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MEMORANDUM FOR 	 USAID/Pri Lanka, Director, Peter Bloom
 

FROM: 	 Ri c&.1W t Ur'A cV, 4vA/S 	ingapore 

SUBJECT: 	 Audit of Controls Over Equipment
 
Utilization in Sri Lanka;
 
Audit Report No. 5-383-88-5
 

The Office of the Regional Inspector General for
 
Audit/Singapore has completed 
 its audit of Controls Over
 
Equipment Utilization in Sri Lanka. The 
report contains two
 
recommendations 	 which are resolved. Please advise us within
 
30 days of any additional information relating to actions
 
planned or taken to 
 implement the recommendations. We
 
appreciate the cooperation and courtesy extended our staff
 
during the auidit. 

Background
 

USAID/Sri Lanka spent over $8 million since 1979 to procure

commodities, including equipment and vehicles, 
 for four
 
projects. Two of thcse projects, Mahaweli Ganga Irrigation

and Water Management, involved heavy equipment for
 
construction and maintenance of irrigation systems 
 and a 
third project, Agricultural Base Mapping, involved the 
procurement of machines and photo equipment in support of 
map making activities. The fourth project, Reforestation 
and Wate(,rshed Management, had completed procurcments
total]ing about 3864,000 primarily for supplies and small 
items anA f or 	 some, v'h ic Ies , but not for large equipment. 
Only this latter project is active. 

A.I.D. lHanfdhook 15, Chapter 10, require., Mi ssions to either
monitor the Borrower/Qrantes ' system or establish a mission 
system t:o 'n ure e I fect .v( commiod i ty utilization and, when 
nece ";; ar y , I nit: at, ap)1r (}pr i at.e cor r ect t i ve action such as 
trans r r I rqg ,qu imni t to o t:hCf projects,0,um ss. i refund 
claims, )r (Ii spo ;ing of the equ ipment, Handbook 15 defines 
effect i v use of project commod i t i es as use x n acco r dance 
with project implementation plans. 
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The project agreements 
 Placed responsibility
Borrower/Grantee 	 on the
to ensure that 
the commodities were 
 devoted
to the 
 project until completion and thereafter used 
so as to
further project 
 objectives. 
 The agreements provided 
 for
A.I.D. to require refunda from the cooperating countrythe cost of 	 for
any equipment not used effectively in accordance
with the agreement. 
 The right to require such a
continued 	 refund
for three years 
 from the date of the last
disbursement under 
the agreement.
 

Audi t 0 yt i _!,and S cope
 

The ohj-ctiv,: 
 of this program results audit were toeva luate USAI1D/Sri Jank,'s monitoring and controlsequipment (t~il zion and 	 over 
to determine 
 if USAID/Sri
took t ma]y and appropriate 	 Lanka 

action when equipment was not

effectivelv utilIizel .
 

The ud i t was condILucted from September 
 to October 1987 bothat "SAID)/Si Lanka and at the Government of Sri Lankaoff]crs where car tain equipment data was maintained.in-country tr vel rstr ictions 	 Due to 
the 	

imposed by the U.S. Embassy,
auditor: coiuld not 
make site visits in December 1987February 19B8 to 	 anddi:;tricts v'here heavy irrigation equipmentand 

work 
the ralaa-ted utili :ation records were located. Auditcnsistd of isculsslons with USAID/Sri Lanka,Government 
 of Sri Lanka, and contractor officialsincluidedI roYVi,,ws 	 andof USAI)/Sri Lanka and GovernmentLanka reop"rt:; and (ata 	 of Sr i on A.I. U. financed equipment. Theaudit also i :luded visits to sites within the AgriculturalBase I,,pih n q and Reforpsta ion and Watershed Management

project s.
 

The aud t 
 w,,s hamper ed in several 
USAIIl/Sr i Lanka nor 	

ways. First, neithe;
the Government of Sri Linka centraloff ices, were ahl e to provide us with verifiable listingsequipmnt 	 ofpu rct,idsd under two the or forumalI record; 1iowi nq status , 	

of three closed projects

condition, and 
 locationpurchased equipment. Therefore, certain data 	

of 
in this reportis based solI ely upon in terviews with cognizant GovernmentSri i an k o11 i(i Isl., irn formal records, and where 

of 
possible,site vi'it So (dile t) the absence of coiplete formalinventory I e/"I anid other ai 1 t rost.r ict ions, we were notable to quantiit y t in' total (hllar va]lue of itemls auditedthe 	 ofA. 1.1). I iuin td Co, rii t i:;p procu-red f or the fou r projects 

USAI l/St i larnka eoinlriLs; to the 	 dralft report, included
Appendix 	 as1, have ben cons idr, ed in preparing this report. 
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The review of internal controls 
 and compliance was limited
 
to activities related to the report finding. 
The audit was

made in accordance with 
 generally accepted government

auditing standards.
 

