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The Office of the Regional Inspector General for
Audit/Singapore has completed 1its 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 1implement the recommendationc. We
appraciate the cooperation and courtesy extended our staff
during the audit.

Background

USAID/Sr1 Lanka spent over $8 million since 1979 to procure
commodities, including equipment and vehicles, for four
projects., Two of these projects, Mahaweli Ganga Irrigation
and Water Management, involved heavy eguipment 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 Watershed Management, had completed procurements
totalling about 4864,000 primarily for supplies and small
items and tor some  vehicles, but not for large equipment.
Only this latter project 1s active.

A.1.D. Handbook 15, Chapter 10, requlire. Missions to either
monitor the Borrower/Grantees' system or ectablish a mission
system to ensure effective  commodity utilization and, when
necessary, initate  appropriate  corrective action  such  as
transterring  equipment  to  other  projects, 1ssuing  refund
claims, or disposing of the equipment. Handbook 15 defines
effective use of project commodities as  use in  accordance
with project implementation plans.



The project agreements Placed responsibilijty on the
Borrower/Grantee to ensure that the commodities yere devotegd
to the project until completion and thereafter yged so as to
further project objectives, The agreementsg provided for
A.I.D. to reguire a refund from the cooperating country for
the cost of any equipment not uysed effeCtively in accordance
with the agreement. The right to require gsych a refundg
continued for three years from the date of the last
disbursement under the agreement.

Audit Objectives and _Scope

The objectives of  this program results audit were to
evaluate UsAID/Sri Lanke's monitoring and controls over
equipment utilization and  to determine if USAID/Sri Lanka
Look timely  and appropriate action when equipment was not
effectively atilized,

The wudit was conducted from September to October 1987 both
at  SAID,/s Lanka and  at  the Government of Sri Lanka
offrces  where  certain cquipment data was maintained. Due to
in-country tr.ave) restrictions 1mposed bv o the U.S. Embassy,
the auditors  could not make site visits in December 1987 ang
February 1988 to districts whiere heavy irrigation equipment
and  the  related utilization records were located. Audit
WOrk consisted of discussions with USAID/Sri Lanka,
Government of 51 Lanka, and  contractor officials and
included reviews of USAID/Sri Lanka and Government of Sri
Lanka reports  and  data  on A.T.D. financed equipment. The
audit also included visits to Sites within  the Agricultural
Base Mappinag  and  Retoresta-ion  and Watershed Management
project.,

The audit  wag hampered in  several ways. First, neither
USAIL/S5r Lanka nor the Government of Sri Lanka central
offices, were able to provide us with verifiable listings of
equipment  purchased  under two of the three closed projects
or formal records showing status, condition, and location of
purchased  cquipment, Therefore, certain data in this report
1s based solely upon interviews with cognizant Government of
Sra Lanka  ofticrals, mmformal records, and where possible,
Site visoit . Second, duc to the absence  of  complete  formal
Inventory  vocords  and other audit restrictions, we were not
able to quantity the total dollar value of  1tems  audited of
the AL T.oDe fanded commodit jos procured for the four projects
amotunting to about 36 million.

USATD/Sr1 Lanka comments to the draft report, included as
Appendix 1, have  been consildered in preparing this report,



The review of internal controls and compliance was limitegd
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
egquipment and consequently, did not know that items were not
effectively utilized, poorly maintained and in some
instances severely cannibalized. USAID/Sr i Lanka,
therefore, did not 1initiate required action to transfer
unneeded 1tems to other projects or initiate dispo:zal action,

To improve utilization, the report recommends establishment
and 1mplementation 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 wutilization and maintenance of A.I.D. financed
commodities, However, of the 38 million worth of
A.I.D.-funded major equipment brought into Sri Lanka during

the 1980s, at l2ast 81.6 million had not been effectively

btilized and maintained during the last 2 to 4 years. This
Ssituation occurred primarily because USAID/Sri Lanka had not
established an adeguate commodity monitoring system to
ensure effective utilization as required by Handbook 15.
Therefore, USAID/Sri LLanka was not aware of this
underutilization and did not consider the available
corrective actions such as *ransferring or disposing of
unneeded or inappropriate caqulpment and assisting in

obtaining spare parts for needed but deadlined equipment.
USAID/Sri1  Lanka was in the process of saving approximately
32 million by considering the use of existing ecguipment

rather than purchasing new equipment., It still has
opportunities to save additional A.T.D. funds by
reevaluating project paper commodity lists; reducing
equlipment requirements: and transferring, disposing or
issuing a vcefund claim for equipment that cannot be

effectively utilized.

