA CISTS Q3R ADDITIONALCJOUST?'ICTION SUP-E2VISIO)V AND CERTAIN '1OBILIZArIoNJ?'S7ES P.1LATE) TO THE L-JDOR 3tJTON C3.12ACT.REG 7!.TjSS OF TI i7- SPE73 'IF OP]T'ATION3 A? L.EGAT,AFFAIRS OR Ti7 ROADS DFA~~WA SEC30)C3~r~I ONTJRACT R FAD
JOB TO 3-7 5.13;nl TO FTNISH THENO"' CODLT E r,,'A~ THE ?7PORT SEEM.,) TOIMPLY TiA? !NCRE.AS E- COSTST dFRE- IN.J?-RE:D BECAUSE 0-?A fTlO'l AAT :!)ADS3?LAT~HA 0.1 LEGALNOT15NEI?~I?ARTICULAI"f:,F~kuIsA' LEVAIT TO T3.E 

I. ?A*2E- 1, PA?.A I . 301F DISCUSSIO!! MATAM1L1- T1.7 BE 1EVtIRED TOSTATEMENT "A.I.D. DISCONTI'1UED ?ATMENTF.Po:~i COMPT-FT' APRIL 2, 1995, AS1101 PA! 703 IT V'YJLDWo": ?r;F 2,l-IJ 111DUJR 4 P.RIOp I.N dHici
THEbr-E QAS NOT A VALID CONTRACT." IT 13 T9Z
UN'L"-.11 7OCAL. PO~iTlOt;
} AS 

S* BOTH ROADS M'~ 'Av.S THAT'H A VALI) v 1T.";T DU I.1 T":' PZkIDI-QU t m 0. TA'1S S7,kTES THA T THI.1 TIr VI14 OF A." D. ATREFL7'mT"Z A IFASIC MISCOSCv#PTIOI,; OF TES RZOOST R'CT:ON "O,1TRA-T WITH L.J. VBiL~WICH IS BAS3DsjEN %TON (IN? IOA'a 
;"? 

Col",3 'IUCTIO-1 13OSTiACTI Noi) FIDIC"0010 TO~IO ',S . A-",CCIDING
TH IS 7!?? TO lkIS, A CONTRACT OFIS VAL:D UN,El'S IT IsS S?'ZC I?I!VALT.Yrp-iTi( 
 CLAJ3-, 5) )R UflTIL THVOrlKS 3AVEC~i'l!) 3EZEN.MAI~oTAI 'IED(FOR
MN~AL ?AI'THAS BET!; 

1 IF-AR I.N TiIS CASE),t ANDAjILED 1!1) M1ADF.T'EA' AI -T. D"CX~ TI ST )? MA<N 
THE FACT 

?AYv,2?-',qS AT THAT,I~SIL
ITPRESTMTS A POINTA.I.D. %'%F CNT' IT104 B33TENAVD TEE -33ADS DEP.Tl~ENT. 

J. PAM,,: 1"7# P4%, 2. IN -AIP.N35"
BZTIEV:E TO TiE "RZ, WETHAT ?H~~sTO TREIR NOT TAXINIG ACTION5Ho0Tui)CONTAlN T97, CLAVIFICATIOI TEA" V7PRY LITTLEACTION WAS POSSILF, UNTIL TI~LCQ.N3"Ah~T!N COSTS4. - Al;AILA LF. UADWOE LLTTIR Ts.7P13~S5IN'J OIP3BLIEF O TH7 '12ZL
T3AT Tff.V,RESOLVITD, WLZ ISMUS SSOULD BEAND IN FACT, THE GRZ HAS A R:EED TOACTIONS dHriH BOTq 31"? TAKE T.UZWNUSAID DE5IR.E.TBERO01 43 AREDTLIGHT7D 73AT TqzE '1INISTHTAFrAI' 1S READY TO OF L3GAL 