Results of Audit
 

USAID/Sri Lanka did 
 not adequately monitor A.I.D.-funded
 
equipment and consequently, did 
not know that items were not
 
effectively utilized, 
 poorly maintained and in 
 some
instances severely cannibalized. USAID/Sri Lanka,

therefore, did not initiate required to
action transfer
 
unneeded items to other projects or initiate disposal action.
 

To improve utilization, the 
report recommends establishment
 
and implementation 
 of a commodity monitoring system and
 
corrective actions on 
specific equipment items discussed in
 
this report.
 

USAID Needs To Establish Controls Over Equipment. - A.I.D.
Handbook 15 requires USAIDs to establish a system to ensure
 
effective utilization and maintenance 
 of A.I.D. financed
 
commodities. However, 
 of the 38 million worth of

A.I.D.-funded mc.jor equipment brought into 
 Sri Lanka during

the 1980s, at ]east 
 31.6 million had not been effectively

utilized and maintained during the last 2 to 
 4 years. This
 
situation occurred 
 primarily because USAID/Sri Lanka had not

established an adequate commodity monitoring system to
 ensure effective utilization as required by Handbook 15.

Therefore, USAID/Sri Lanka 
 was not aware of thisunderuti]ization 
 and did not consider the available
 
corrective actions such as transferring or disposing of

unneeded or inappropriate equipment and assisting in

obtaining spare for
parts needed but deadlined equipment.
USAID/Sri Lanka was in the process of saving approximately
$2 million by considering the use of existing equipment

rather than purchasing new equipment. it still 
 has
opportunities to additional
save 
 A.I.D. funds by

reevaluating project paper commodity lists; reducing
equipment requirements; and transferrinq, disposing or
issuing a :efund claim for equipment that cannot be 
effectively utilized. 

Discu!sr; Ion - A. I. ). Handhook 15, Chapter 10, requires USAIDs 
to take, r:r tain steps to ensure effective utilization of
project commodit:ies and, when necessary, initate appropriate
correcti ve action such di transferring equipment to other
projects, iss;uing rpfund claims, or disposing of the

equipment. Paragraph IO.D of this chapter states: 
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USAID iS responsible for monitoring theBorrower/Grantee's system in a manner appropriate
 
to local conditions.
 

With respect to project assistance, this usually
 
means the review of project progress reports to

ascertain that commodities financed by A.I.D. are
 
being effectively used in 
the project, or if not,
 
are transferred 
 to other projects, or otherwise
 
disposed of as approved by the USAID. 

Appendix 
10A of Chapter 10 provides a model mission order
that provides for the USAID 
to monitor equipment maintenance

if the Government 
 is unable to accomplish it
satisfactorily. 
 It states that the 
ISAID should determine
whether spare parts support and repair and maintenance ace
adequate. If not, the handbook states the USAID shoulddetermine why, and 
the Government's 
intended solution.
 

The project agreements placed responsibility 
 on the
Borrower/Grantee 
 to ensure 
that the commodities 
were devoted
 to the 
project until completion and thereafter used 
so as to
further project objectives. The standard 
 provisions in
providing for refunds 
 stated that the
if failure of

cooperating country comply 

the
 
to 
 with any of its obligations
resulted in commodities not used
being effectively, A.I.D
 may require refund
a from the cooperating country. The


right to recu ire 
a refund continued for three years 
 from the

date of the last c]ihursement under the agreement. 

The Governmeint of Sri Lanka had not effectively utilized andmaintained high-cost commodities and USAID/Sri Lanka had notestablished a monitoring system. In fact, certainA.I.D.-funded equipment was poorlyso maintained thatUSAID/Sri Lanka is funding replacement parts make theto

equipment once again operational 
 for use on a subsequent

project. 

Utilization and 
Maintenance 
- While the one ongoing project
i cluded- in the review, the Reforestation and Watershed
Management Project (Project 
No. 383-0055), had detailed and
complete commod itv lists, there was no verifiable inventory
list of 
 equ i pmen t acquired under the two closed
A.l.I). - funded projects at either USAII)/Sri Lanka theor
Government of Sr i Lanka impleomenting elfic1 (:. 

Upon r e.qu st by US AI )/Sr i laka, thec Government of Sr iLanka's Irrigation Depar tment prepared a listing of 60 
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equipment items 
 procured under 
 the Water Management
Project. However, 
there were 
no supporting records
listing. It was prepared based upon 
for the
 

personal knowledge,
informal 
records, telephone conversations, 
 and recollection
of various people. 
 Twenty nine of 60
the items or 48
percent were listed as 
unserviceable.
 

In addition 
to this listing we 
 were able to obtain weekly
equipment reports 
 from the Irrigation Department for 
the Gal
Oya districts in 
Ampara covering 17 
 weeks during the first
half of 1985. 
 These reports showed utiliza'ion 
for 19 items
of heavy equipment that 
 were provided under the 
 Water
Management 
 Proiect. 
 Seven 
 of the 19 items were
unserviceable, 
or out-of-order, 
for the entire 
 time covered
by the reports, and eight for part of 
the time.
 