Discussion -~ A.T.D. Handbook 15, Chapter 10, requires USAIDs
to take certain  steps  to ensure  ceffective utilization of
project commodities and, when necessary, initate appropriate
corrective action such  as transferring equipment to other
project:;, 1s5uing refund claims, or disposing of the
cquipment..  Paragraph 10.D of this chapter states:



USAID is responsible for monitoring  the
Borrower/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.1.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 pcevides for the USAID to monitor equipment maintenance
if the Government 1s unable to accomplish it
Satistactorily. It states that the USAID should determine
whether spare parts support and repair and maintenance are
adeguate., If not, the handbook states the USAID shculd
determine why, and the Government's intended solution.

The project agrecments placed responsibility on the
Borrower/Grantee to ensure that the commodities were devotead
to the project until completion and thereafter used so as to
further project objectives, The standard provisions in
providing for refunds stated that if the failure of the
cooperating country to comply with any of its obligations
resultec in commodities not being used effectively, A.I.D
may require a refund from the cooperating country. The
right to require a refund continued for three years from the
date of the last disbursement under the agreement.

The Government of Sri Lanka had not effectively utilized and
maintained high-cost commodities and USAID/Sri Lanka had not
established a monitoring system. In fact, certain
A.I.D.-funded eguipment was SO0 poorly maintained that
USAID/Sr1 Lanka 1s funding replacement parts to make the
equipment once again operational for wuse on a subseguent
project.

Utilization and Maintenance - While the one ongoing project
1. cluded "In  the review, the Reforestation and Watershed
Management  Project  (Project No. 383-0055), had detailed and
complete commodity lists, there was no verifiable inventory

list of edqulpment acquilred under the two closed
A.T.D.-funded  projects  at  ecither USAID/Sr1  Lanka or the
Government of 5Sri ILanka implementing otfices.

Upon requoest by USAID/Sri Lanka,  the Government of Sri
Lanka's Irrigation Department prepared  a  listing  of 60



equipment items procured under the Water Management
Project. However, there were no supporting records for the

listing. It was prepared based upon  personal knowledge,
informal records, telephone conversations, ang recollection
of wvarious people. Twenty nine of the 60 jtems or 48

percent were listed as unserviceable.

In addition to this listing we were able to obtain weekly
egulipment 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 cquipment that were provided under the Water
Management Prolect. Seven of the 19 items were
unserviceabhle, or out-of-order, for the entirz time covered
by the reports, and ¢1ght for part of the time.

Even equipment that was serviceable was used very little,
For example, a vibrating compactor was not used and two dump
trucks were used only 19 out of a possible 102 days.
Information from var lious sources indicated that items
costing at least 31.6 million acquired under the Water
Management Project were underutilized (see Exhibit 1). This
occurred for several reasons, but the major factors were
budgetary constraints, the difficulty in obtaining parts for
certain makes of equipment, and low priority needs for the
equipment. For example, a stone crusher costing 9625,000
was acquired in 1981 but never effectively used. It was
sold by the Irrigation Department during 1987 *o  the River
Valleys Development Board (a guasi governmenrtal
organization) for about 38,000.

