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MEMORANDUM FOR Mr. J. Norris, Director, USAID/Pakistan
FROM: Mr%&ﬁ‘ar‘é Egﬁ'i‘rﬁ:cﬁ‘,’éIG/A/Singapore

SUBJECT: audit of Utilization and Maintenance
of Selected Equipment in Fakistan
(Audit Report No. 5-391-88-3)

The Office of the Regional Inspector General for
Audit/Singapore has completed its audit of Utilization and
Maintenance of Selected Equipment in Pakistan. Equipment
covered by this review included certain procurements under
the Agricultural Commodities and Equipment Agreement No.
391-0468 and proposed procurements under the TIrrigation
Systems Management Project No. 391-0467. Five copies of the
audit report are enclosed for your action,

Your cocmments to the draft audit report are attached as

Appendix I to this report. The report contains seven
recommendations all of which are considered resolved and
will be closed upon completion of recommended actions,

Please advise me within 30 days of any actions taken to
implement the seven recommendations.

I appreciate the cooperatior. and courtesy extended to my
staff during the audit.



EXECUTIVE SUMMARY

A.1.D. provided $31 million for heavy equipment, spare parts
and workshop machinery under the Agricultural Commodities
and Equipment Program agreement dated April 1982. This
equipment was primarily to support the Irrigation Systems
Management Project. The Project's objective was to 1increase
productivity of Pakistan's agricultural sector through

rehabilitation of 8,700 miles of canals and 2,17% miles of
surface drains.

The Reg:ional Inspector General for Audit/Singapore made an
economy and efficiency audit in order t.o evaluate
USAID/Pakistan monitoring and controls over utiiization and
maintenance of equipment procured urder the Agricultural
Commodities and Equipment Program for the 1Irrigation Systems
Management project, and to determine if USAID/Pakistan took
timely and appropriate action when equipment was not fully
utilized.

USATD/Pakistan did not adequately monitor equipment
utilization and maintenance and consequently, did not obtain
and evaluate wuseful information readily available at the
Provincial Irrigation Departments (PIDs). Also,
USAID/Pakistan did not take timely and appropriate action
when notified about problems of low equipment utilization.

The USAID/Pakistan Controller had performed some end-use

checks of equipment wutilization, and certain of the
equipment, particularly the excavators used to clear large
drains in the Punijab Province, had been generally

effectively used.

The audit disclosed that a substantial amount of
A.I1.D.-funded equipment was not being effectively utilized.
Nonetheless, USAID/Pakistan management had proposed to fund
$31 million for additional equipment and for overhaul of
older equipment under a proposed amendment to the Irrigation
Systems Management Project. The audit also found that
responsibility for monitoring equipment utilization and
correcting reported problems needed to be clearly assigned
to a specific operational activity. Alsco, increased
emphasis needed to be placed on assisting the Provincial
Irrigation Departments to establish an equipment maintenance
system and to begin using A.I.D.-funded workshop machinery.

A substantial amount of equipment funded by A.I.D. was
inappropriate, having no specific project need and
accordingly was not effectively utilized as required by U.S.
Government management standards. Equipment had not been used



for several reasons, including 1inappropriate A.I.D.-funded
procurements., As a result neither USAID/Pakistan nor the
Government of Pakistan had achieved maximum economic
benefits from the equipment or effectively used resources of
up to $14 million through transfer of unneeded ecuipment and

improved wutilization of other equipment. This report
recommends USAID/Pakistan take action ko ensure
A.I.D.-funded equipment is effectively utilized.
USAID/Pakistan concurred with the finding and
recommendations.,

A.1.D. Handbook Three requires that project designers
specify the resources needed, such as commodities, to

achieve projects outputs and objectives. The USAID Program
management had proposed funding of $31 million for
additional equipment and woverhaul of older -equipment for
which no need had been established. This occurred because
USAID/Pakistan had not 1identified project needs, determined
that existing equipment was 1inadequate, or considered the
Provincial 1Irrigation Departments' «capability to budget for
equipment utilization. The USAID now has the opporturity to
more effectively use the $31 million for project activities
that more directly benefit the agricultural sector. This
report cecommends USAID/Pakistan reevaluate 1its planned
actions to fund $31 million for new equipment and overhaul
of older eguipment. USAID/Pakistan concurred in the finding
and recommendation.

A.I.D. is required by law and U.S. Government management
standards to monitor and evaluate the use and results of its

assistance and to ensure that resources are used as
effectively as possible, A.I.D.-funded equipment, however,
was not effectively utilized. This occurred because

USAID/Pakistan had not clearly delineated monitoring
responsibilities nor taken prompt corrective action when

informed about poor equipment wutilization. In addition,
USAID/Pakistan did not obtain and analyze equipment
utilization reports from the Provincial Irrigation
Departments. As a result USaID/Pakistan did not effect
savings through more effective nse of A.I.D.-funded
equipment. This report recommends that USAID/Pakistan
improve its ability to take timely remedial action on
significant equipment utilization problems. USAID/Pakistan

concurred in the finding and recommendation.