Even equipment 
 that was serviceable 
was 
used very little.
For example, a viorating compactor 
was not used and two dump
trucks were used only out a
19 of possible 102 days.
Information 
 from various 
 sources indicated 
 that items

costing at least 3] .6
Management Project were 

million acquired under the Water
underutiLized 
(see Exhibit 1). This
occurred 
 for several reasons, 
 but the major factors were
budgetary constraints, the difficulty in obtaining parts
certain makes of equipment, 
for
 

and low priority needs for the
equipment. 
 For example, stone
a crusher 
 costing 3625,000
was acquired in 1981 
 bat never effectively used. 
 It was
sold by the Irrigation Department during 
 1987 to the 
 River
Valleys Development Board (a 
 quasi governmental

organization) 
for about 18,000.
 

Most of the equipment acquired under 
the Agriculture Base
Mapping Project was functioning properly and 
 being used for
project related 
 purposes. 
 There were 
 some notable
exceptions. For example, a flIptop printer
and accord ingly was too small
had never been used. A large and complex
film developer required eight 
 gal lons of costly developing
fluid which made 
it uneconomical 
to use because of the 
 small
amount 
 (f film to be developed 
 at any one time. A large
specially designed camera costing 3 53,455 
 that essentially
occupied an entire 
room had been unserviceable for about two
years becu;, one of its two small motors had burned out andhad not bee(zn rel aced or repair ed. Additionally, two
three fI]od I m-p.; were unse r vi c-a, 1e 
of 

because the bur ned outwe.re toobulkb!; e xPens ive( to rep] ace local ly. There was nocontact 
point to obtain the bulbs from the 
 United States.
USAI V/Sri Lanka 
 should assist the Gove rnment of Sri Lanka toobtain neded repairs and 
 parts and dispose of unneeded 
equ ipmen t. 



A fliptop printer 
 that had never been used

because it waF too 
 small for map reproddction
 
purposes.
 

A burned out electric motor that left a $53,455 
camera unuseable for the past two years. 
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The Mahaweli Engineering and Construction Authority has 20
levels and seven theodolites (surveying 
 instruments)
deadlined 
for lack of parts. 
 One of the theodolites
five levels 
 that were A.I.D.-funded had been in 
and
 

the repair
shop since mid-1984. The theodolite needed a bubble and the
levels needed 
 an automatic 

the 

leveling pendulum. We believe
Irrigation Systems Management Project Officer 
 should use
project funds to 
 repair this equipment rather than purchase

new theodolites 
and levels as planned.
 

Me 

A. 1.1).-funded Theodol ite and five l ev elIs thathave needed mi nor repaiI s ,ince Mid-1984. 

Due to poor"o"r r -, at both US Al /Sr i 1,ank a and theGovernment of Sri lanKa, it Wa; not L!eas.;i)ie during theaudit t:o id'nti fy a] A. I.1). -. :iindeJ major equipment itemsnot offectively Lt i1! zd. W_ )el ieve Lthat it is incumbentu)on tt, I[J5AI1) to id nti fy ;ue(.h itern:; and to initiate 
alppropr Iit ('()I I ct Ivf ,ctl on. 

fI.I 1('a nn1 1), 1 i ( I I]ll TI L - Ti. ! ) fec t 1),ap,, r d id notI iVd l y ,dtrh,; t h<PC need for t h, Cov(,rim (-,nt 0L SriLan K,I l, fIor l.d ( - v _e (I) ] in-r; to m(i ntainA. I .1). - tinlet ((lI, plirlit . A(,(-)rdivnql y, "(pI ,)11'*nt tatla was
11 I t a II I I I II[ I V - f()o, I . I Ilv. ly 
 Imino1l)r I-(,,1';()r1:; haid beensl I f ' : V , f:t l#) rt'xt1,a!;ri ,,,, 11ihntil, I i Zt i on . Thi.s e'q+ flLm ii I.omaynow ) ,l'.yoiLd ,:, e(.(onoll r ,.1a r Vhnr(ehy 1 0,'qLti r i n (3 aIdd itionalox-pe, rl(d I t ire of A. I . 1). 1 ilndl; I or ne(w '(Iit i pment. to meet
r(.,(tl ref, mint-,; fo r (, u t- refn t al( futun ret, proj ts.ec 
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For example, A.I.D. funded 10 
 motor graders at a cost of

about $400,000 
 under the Mahaweli Ganga Irrigation Project.

One was subsequently damaged beyond repair in an 
 accident

and four were transferred to the Mahaweli 
 Economic

Authority. In 
Mach 1987, after the project was completed,

the Government 
 of Sri Lanka approved the cannibalization of
two graders to provide parts 
needed by the remaining three
 
because there were insufficient funds buy needed parts.
to 

Information was not 
readily availabl, on the status of 
 the
 
four transferred 
to the Mahaweii Economic Authority.
 