Most of the eguipment 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 was too small
and accordingly had never been used. A large and complex

film developer required  eight  gallons of costly developing
fluid which made it uneconomical to use because of the small
amount of film to be developed  at any one time. A large
specially designed camera costing $53,455 that essentially
occupred  an entire room had been unserviceable for about two
years because one of 1ts two small motors bad burned  out  and
had not been replaced  or repaired, Additionally, two of
three flood lamps were unserviceable because  the  burned out
bulbs  were  tno expensive Lo replace locally. There was no
contact point to obtain the bulbs ({rom the United States.
USAID/Sri  Lanka  should assiot the Government of 5ri Lanka to
obtain necded repairs  and parts  and dispose  of  unneeded
equipment.,



A fliptop printer that had never been used

because it was too small for map reproduction
purposes.

A burned out electric motor that left a $53,455
camera unusecable for the past two years,



The Mahaweli Engineering and Construction Authority has 29
levels and seven theodolites (surveying instruments)
deadlined for lack of parts. One of the theodolites and
five levels that were A.I.D.-funded had been in the repair
shop since mid-1984. The theodolite needed a bubble and the
levaels needed an automatic leveling pendulum. We believe
the Irrigation Systems Management Project Officer should use
project funds to repalr this equipment ratper than purchase
new theodolites and levels as planned.

A.T.D.-funded Theodolite and five levels that
have needed minor repairs since Mi1d-1984,

Due to boor records at both  USAID/Sri  lLanka and the
Government of Sri  Lanka, it was not teasible during the
audit to identify  all  A.I1.D.-funded major equipment items
not effectively utilized., Wo believe that it is incumbent
upon the  USATD  to  ddentify  such  items and to initiate
Appropriate corrective gotion.

Cannibalized S hgquapment - The project  papers  did not
SEecifically address  the  need  for the Government  of  Sra
Liank . to budaget, for and develop  plans to  maintain
AT Do-funded  oquipment, Accordingly,  oquipment that was

Initially 1tnoperative for relatively minor  reasons  had been
Subjected Lo cxtensive cannibalization., Thisg cquipment may
now be bieyond cconomic  repair thereby  requiring  additional
expendituare ol AT D, funds  for  new cquipment. Lo meet
requrements for current and future projects.,



For example, A.I.D. funded 10 motor graders at a cost of
about 3400,000 wunder the Mahaweli Ganga Irrigation Project,
One was subsequently damaged beyond repair in an accident
and four were transferred to the Mahaweli Economic
Authority. In Mavch 1987, after the project was completed,
the Government of Sri Lanka approved the cannibalization of
two graders to provide parts needed Dy the remaining three
because there were insufficient funds to buy needed parts,
Information was not readily available on  the status of the
four transferred to the Mahawelli Economic Authority.

The 35 jeceps purchased  1np 1980 under the Agricultural Base
Mapping project had  not  been utilized effectively. After
less tnan 8 years, several had been dismantled for parts and
many others were not operational due to  excessive servicing

requirements, This occurred, In part, becausc a large
number of jJeeps had been cannibalized since Spare  parts were
not avairlable, Also, of  the 24 jeeps purchased under the
Water Management Project, only nine were serviceable. One
jeep acaulred under  the  Reforestation  Project had  been

driven only about 4,970 miles. It received some  body damage
to the sirde and was cannibalized rather than repaired,

A lack  of  parts avallability or funds to purchase parts can
lead to cunnibalization leaving costly equipment  useless  and
permanently deadlined, This not only wastes appropriated
funds  bot precludes Savings  {rom being  realized on new
A.T.D. projects  when  similar now equipment  must  then be
purcharsed, In order to clearly establish the Government of
Sr1 Lanka's responsibilities, provisions  requiring  plaaning
and funding tor the  maintenance of A.1.D.-funded equipment
need to be included in future project documentation,

Purchase of New Equmipment - Purchase  of  certain equipment
for the new Trrigation systems  Management Project  could
duplicate  existing A.l.D.-funded idle equipment.  This could
occur becanse USAID/Sr1 Lanka does not have  an inventory of
existing  cquipment  or controls Lo ensure available resources
are  connidered  when  establishing tequirements for new

Projects.,

Thixn ot tee wWanoodinoussed owith o the  Trrigation Systems
Manaqgoement Pro Jeect anager dur 1y t he audit, e
Subsequent ly recvaliaated  project  pesour ce requilrements, and
then  proponed o modit e commodity 11t toeducing the

caulpment requirements et forthooin the project paper from
about 4.4 mrllion to  about  $1.2 mill ton, a reduction of
project funds of aboat 32 mitlion.