The Irrigation Systems Management project paper and the
Agricuitural Commodities and Equipment program documents
recognized the need for an effective Government of Pakistan
preventive equipment maintenance program, However, the
program established by the Government was ineffective
because of cumbersome procedures, inadequate funding, and



inadequate USAID/Pakistan monitoring. As a result,
A.I.D.-funded equipment costing over $24 million, which had
been 1in-country for as long as four years, was not properlv
maintained and therefore vulnerable to rapid deterioration.
This report recommends that USAID/Pakistan take action to
ensure an effective eguipment maintenance program is
developed and 1implemented. USAID/Pakistan concurred in the
finding and recommendat.on.

Under the Agricultural Commodities and Equipment Program,
USAID/Pakistan provided equipment for six workshops that
were intended to be wused to overhaul the Provincial
Irrigation Departments' neavy equipment fleets. Much of the
A.I.D.-funded workshop machinery procured for overhauling

equipment had yet to be used. The Provincial Irrigation
Departments had not budgeted the funds needed for tne
overhaul of their equirment. As a result, mucn of A.T7.D.'s
investment of approximately $3 million in workshop machinery
was at risk of being wasted. T2 report recommends that
USAID/Pakistan take necessary action to ensure the
A.I.D-:Iunded workshops are effectively utilizeu.

USAID/Pakistan concurred with the finding and recommendation.
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AUDIT OF
UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
IN PAKISTAN

PART I - INTRODUCTION

A. Background

The Acricultural Commodities and Equipment (ACE) Program was
intended to assist Pakistan to increase productivity in the
agricultural sector through A.I.D.-funding of $300 million
for commodities, Some of these commodities were to support
A.1.D.'s Irrigation Systems Management (ISM) Project (No.
391-0467) for the rehabiiitation and maintenance of
Paxistan's irrigation ¢ystem. This effort was to initially
involve about 8,700 miles of canals and about 2,175 miles of
surface drains.

A.1.D. had spent about $31 million since 1983 for heavy
equipment, <pare parts and workshop machinery acquired under
the ACE Program for support of the ISM Project, The Theavy

equipment and workshop machinery were assigned to the
Irrigation Departments in Pakistan's four provinces of
Punjab, Sind, Baluchistan, anrd Northwest Frontier, The

Mechanical Divisien in the Provincial TIrrigation Departments
were responsible for operating the equipment., Procurement
of additional equipment and overhaul of older equipment was
being considered under a proposed amendment to the ISM
Project.

B. Audit Objectives and Sconpe

The Office of the Regional Inspector General for
Aucit/Singapore made an economy and efficiency audit 1in
order to evaluate USAID/Pakistan monitoring and controls
over utilization and maintenance of equipment procured under
the ACE Proaram for the ISM project, and to determine 1if
USAID/Pakistan took timely and appropriate action when
equipment was not fully utilized,

The reviecw was conducted from Auqgust 1987 through February
1988. Audit work included a review of project files and
records and discussions witn  USAID/Paxistan and Government
of Pakistan officials, On site work was conducted in
Islamabad and the Provinces of Punjab, Sind, and t he
Northwest: Frontier, We wvisited wockshops and  equipment
storage facilities at selected project sites, audit  work
involving equipment in  the Baluchistan Province was limited
to a revioew of document s anda files available at
USAID/Pakistan and contractors offices,


http:Baluchist.an

Our review included -equipment that arrived in Pakistan from
1983 through November 1987, The audit covered heavy
construction type equipment procured under the ACE Program
for the 1ISM project amounting to about $31 million,
including spare parts and workshop machinery, as well as
proposed expenditnres under the ISM project of $10 million
for new equipment and $21 million for overhaul of older
equipment.

USAID/Pakistan's comments to the draft report have been
incorporated into the report as appropriate and the full

text of the comments 1is included as Appendix 1. The review
of internal controls and compliance was limiten to
activities related to the report findings. The audit was
made in  accordance with generally accepted government

auditing standards.



AUDIT OF
UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
IN PAKISTAN

PART II - RESULTS OF AUDIT

USAID/Pakistan did not adequately monitor equipment
utilization and maintenance and consequently, did not obtain
and evaluate useful information readily available at the
Provincial “r:igation Departments (PIDs). Also,
USAID/Pakistan did not take timely and appropriate action
when notified anout problems of low equipment utilization.