The 35 jeeps purchased in 1980 under the Agricuitural BaseMapping project hao n-it been utilized effectively. After
less trtan 8 y'ears, s' voral had been dismantled for parts and 
many oti , n wwro not operational due to excessive servicing
recu ,irn- ,s. This occurred, in part, because a largenumrnLr of jeeps had been rannihal i zed since spare parts were 
not avai1 able. Also, of the 24 jeeps purchased under the
Water Monagom-t Pr eject, only nine Onewere serviceable.

]eep acs 1raou uide r the lef oreeLat ion Project had been

driven only abouiLt 4,9370 mile.; It rece 
ived some body damage
to the a d was halizedside (aib 1 rather than repaired. 

A lac: of par t:s av i labhi i ty or funds to purchase parts canlead to ca:nnial 1zat-ona leaving costlIy equipment useless and permanpn ly -abdl i ,,.. 'ihtis not only wastes appropriated
funds hat. eclp t'ides ';i qs from being realized on new
A.I.D). pro]_c:ts when 511imilar new equipment must then be
purchased],. In ord.r to cl ear ly e;tabl sh the Government
Sri Lanka's ; it provisions 

of 
r irbpq,, i r, r equir ng plan ngand I tin 1 Ig o th mamntenance of A. I .1). - unded equ ipnent

need to be- Ilti ,d ir Ilt tire project uocumentat ion. 

Purcha;e of Nw Epr plt'yp- - Purchase of certain equipmentfor tthe 0 I rr 1Byhit yte shlW I bys ManaqmenL Project could 
dupl ica "X St in' A.I.E.-funided e equipment.iM 
 Ti s COuld 
occur b:cul; MlAlli/Sr L,anka does not have an inventory of
exintlrqig orequipment c(nLrclIs to 
ensure available resourcecs 
are conn>iid (2 Wt'* s; to~q] i r; ltt ie r e eri, lt for new 
pro ,*ctq. 

tl'i lMriot Waswith il , l ,l tioll! l iI m'si 

t!hll lIl *: i) h d 1 our#i.(t I i -t II c it i ct Ii- i and 
tien (.l ) I id I it iml Ii (01 fI I 11 i tin l I ' c,du,[I( 1 th 
al't J" 1 . 1 trilIIl) lot) lo ild )t~U 1 •.2 mi1]lion, a, i -duc't i On o f 

project fudsil fI ao u t 3 2 Ill ion 
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This ad hoc approach will fully
not consider similar
equipment in the other 79 
districts that may also 
 be idle
and therefore subject to 
 transfer. For example, the final
evaluation report of Water
the Management Project stated
that the project was left with 
a large surplus of equipment
costing about $3.5 
million. Since this 
 equipment had about
an 80 percent remaining useful life, 
the report recommended
the equipment be transferred to 
other projects (see Exhibit
 
2).
 

Whil 1e some transfers 
 were being made (two non-motorized
 scrapers used for n Farmth Wh- r Manayment Prolect werpexcess to w,id and were being made available to a new 
Projoct) no systemidle or ,,nd inod 

exists at USAID/Sri Lanka to identifyinqt]ljnenl! and ensure such equipment ismatched to rwrimen ts for new projects. USAID/Sri Lankacould save :;ijl.i projectf icant funds in the future byest af li;tbi nq such a '.n;t:em. For example, in addition to theiteMs 1Ii:; t,0: Ln lxh]iiit 1, other equipment purchased for theMahaw, I1 K.n a ,iri, Witur Management projects includedcormlpoctor,, Lick farmhoies, tractors and trailers, a frontend lion ,r And or: Iws;t 15 crawler tractors for a total costof about Ji.7 nil lion. 'I i A.I.D.-funded equipment undertwo cIo.>-d [lJ 't: i. current ly idle, or very substantiallyundu ,i.d. It 1 itno type of qLipment that couldused in ir nt h inq 
be

fitu ,at main tenance and constr/uction
type ie ltp" n ad cold nave a signi ficant resale value. 

Accor (di ,j 1, 16 AI r i La[nka neeods to evaluate the full
p.,t nt-iil fit !i:;1in ,,Xlqt int 
 resources to meet now projectreqtuir fimt :; a:; W 1 I as to0 further objectives of pr iorA. I .1). -I an -I pI ) o: ,t . Disposal action or a BDi l
Col loct lon my h nec:;ssIry of

for cer tain equ ipment

cannot ,, ,f Ct ivol y 
that 

Ut1ilized . 'To preclude equtipment frombeing i nt If,,I t vyivit ii i zd after project closure,
USAII /Sr Ian I,;a l i;sinu ,n tify such equu i pmen t in theProject At;:; 1 ;tr:, Co'mp let ion Report and take appropriate
action dt Itih,! ti mi . 