This ad hoc approach will not fully consider similar
equipment in the other 79 districts that may also be 1idle
and therefore subject to transfer. For example, the final
evaluation report of the Water Management Project stated
that the project was left with a large surplus of eguipment
costing about $3.5 million. Since this equipment had about
an 80 percent remaining usefyl life, the report recommended
the equipment be transferred to other projects (see Exhibit
2).

While some transfers were being made (two non-motorized
SCrapers  used  tor  thy On Farm Water Management Proiect were
excess to necds and  were being made  available to a new
Project) no system  exists gt USAID/Sri  Lanka to ldentify
1dle or deadlined cqulpment  and  ensure  such equipment s
matched  to  reguirements  for  new projects. USAID/Sri Lanka
could save  sargnitficant project funds 1n  the future by
establishing  such  a s.stem.  Por example, in addition to the
rttems lioted in Exhibit 1, other ecaquipment purchased  for  the
Mahawe 11 Ganga ane Water  Management  projects included
compactors, back hoes, farm tractors and trailers, a front
end  loader  and at least 15 crawler tractors for a total cost
of ¢hout $34.7 nillion. This A.I.D.-funded equipment under
two closed  jprojects g currently idle, or very substantially
underut ] rzedo, It 1s the type  of  equipment that could be
used  an fature  carth moving maintenance  and construction
type projects and could nave a s1gnificant resale value.

Accordingly,  USAID/Sri Lanka needs  to evaluate  the  full
potential for using exX15ting resources to  mecet new  project
requlrements a5 uell g to further objectives  of  prior
AT D=t anded pProjects, Disposal  action or a Bill of
Collection  wmay  be necessary  for certain equipment that
Cannot e effectively  ugtilized.  To preclude equipment from
being Ineftectively ntiri1zed after project closure,
USAID/ 51 Lank a should  daentify  such equipment  In o the
Project Acsistance  Completion Report  and  take appropriate
actiron at that time,

Monitoring - DUAID/St1 Lanka  had not ost ablished commodity
monitorving procedures  ae required by A.T.D. Handbook 15,
Chapler PN Had sach procoduares been established, USAID/Sri

Lanka wonld tave beon aware that high  value AL1.D.-funded
cquipment wan o not o being  effectively  utilized  and was not
berng moarntained 1n an operating condition,



For example, paragraph 10C, of Handbook 15 Chapter 10 states
that USAID 1is responsible for the review of project progress
reports to verify that A.1.D.-financed commodities are being
effectively used. However, equipment utilization and
maintenance were not covered by any of the- progress r1eports
for the Water Management, Mahaweli Ganga angd Agricultural
Base Mapping projects

in order to ensure commodities are effectively utilized,
Appendix  10A  of Handbook 15 Chapter 10 provides a model for
project officers to use if the Borrower/Grantee records are
Insufficient to provide accurate information on commodity
utilization. Appendix 10A Provides for the end-use reviews
to detoermine (1) whether  the commodities were being
utilized properly; (2) if  the project  organization had an
overall commodity utilization plan with measuranle levels of
achievement, and (3) if spare  part  support  and repair and
maintenance  of  equipment  were adequate., Since USAID/Sri
Lanka did not have proceduares requiring end-use reviews and
preparation of commodity utilization reports,  such reviews
were not conducted and utilization reports were not prepared.