'l.' FIVAL. TALi~ APPROP IATE ACTION NOW T-*ATCOOSTS WILL 3,10N 33 AVAILABLE.
"ThrArEF i3 ARE ALSO'L 7.0i T47 TOITA,OF RIG DBC'j$E WETBT 4~U'r! IS FSEEL TaATA Ucrt*T;L M1ANIA11'ZNTOOL.I.N '. 4E'JTL IN ?.cI AND 'dASC S !; M NECZSSA;I~f ATT3NTION.<.VSOL'0r TO7 ERAL VEr'T I.'.?O,A~iBiLIEV& TgA'" TIE WAS 

MSU'ES. 30'#Z73Rt WEPRIARIL?7 CON3-.h:Zo 3T THE 

UNCLASSIFl!D LUSAKA 002585/04 
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.4~ ? , IN T~ A~FI CIE'N'T AT NO AMOUNT OF S?3w:D O:ILEGAL AFAIRSCOS 3 T OIMOR7 COUJLDAVCOLTDCONS RUC D HAVE". CO-MPL.ETED . : IONCL RAT ORE QU~ KLY AND,AC LEGAL SI'NiIFICANTLTACTION. 

\J- PAGE ii, PARA 2. THE R"IFER-ENC7 TEAT TEEUPIN
E"VvD FROM THE SITE LiaALLT BELONGED TO TE'EN U


~M'O!~ SOID BE MODIpT31)
EQ!~pMNrS TECHN ICAL'~T,• ,CO NS T-R UCT IO !;C'JLDWAS HAV' R-b4AINED AT THE. C-o wrz' +, . .. . : _ , SIT:ENIS IT ., UNIT ILVESTEDJUTWD~; ,ASOPL
TED 'UNDER THE CONTRACT.ED BECAUSE THE EQUIPMENT WASYET, ACCORDIN- TO THESl+.3STED 2.m.T EQu p, T.Z
~3NRALTINTFFE"'TIVI ARE CONSIDZ.OBLT LESENED + 
O WNF. ALATT WHEN T933 CONTRACTOR AN-D 

1,3 TTO0I ,TAMS, IS NOTFOR LE3AL OWNERSP THETHECOURT IS ATO DECIDE SO'COMPLICATIDN THIS WAS AFAC3D B RDADS.OEFFECTIV I ACTION IN TA-IN", QJICK ANDTO SEIZE THEEM E.UIP EWTIHLOM ,H WHEN WHLESITE.
TAT SINCE TEER" WA"WEYLE ACTU4LLY SOME DOUBTOWN-Em THE EUIP:MENTIT IS D[FICTLT IN QU3STION,TO SA WETR" kCOULDV1 RE4LISTICALLY THE ROADS DEPARTMENT 
TFORT1 BEEN SUCCESSFULTO OPDv I1 ITST7..EQjI?-NT 3ACE TO TEE SITE.
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.12, PARA 2. 
 TAMS CONFIRMED THAT THE 1
SU B. CATEGORIES. . C..TAINED IN THE RAF ARE STILL 
COST
A.N . .......nTr:' - ,R CT , -LT---.' T-THAT--SO,l -- ..AR.. -W'.-N " - P, u'E D...nX...... . ..
 .
..... .7ALJ. D ATERO.
 

L. PA3 12, 
LAST PARA. IN EXPLAINING 30d TH
INCREASED COSTS ESTI. ATEH3R3 O DOLS 3 MILLION WILL 
TH I MAY 

MMWE ADDIN. TiZ FOLLOWIIU COMMENT.BE REDU CFD BY THE VALUE UT SEVERAL OF
WETLE SCLAIMS WRICCO,"TACT COULD PRCV..VALID F STHE
PVTR P.IOVDDS THE
SUBSTANTIATE IIS POSITION. 
?H'OPER DQCu.m'1"TTION TO
_P11. HOWEVER, W3 AG3FE
THAT.A LA., V'V,CLAIM IS STILL EXPECTED TO
AGAINS 3E LODED
THE CONTRACTOR. 
END FfI.
 

4. PLEASE ADVISE IF AND WHENTEE MI3SION IS ANY FURT3ER ACTION BTREQUIRED. 
MCCALLIE
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