Monitor ing - 'AID/Si Lanka had estbnot istied commodity
mon I or i q tlpr -,,t ,s ' rrlu:gi ired by A.I.I). H1anidbook 15,ChapL 
r I,. I d ;uitl. i proc oduron beon Pst:Lail i USAID/S ri,shodt,
Lanka w j Id n vi hoi ntWi eI tiat high l ] u A.1.D.-fundedequipIet W riot, r bing ol Iictlively util i z and was notbeing m i ii tied in on iatiiqip ng conidit ion. 
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For example, paragraph 10C, of Handbook 15 Chapter 
 10 states
that USAID is responsible for the review of 
project progress

reports to 
verify that A.I.D.-financed commodities 
 are being
effectively used. 
 However, equipment utilization and
maintenance were 
not covered by any 
of the progress reports
for the Water Management, Mahaweli Ganga and Agricultural
Base Mapping projects 

in order to ensure commodities are effectively utilized,

Appendix IOA of Handbook 15 Chapter 
10 provides a model for
project officers to use if the Borrower/Grantee records areinsuff cient to provid( accurate information on commodity
ut I ization. Appendix ICA provides for the end-use reviewsto 	 determi ne: (1) whether the commodi ties were beingutil ized properly; (2) if the project organization had anoverall commodity utilization plan with measurable levels ofachievement, and if(3) spare part support and repair and
maintenance of ,qu ipment were adequate. Since USAI D/SriLanka did havenot pr ocedoares requiring end-use reviews andpreparat ion of commovdi ty utilization reports, such reviews
 were not ,onddctd 
 and ut i iization reports were not prepared. 

Due to the significant problems with A.I.D.-funded equipmentutilizatiun and maintlenance identified in this report, webelieve UKJAlb,/Sr i Lanka should establish monitoring
procedures as required by Al ID Handbook 15. In this way,USAID/Sri1,anka wil 11 e in a better position to take timely
action t() correct roimmodity problems. 

Recommend tiion No. 

We recommend that USAID/Sri Lanka: 

(a) 	 identity major A. I .1.-funded equipment items inMahawe i Ganqa, Watier Manag ement 
the 

and 	 Agricultural BaseMappinq pro jects wl i chi are not elflect:ivel y utilized, and 

(b) 	 init:iate ,pb,, r I of t rion such as rehabil itation,t:rans;lriifi I h, itm: t" other projects or programs,
or initflatin q 'di :;pond, ,(c Lion for ((uipmient which will 
not ne vi Io4Ctc ively uti I 1zed. 
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Recommendation No. 
2
 

We recommend that 
 USAID/Sri Lanka 
establish commodity

monitoring procedures in accordance with Handbook 
 15 Chapter

10 including specific requirements to:
 

(a) ensure that maintenance plans for equipment 
 are in
future project decuments and adequately funded in the 
Government of Lanka'sSri budgets; 

(b) obtain per iod ic operational status reports from theGovernment of Sri Lanka on A.I.D.-funded highequipment and costeva] uate each non-operational item to 
determine do er ence to agreements and appropriate 
correct ive act ion as warranted;
 

(c) require that major itmrq of equipment in country beconsidered h"fore author izing new procurement; 

(d) ensure that all major A.I.D.-funded equipment itemsthat will not be effectively utilized are identified in
the Project Assi stance Completion Report and takeappropriate actions such as transferring or disposing

of the items at that time. 

USAID/Sri Lanka concurred with all parts of bothrecommendations and promised corrective actions. We be].ievethat when fully implemented these actions will greatlystrengthen controls over utilization and maintenance ofA.I.D.-funded equipment in Sri Lanka. Based upon these
promised ati un;, we are resolving all parts of bothrecommend ations;. 1ach part wi ll be closed upon completion
of the ro l at,(f curre.ctive action. 

In C(1O |ii"nLi -n t he drafti n audit report USAID/Sr i Lankaraised( : v,r ,l i:; ,ues; that need clar ification. Thesematters ar, dis iu, sd in the following paragraphs. 

In cu lr nt inq on non tar iring responsi bi I ities, USATD/Sr iLanka i.,r e d that Handbook 15 requires USAIDs toestabli th a ;y;ti to moni tor commod i ty uti I ization.Hathp , at'dlt t1 that the ost Government has thisres:pon;i ,i IiiLy. An; Hi scuns su in the audit report, Handbook15 ('hc p? "1 10 pP, v ide; for ISA ] l)s to monl i tor commodityuti l izdin by "itiier relying upon the Borrower/Grantees
inf-ormit n system or it ieces:;ary, by establ ishing its ownind(ape in Int inlorlmalti)n sys;temn. (d1ucAs isused in tihe report,USAJD/M; i lanka hod not tsed e i ther means of ensuring
effoctiv e commodity ut i lization. 
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USAID/Sri 
 Lanka commented that the report was critical ofthe use of project funds for 
 replacement parts 
 needed
repair existinq equipment for use on 
to
 

a new project. In
fact, the report was not critical of using project funds forthis purpose. The 
 report, however, 
 was critical
USAID/Sri of
Lanka's monitoring practices that
major items had allowed
of A.I.D.-funded 
equipment

maintained to be so poorlythat substantial project funds are now 
needed to
bring the e l ipment to a useable condition. 