Due to the significant problems with A.I.D.-funded equipment
utilization and maintenance  identified In  this report, we
believe UsAID,/Sr1 Lanka should establish monitoring
procedures as required by AID  Handbook 15, In this way,
USAID/Sr1 Lanka will be in a better position to take timely
action to correct commodity problems,

Re commendation No. |

We recommend that USAID/Sr1 l.anka:

(a) tdentity  major  A.I1.D.-funded cquipment items in the
Mahawell Ganga, Water Management  and Agricultural Base
Mapping projects which are not effectively utilized, and

(b) initiate dppropriate action  such  as rehabilitation,
transterring the atoms to  other projects  or programs,
or initirating disposal  action for ecquipment which will
not be effectively utilized,



Recommendation No. 2

We recommend that USAID/Sri Lanka establish commodity
monitoring procedures in accordance with Handbook 15 Chapter
10 including specific reaguirements to:

(@) ensure that mainteneénce plans for equipment are in
future project decuments and adequately funded in the
Government of Sri lLanka's budgets;

(b) obtain periodic operational status reports from the
Government  of  Sri Lanka on A.I.D.-funced high cost
equipment  and  evaluate each non-operational item to
determine adboerence  to agreements and appropriate
corrective action as warranted;

(c) require that major items  of equipment in country be
considered hefore authorizing new procurement ;

(d) ensure that all major A.1.D.-funded equipment 1itemg
that will not be effectively utilized are identified in
the Project Assistance  Completion Report and take
appropriate actions such  as transferring or disposing
of the items at that time.

USAID/Sri LLanka concurred with all parts of both
recommendations and promised corrective actions. We believe
that when fully implemented thege actions will greatly
strenagthen controls over utilization and .Mmaintenance of
A.T.D.-funded  equipment  in Sri Lanka. Based upon these
promised actions, we  are resolving all  parts of both
recommendations, Fach  part will be closed upon completion
of the related corrective action.

In commenting  on the draft  audit report USAID/Sri Lanka
ralsed sever gl 15sues that need clarification, These
matters are discussed 1n the following paragraphs.

In  commenting  on  wonitoring responsibilities, USAID/Sr i
Lanka A1 Gagr eed that Handbook 15 requires USAIDs to
establish o system to monitor commodity utilization.
Rather, they  stated  that the  Host  Government has  this

responsibarlity.  As discussed in the  audit report,  Handbook
15 Chaptor PO poovides  for  USAIDS  to  monitor commodity
utilization by either relying  upon  the Borrowoer/Grantees

Information  cystem  or  jf necessary, by establishing its own
Independent anformat ion system.  As discussed in o the report,
USAID/Sri Lanka  had  not  used either means of ensuring

elfective commodity utilization.



USAID/Sri Lanka commented that the report wag critical of
the use of project funds for replacement parts neceded to
repailr existing equipment for use on a new project. In
fact, the report was not Critical of using Project funds for
this purpose, The report, however, was critical of
USAID/Sr1  Lanka's monitoring practices that had allowed
major items of A.I.D.-funded equipment to be so poorly
maintained that substantial project funds are now needed to
bring the eguipment to a useable condition.

USAID/Sri lanka proposed that when the Project assistance
completion date 15 reached, the Project Assictance
Complation  Report  actions become  the only USAID/Sri lanka
commodity monitoring responsibility and once the actions
identi1fied 1n  the report are accomplished that USAID/Sri
Lanka no longer has g monitoring responsibility. On the
surface, we o belleve  thig proposal has merit. However,
project  aareements provide  for A.I.D. to require a refund
from the ceooperating country for the cost of any eguipment

not used  offectively., The right to require this refund
continucs  for  three years after the date of the last
disbursement, Accordiagly, 1t would seen that some

monitoring may be necessary for this additional three vear
Period to ensure this agreement provision is implemented
when warranted.