USAID/Sr j lanka proposed t hat when the project assistancecomplet ion date is reached, the Project Assis tanceCompletion Repor t aCt ions become the only USAlD/Sri Lankacomnmod i ty mfoni tor ing respons i biii ty and once the actionsidentif ied in the repor t are accompl ished 
 that USAID/SriLanka no longer has a mon tor ing responsibility. Onsurface, we be] ive this proposal has 
the 

merit. However,project agreements provide for A.I.D. to require a refundfrom the c"operating country for the cost of any equipmentnot t].s i>fiffctively. The right to require this refundconti nues for three years after the datedisbursement. of the lastAccordingly, 
 it would seem that some
monitoring may be necessary for this additional three yearperiod to ensure 
 this agreement provision is implemented
when warranted. 
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Exhibit 1
 

UNDERUTILIZED EQUIPMENT PROCURED UNDER

THE WATER MANAGEMENT PROJECT
 

NUMBER UNDERUTILIZ ED EQUIPMENT 

3 Crawier tlractor-s 

1 Crawlet ,X ,«cjvator 

1 Elevating scraper 

2 Flat bod trucks 

3 Dump t.rLcks 

1 Mobile workshop 

15 Jeeps 

1 Micro bus 

13 Mobil radios 

2 Air compressors 

1 Stone crusher 

Total 

APPROXIMATE
 
COST 

$ 	 120,000 

175,000 

87,000 

64,000 

126,000
 

61,000
 

148,500
 

6,000
 

169,000
 

17,400
 

625,000
 

$1,598,900
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Exhibit 2
 

WATER MANAGEMENT PROJECT
 
HEAVY EQUIPMENT UTILIZATION
 

(FROM PROJECT FINAL EVALUATION REPORT)
 

IDENTITY DESCRIPTION 
 UTTLIZED PERCENT OF
 

HOURS PRODUCTIVE
 
HOURS UTILIZED(l)
 

ID/MG/9 
 Motor Grader 
 2196 
 22%
 

ID/MG/10 
 Motor Grader 
 2038 
 20%
 

ID/MS/16 Elevating Scraper 3%
345 


ID/MS/17 Elevating Scraper 2922 29%
 

ID/FL/24 Loader 
 3685 
 36%
 

ID/CT/36 Crawler Tractor 
 2405 
 24%
 

ID/CT/37 Crawler Tractor 
 3138 
 31%
 

ID/CE/39 Backhoe 
 1371 
 14%
 

ID/CE/40 Backhoe 
 1006 
 10%
 

iD/CE/10 Backhoe 
 1187 
 12%
 

ID/CE/il Backhoe 
 3155 
 32%
 

ID/CE/8 Dragline 20%
1967 


ID/CE/9 Dragline 20%
2016 


ID/CT/34 Crawler 
Tractor 
 1150 
 11%
 

ID/CT/35 
 Cr; wler Tractor 758 
 8%
 

Average 20%
 

Note: (1) The useful life of heavy earth 
moving equipment

is assumed to be 
about 10,000 hours. Therefore hours
utilized divided by 
 10,000 equals percent of
 
productive hours utilized.
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/J UNCLASIFIE.' CL0'?/
COLO1 
 I APPENDIX 1 

(4) ACTION AII INFO CHG DOHM PAGE 1 OF 3
 

VZCZCGPO809 

LOC: 256-297 206
RR RJEHGP 

06 MAY 88 iA06
DE RUFHCM #3147/01 1271006 
 ON: 3022-
ZNR UUUUU ZZH 

aoRG: AID
R 06100Z 'lAY 98ST: 


AID
 
FM AMEM3ASSY COLOIBO /

TO A'EMBASST SINGAPORE 3321
BT
 
UNCLAS SECTION 01 O? 02 COLOMBO o517
 

AIDAC
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I. WHILE USAID/SRI LAN:A CONCURS 3 OITH TIE%NERALLY 

SUBJECT DRAFT AUDIT REPORT'S SINGLE FINDING AND T40

RECOqMMNDATIONS, ,J DO N)T 
A E wITH MANY OF

GENFRAL STATEMENTS PND CONCLUSIONS CONTAINED 

rHL_
 
IN TlHNARRATIVE. WE ARP I'L'ASEu TO NJTl THAT OF EIHTPROJ ECTS SJHVFE!E) ONLY FOUR INDICATED COMMODITY ISSUES

WORTHY OC AUDIT. WT W,,Ri ALSO GRATIFIED BY T% 'ACT
THAT THE FOUR ONGOING PROJECTS SURVEYED APPEAR TO

AD OQUATE COMMODITY CONPROLS IN PLAi'-" 

HAVE
 
AND TIAT THEg ONLYUTILIZATION ISSUES AR, IN P OJ 'CTS #ITH PACDS IN 19A2
 

AND 1993.
 

2. FINDINGS : TEE ONLY SPECIFIC QUCTE FINDINSJ

JN 0OT,4,1TIAT wi ,'KV ,BL T) DISC " IN ,
THE R 'PORT WAS


QUOT? CONTROLS OV... Ff'JIPMENT A,E NEEDED UNQUOT7 ONPAGE b. WE AGREE FULLY THAT THZSE, CONTROLS ARvNEEDED. hOMeVER, ' CO7TINU,' TO DISAGREE THAT AID
 
HANDBOC& 15 
PROVIDES THAT USAID MUST ESTABLISH TdE
SYSTEM OF "1OrITORIN,' Cg "IODITY UTILIZATIONl AND
AINTENANCE. RATHER, AS YOU STATE ON PASES 6 AND 7
AND AS REFLECTED 
 IN YOUR R9'COMMENDATIONS ON PAGE 13,

WE BvLIEVE THAT THE GOVERNIENT OF SRI LAN&A

APPROPPIATeLY HAS THE RESPONSIBILITY FOR MONITORING

COMMODITY UTILIZATIOi AN9 MAINIT,NANCE AND REPORTINI
PFRIODICALLY TO USAID. 
 ME INTEND TO CONSTRUCT OUR
COMMODITY SYST''l AHiOUND THIS PR EIS;. 

. R-COM'1NDATION 1 0, CONCUR WITH BOTH PARTS (A)
AND (B) OF R.%]COMM-RNDATION 1 AND IN 
RESPONSE TO TI E

AUDIT wILL R!''UEST TjAT T GOVERNMENT MINISTRIES
 
PROVIDE JS 
A COMMODITY UTILIZATION KEPORT ON 
MAJOi

AID FUND"D EJUIP 1lNT 
ITL 13 
IN EgCHr ')' THE TH;I'.E

PROJECTS PER PART (A) AND DYFINE APPROPRIAT . ACTIONS
PER PART (B). THIS P'iOC SS 
IS LIrELY TO PE4JIRE Sl.,3TIME TO COMPLFTY (CERTAINLY ,ORF THAN THE' 5-MON[r

RESPONSE TIME FOR 
AUDITS) DUE TO 
SECURITY PROBLEMS IN
THE ATEi M4ANA,; '!NT PROJP.LT AREA. THERRF)'E ,,EREQTJ0ST THAT OUU PLAN FOR ACTIONS PURSUANT ro PA P ( )F ACCEPTE'D TO CL)Sk THIS RECOIM, NDArION. 09. MY 88 
4. RTECOMMENDATION 2 : WE, CONCUR WITH ALL FOUR PARTS IG/A/3 
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I j

OF RCOMMINDAION LOUNCLASS
2. WY WILL R00PON) 7 APPENDIX ITO THI AUDIT byv PAGE 2 OF 3INCO.RPORATING 'AIP1TiNAN'C. PLANSNXISTING MAJOR AND CONSIDERATIONE'UIPMOORDER ON PROJECT 

4 SPFCIFICALLY INTO OUR My3SION PEDESIGN PARTS (A) AND (C),P±R
INITIT'NG PERI)DIC STATUS AFP3RTS ONiQUIFM&NT HIGH COSTP R PART (W) AS
GOVERNMENT PART )Y OUn WORIALRVPORIING BEQ]RrAI.NT, AND REvISIN;MISSION 044h ON PACRS TO INCORPORATE 

OUR 
IDENTI.I&ATION
CF MAJOR FqUIPFNT 4HICLILL NOT BE EFFPCTIVELY

UTILIZOD PER 
PART (0),
 

5. AS DISCUSSED DURINGTHE THF AUDIT, iEEIPQRT 'S ARPBITARY DO NCT ACCEPTSTANVARD N A lo-InLIFE FOR OFF T-AR USEFJLTHE ROAD VEHICLES. 
 AS YAR AS WE CANDITF' "4INE, T'IS IS YEA In ZX0SAPPLI , IVILIAN 
S Y ANY IS7 STANJARDS0 D'NSF AGENCI %,ITSYL_, INCLUDI-, AIl
i 
 VIvI:N'
"ASSHIC, --:XCr.JSIVv'Iy THOSE USEDON S IPE " IGH:OAD. IT SQ:MS 

AYS - fj SAY JTHING Of' O?
TO US TH AT ALL X;UIPM:NT
ISKFUL LI'E hAS A QUOTUNfUOTC vQ. 0Y'QKICHAFFF CTIV v IT I3 lORE COSTTO CkNNIFkI I w OHCCNTIN"!? D)SI h,) RATdR THAN T'NC QKFAIJ . SINCE THIS-R L,4VA'T IS NOT DIRECTLYTP-PT) NDIN&S AID 0 11-'" NDATIONSNOT P IT & :ILL1SKj? vJ:T4. vIP _ ,VEWI S.h Tn 7Am!S 
L TAT SFR/COtl iIj'idT
1 ' 7rr3, '>ONITOIS NATTQR WHI;H 
 ARE,FATTI S'P IC . 