NUMBER

15

13

Exhibit 1

UNDERUTILIZED EQUIPMENT PROCURED UNDER
THE WATER MANAGEMENT PROJECT

Crawier tractors

Crawler eoxcavator

Elevating scraper

Flat bed trucks
Dump trucks
Mobile workshop
Jeeps

Micro bus

Mobil radios
Air compressors

Stone crusher

Total

13

APPROXIMATE
CosT

8 120,000
175,000
87,000
64,000
126,000
61,000
148,500
6,000
169,000
17,400

625,000

$1,598,900



IDENTITY DESCRIPTION UTTLIZED
HOURS
ID/MG/9 Motor Grader 2196
ID/MG/10 Motor Grader 2038
1D/M5 /16 Elevating Scraper 345
ID/MS /17 Elevating Scraper 2922
ID/FL/24 Loader 3685
ID/CT/36 Crawler Tractor 2405
Ib/CT/37 Crawler Tractor 3138
ID/CE/39 Backhoe 1371
ID/CE/40 Backhoe 1006
1D/CE/10 Backhoe 1187
ID/CE/11 Backhoe 3155
ID/CE/8 Dragline 1967
ID/CE/9 Dragline 2016
ID/CT/34 Crawler Tractor 1150
ID/CT1/ 35 Crawler Tractor 758
Average
Note: (1) The useful life of heavy earth
1s assumed to be about 10,000 hours.
utilized divided by 10,000

productive hours utilized.

WATER MANAGEMENT PROJECT
HEAVY EQUIPMENT UTILIZATION

Exhibit 2

(FROM PROJECT FINAL EVALUATION REPORT)

14

moving

equals

PERCENT OF
PRODUCTIVE
HOURS UTILIZED(1)

22%
20%

3%
29%
36%
24%
31%
14%
10%
12%
32%

20%

equipment
Therefore hours
percent of



1/2 UNCLASSIFIL” COLOvMs  @v312?/01  AppENDIX 1

: ' . PAGE 1 OF 3
(4) AcTION AIDk INFO CHG DM

x

VZCZCGPOKYR LOC: 255-257 206
RR RJELHGP 36 MAY ag 1006
DE RUFECM #3147/01 1271046 CN: 3p223

ZNR UUOUU ZZH CARG: ATp

R 9610007 “AY Q8 DIST: AID

FM AMEMBASSY COLOMBO /

TO AMEMBASSY SINGAPORE 3321

5T

UNCLAS SECTION vl OF ¢2 COLOMBO 93147
AIDAC

¥.0. 1235€6: N/4
SURJECT: DRAFT REPORT OF QUR AUDIT OF CONTAOLS Ovzi
- EQUIPMENT = SRI LANKA

l. ¥HILE USAID/SRI LANa2& COVCURS TANERALLY VITH T4®
SUBJEGCT DRAFT AUDIT KEPORT’S SINGLE FINDING AND T40
RECOMMENDATIONS, ¥ DO NOT A93AxE wITH MANY OF TH:
GENTRAL STATEMENTS sND CONCLUSIONS CONTAIN®ED IN THZ
NARRATIVE. WE ARY? FLEASKD TO NJTZ TUAT Jr EIGHT
PROJECTS SITHVEYED ONLY FOUR INDICATED COMMODITY ISSUES
WORTHY Of ANDIT. Wr WsRE ALSO GRATIFIED BY T FACT
THAT THE FOUR ONGOING PROJECTS SURVEYRD APPEAR TO dHAVE
ADZQUATE COMMODITY CONTROLS IN PLAC: AND TIAT THE ALY
MTILIZATION IS37ES ART IN PHOJACTS #ITH PACDS IN 1322
AND 1913,

2. FINDINGS : TEE ONLY SPECIFIC QUCTE FINDINS
INQUOT< TIAT w¥ #%2% 4KLS T) JISCIRY IN THE RuPORT WAS
DUOTT CONTROLS OVIH E JIPMINT AdE NTEDED UNQUITT ON
PAGE 5, Wi AGREZ PULTY THAT TH4.S% CONTHOLS &R¢
NFEDED. ONEVEIR, 4% CONTINIY TO DISAGREE THAT AID
HANDBOC4 15 PROVIDES THAT USAID MUST ESTABLISH Tig
SYSTEM OF MONTTORING CO4MOJDITY UTILIZATION AND
YAINTENANCE. RATHEX, AS YO STATE ON PAIES § AND 7
AND AS REFLECTED IN YOUR RYCOMMENDATIONS ON PAXE 13,
¥E BYLIEVE THAT TAE GOVERNMENT OF SRI LANKA
APPRCPRPIATZLY HAS THT RESPONSIBILITY FOR MONITORIN:
COMMODITY UTILIZATION AVO YAINTSNANCE AND REPDRTING
PFRIODICALLY TO USAID. «¥% INTEND TO CONSTRUCT OUR
COMMODITY SYST®M ARDUND TEJ]S PREMISE,