. ' " :2]ATR f>)l . : I ;N'T11i 0COM"1OUITY FHA,,IN 
T9E VALUE 3F THESY3 ,'I UTILIZ.QPOJM'T N710: IN THE ONE ONGOINGR-J1AIN' 

OF FOUh PEOJ FTS 
It T41 AJDIP AFTERi: PIE SURVyE
- IHT0"STATION 
 AND WAT7R0hEDK M'- ,3R- .... rAN ). 'Fi hlf TO AfPLYIjAPIY JIN TdIS MODELY7A '0001

TO M47 dr In1 I: .
Q BY M, T C)JN~TIhY IINISTRIF1ENr ... 0A OU CPI-j ONOINGPRO1),M, . Ti &n! 


LISTI q Fc.i 

P , A PFERIAN ,T VJ1MODhIIQp, WJ r S.' 

: DI I vIL T AF7. Tit DRAFT KP)RlSOME STILL CONTAINSI NCONS ISTvNc I S
REPORT O' YX AMPLF, ON PAGECiIASTIZ.S a THEUS FOR IAVINI T)PARTS TO FUN) REPLACEMENT!AK E F hI ."w1TUSE,ABLV ON NEWTHFI N ON PAGE A PROJECT AND13] IT SU'I; S'iS THATTO HYPAI B WE USE PROJECTTIN:ODOLI FUNDSTES AN) LEVELS. IT SEESDAMNED a: AREIF WY DO AN!) DAMN'I) I' 'WE DON'T. 
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8. AS DISCUSSED DURING THE AUDIT, THE 
NiW ISM1 PAOJ CT
RAD PLA.NN-1D FRO' 
TH!, PP 
STAIE TO UTILIZE E4UIPEN'r,.FROM TdE kAT R MAN ACFMENT PROJECT. THM AUDIT TOO,
'PLACE DUDINq TH. SURVEY OE EXISTING L4UIPlz NT AND,WHILY IT PROVIDEPI 
 A VEqY USYUL INPUT TO 'PHIS SURVEY,IT WAS NGO THE CAUSE OF T COMMODIry 3'JRvEy NOR JS
OF 'WATER MAAG':-"-NT 
E'.UI PMENT IN ISM... 

9. YUhTH R, AS DISCUSSED DURING THE AUDIT, THE A-;ENCY
,'UST fSTABLISH RATIONAL IAUIDELINES GDVERNING HOW
AFTER TH." CLOSE OUT OF A PROJECT, MISSIONS 
LONr
 

AR
RESPONSILE Y O'IITO'RINJ PIOJHCT 'UNDED 

PRO.. S AT k'H< 1!.. !Alu) IS R A" F., T L 'AC ACTIONBFCO_%T[- 94I,Y 'IISSII' >1O' IORIN,; RESPON31bILITY
UNC" Ti'i A'3I' M I b7NNI3IID I' T 

ANJ 
?A zi ?R,ACCOM'IPLISH"D, Ti ' ISSION NJ LONGER HAS IONITORIN;RSPDSI LryT. S:AI 

-PT 
tr3 1 7 

N NN 

2/2 UNC LA SIFI FD COL0.1I,3 00313?/02
 



Report Distribution
 

Mission Director, USAID/Sri Lanka 

Assistant Administrator, Bureau for Asia
 

and Near East (AA/ANE) 

Office of 
South Asian Affairs (ANE/SA)

Audit Liaison Office (ANV/DP/F) 

A-sistant Administrator, Bureau for
 

External Affairs (WA)

Office of Press <elat ions 
 (XA/PR) 

Office of LIeg is lative Af.airs (LEG)

Office of Genral Counsel (;C) 

Assistant to the Admhi nistrat 
 tr for

Manag,-me n t (AAM) 
Office of Financial Management (M/FM/ASD)

Center for 
 DeVel Opiient Information and 

Eval I ut L,'n ( P'PC/CIJII.) 
Inspector General 
Deputy Instpector (;,ntra 
Otf ice ot Policy, Plans and oversight (IG/PPO)
Office of I rgrams ano1 Sy'stems Audit (IG/PSA)

Officp ofl I, o al Counsel (IG/IC) 

ExeU l'Y , Mn aihnt S alf (I(/ADM) 
Assisf.tant Inspector G"neral for 

Inve;t-ig.aq ti1ons and I ng .pct ions (AIG/1) 
Regional I I ,siLor Generaa, for 

Investi ,atien "nSilngapore (RIG/I/S)
RIG/A/('air o 
R IG/A/I)Dkar 
RIG/A/Mani ao 
RI G/A/Na i r obt 1 
RIG/A/Tgug( 1 ga 1pa 
RIG/A/WasI ingjt on 

Appendix
 

No. of Copie,
 

5
 

1
 
1 
1
 

2 
1 
1 
1 

2 
2 

3 
1 
1 
2 
1 
1 
12 

1 

1 
1 
1 
1 
1 
1 
1 

http:nve;t-ig.aq