2. RECOMYENDATION 1 : % CONGCJR WITH BOTH PARTS (A)
AND (B) OF RZCOMMENDATION 1 AND IN RESFONSH TO Tas
FUDIT WILL RUYJUEST THAT T4% COVERANMENT MINISTRIES
FROVIDE U5 A COMMODITY UTILIZATION REPORT ON M4J0x
AID=FUND¥D WIJIPMUNT ITU45 IN BACd 9f THE TH.FF
PROJECTS PER PART (A) AND DFFINE APPROPRIAT® AJTIONS
PER PART (B). THIS PR0C%SS 13 LINSLY T9 A8QJIRE §)M
TIME TO COMPLFTE (CERTAINLY A0RE THAN TH® 5-MONI'x
RESPONSE TIME FOR AUDITS) DUY TO SECURITY PHOBLEMS IN

THL WATER MANAGKAWNT PROJ«CT AQKA. TIERaFIRE &k ryoroe
REQUSST THAT 0JR PLAN FOR ACTIONS PURSUANT TO PARD (%) $ T

35 ACCEZPTYD TD CLOSK THIS RECOIMENDATION, 00 MY 88
4. RECOMMENDATION 2 : Wk CONCUR WITH ALL FOUR FARTS RIG/A/S
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OF RICOMMENDATION 2, w2 wiLL RESPON) TO THz aypIT BY
INCORPORATING MATNTUNANC - PLANS AND CONSIDERATION 3p
XISTING MAJOR EQUIPMEYT SPECIFICALLY INTOQ QUR MISSToN
ORDER ON FROJECT DESTGN Pon PARTS (a) aND (),
INITIATING PERIDDIC STATYS EEPORTS 0w HIGH COST
EQUIEMANT PER PART (%) AS PaRT JF OUX YORMAL
GOVERNMENT R«PORTING REQITREASNT, AND REVISING OUR
MISSION OKDEK ON PACRS T0 INCORPORATY IDENTIFICATION
CF MASOR TQUIPMENT WHICH WILL NOT BE EFFRCTIVELY
UTILIZ?D PER PART (D),

O« AS DISCUSSED DIRING THE AUDIT, wgp po NOT ACCEpT
THE 2EpPn37’S ARBITRARY STANDARD )y a 12-15 Y-AR UsgpytL
LIFE FOK OFF THE ROAD VEHICLES. AS yaAR AS WE CAN
DETER™INE, TUIS IS wpy I w{%68SS OF ANTY 1S3 STANDARDS
APPLIYD 2y rryrp1ay OR D¥r=45™ agENCITS, INCLUDING AIp
ITSYLe, PO PASSENG VR VERICLES =~ pyan THOSE JSED
CXCLISTVRLY ON syt BIGEIVAYS = 1) SAY “)THING OF dr7
FOAD . IT SRvms 10 us THAT ALL EQUIPMENT HAS & QUOTH
JSEFUL LIws yoyyyope Y0NS WEICH IT 13 M9RE COST
FEFECTIVY T0 CayyiraL]zv OH DESTHOIY QATHER THAN T
CONTINVY 70 waraqn, SINCE THIS IS NOT DIRRCTLY
RELSVAYT 75y mu. SINDTYSS AvD T2 TINDATIONS oF «TLL
NOT FURSI: 11 wggtu.p oUT MELINVE THAT SKR/COM MIGAT
WISH TG oTagnyy SIIDELINTGG ON THIS MATTEY wil :H ARE
HYALIST IO,

[5 BN}
L

Do WE APERSTIATY (0. 5w T, JF THE VALUE DOP 73
COMMONTITY THAC K I NG SYsTea UTTLIZED IN THE ON® ONGOING
PROJsCT WETOH Raotparyen Lo T4 4)DIT A¥TE: TI1F SURVEY
CF ¥OUy PROJEDTS - R¥FJRESTATION AND WATSR3IYED
MANAGEME N (JQA—/Ubh). VE HOEE TO AFPLY THIS MOpRL
BIDADLY JIING A TIPPLT D By IIYST COJUNTRY 1INISTPRIZS
TO M@i7 g 1w Hudd T SMENTS w0x o0k CT+4Ra ONGOING

Dy Jucre, TilS a1 ROV, PERMANYNT TIMMODITY
LISTINn Foy nna FROJFOTS,

Te  NE DI[ RORL TUAD 7qv DEAFT KEPORE STILL CONTAINS
SOME TRCONSTSTWNC TwS, FOR EXAMPLY, ON PAGE & THF
REPORT GHASTIZ«S US pop AVING T9 FUND RYSPLACEMENT
PARTS TO “AKE wguppmwyp USYABLF ON A NEW PROJECT AND
THEN ON PAGY 11 7 SULGFSTS THAT WE USE PROJECT FUNDS
TO R¥PATR TINONOLITHS AND LEVELS. 1T SYEMS &% ARY
DAMNED TF Wy Do awy DAMNYD IF WwE DON'T.
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8. A5 DISCUSSED DURING THE AUDIT, THE NEW IS4 PAOJSCT
HAD PLANNZD FROM THS PP STAGE T) UTILTZE EQUIPYENT
FROM THAE 4ATYR MANAGEMENT PROJECT. Tax AUDIT 100Ox
PLACY DURING TH& SURVEY 0@ SXISTING EJUIPAZNT avND,
¥EILT IT PROVIDED A VERY USEWIL INPUT TO THIS SURVEY,
IT WAS NG™ THF CAUSY OF TyHe COMMODITY SURVEZY NOR 4SS
OF WATLR MANAGSMENT EQUIPMENT IN IS5M., ;

9. FURTHZR, AS DISCUSSYD DURING THF AUODIT, THE AZENCY
MUST WSTABLISH RATIONAL 2UIDKELIN®S GOVERNING 40w LONG
AFTTR THE CLOSE QUT OF A PROJSCT, MISSIONS ARW
RESPONSIKLI F)ix 404ITOR1IN; PiOJKCT ¥UNDED

H

PROZOS < THAT w{ - TAE pAQY IS ReaTH2D, T4 pyc: ACTION
BECOME THT ONLY MISSION MONITORING RESPONSIBILITY aND
ONTE THY ATTIONS TUZNTIFIRD IV T:. PAsA ARE
ACCOMPLISYED, TYE YISSION NO LONGER HAS MONITORING
RESPONSTEILITY. S»Alw

ET

n3 107
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Report Distribution

Mission Director, USAID/Sri Lanka

Assistant Administrator, Bureau for Asia
and Near Fast (AA/ANE)

Office of South Asian Affairs (ANE/SA)

Audit j.iairson Office (ANE/DP/F)

Atsistant Administrator, Bureau for
External Affairs (4£A)

Office of Press kelations (XA/PR)

Office of Legislative Af . airs (LEG)

Off1ce of General Counsel (3C)

Assictant to the Administrator for
Management  (AA/M)

Office of Financial Management (M/FM/ASD)

Center for Development Intformalion and
Evaluation (PPC/CLIL)

Inspector General

Deputy Incpector General

Offi1ce of Policy, Plans and bversight (IG/PPO)
Offi1ce of Programs and Systems Audit {IG/PSA)

Offi1ce of Legal Counsel (I1G/1.C)

Executive Manaagement staff (I1G/ADM)

Assistant Inspector General for
Investigations and Inspections (AIG/I)

Reglonal Inspector General for
lnvonquntJunm/Slnqapore (RIG/1/S)

RIG/A/Cairo

RIG/A/Dakar

RIG/A/Man1la

RIG/A/Nairobi

RIG/A/Teqgueirgal pa

RIG/A/Washington
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