The USAID/Pakistan Controller haa performed some end-use

crhecks «f equipment  utilization, and certain of the
equipment, particularly the excavators used to clear large
drains 1in the Punjab Province, had been generally

effectively used,

The audit disciosed that a substantial amount of
A.I.D.-funded «eguipment was nct beino effectively utilized.
Nonetheless, USAID/Pakistan managemert had proposel Lo tund
$31 million for additional equipment and for overhaul of
older eguipment dander a proposed amendment to the Irrigation

Systems Manaaement  Project, The audit also found that
responsibility for monitoring equipment dtilization and
correcting  reported  probilems  needed Lo be clearly assigned
to a specific aoperational activity., Also, increased

emphasis needed to  be placed  on assisting the Provincial
Irrigation Departments to establish an equipment  maintenance
system and to bregin using A.T.D.-funded workshop machinery.,

To improve utilization and achieve maximum benefit from
appropriated funds the report has s»ven recommendations for
the establishment and imp.ementation of an improved
moni-oring system, closer interaction with the PIDs,
transfer of equipment, and stronger controls over additional
equipment procurements and maintenance programs.



A. Findings and Recommendations

1., 1Improvements in Equipment Utilization Are Needed.

A substantial amount of equipment funded by A.I.D. was
inappropriate, having no specific project need and
accordingly was not effectively utilized as required by U.S.
Government management standards. Equipment had not been
used for several reasons, including inappropriate
A.I.D.-funded procurements. As a result neither
USAID/Pakistan nor the Government of Pakistan had achieved
maximum economic benefits from the equipment or effectively
used resources of up to $14 million through transfer of
unneeded equipment and improved utilization of other
equipment .,

Recommendation No. 1

We recommend that USAID/Pakistan develop procedures to
ensure that:

(a) project and progaram documents which include
procurement of commoditics for specific projects
also include minimum equipment utilization
standards, «c¢riteria to measure utilization, and
actions to be taken should the standards not be met;

(b) equipment 15  technically applicable to in-country
project activities, consideriag cnvironmental
conditions and bureaucratic situations;

(c) direct input  and  commitment to  effectively use
equipment 15 obtained from the Government of
Pakistan using organization (such as the «civil
divisions of the Provincial Irrigation Departments)
prior to funding equipment procurements and
overhaul programs; and

(d) each of the four provinces have adequate budgetary
capability to effectively utilize equipment before
approving additional funding of procurements and
overhaul programs.

Recommendation No. 2

We recommend  that USA1ID/Pakistan coordinate with each of the
Provincial Irrigation Departments to determine how
intra-departmental  budgeting and funding procedures could be
revised to increase equipment utilization while reducing
overall costs of rehabilitating the irrigation systems,



Recommendation No. 3

We recommend that USAID/Pakistan evaluate equipment covered
by this audit 1including the $5.1 million known problem
equipment (see Exhibit 2), that is excess and cannot be
effectively utilized, and take necessary action to
coordinate:

(a) directly with using organizations such as the civil
divisions to determine which equipment cannot be
effectively utilized, and

(b) with the Government of Pakistan to transfer such

equipment .

Discussion

Office of Management and Budget Circular 117 requires that

A.T1.D. assess the effectiveness and efficiency of
devclopment  programs  on a  continuing basis. In effect,
A.I.D. is required by U.S. Government management standards
to monitor and evaluate Lhe use and results of its

assistance to enpsure that U.S. Government funds are used as
effectively as possible. A.1.D. Handbook 1%, Chapter 10,
Commodity Arrival and Disposition, dated March 17, 1987
outlined A.T1.D. policies and procedures to ensure  that,
among ot her things, A.T1.D.-funded commodities, whether

roject or non-projoct, were offectively used,
{ -~ ’

With respect  to  project assistance, USAID's were to
ascertain that  commodities  {financed by A.1.D. were being
effectively  used  in tne project, ar, if not, were

transferred an approved by  the  USAID. Project aqreements
piaced responsibility on the borrower/grantee to ensure that
the commodities were used effectively for project purposes,
i.e., in accordance with project implementation plans,

USAID/Pakistan, however, funded the equipment under a
non-project assistance agreement, The  Handbook did  not
require UGSAIDs to monitor utilizaticon of equipment  purchased
under a non-project  assistance agreement once 1t was in the
hands of the end user, Accordingly, the resultant
Agricultural Commodities and rquipment  (ACE)  Agreement
provided only for the Government of Pakistan to  assure  that
the ecequipment  was  used two  years after clearing customs.
Special equipment utilization provisions Lo address the
projectized aspects  of  the program were not  established
although it was «¢learly intended that the equipment was to
be used to support the Irrigation Systems Management  (ISM)
project.



Because USAID/Pakistan provided funding under a non-project
agreement, the A.I.D. Handbook requirements and ACE
Agreement provisions for USAID monitoring of equipment
utilization were substantially different than those required
for project assistance. There was, nonetheless, a USAID
responsibility to avoid waste of U. S. Government
appropriated funds.

Utilization - A.I1.D. funded approximately $31 million of
heavy equipment (see Exhibit 1), related spare parts and
workshop machinery for use by the four Provincial Irrigation
Departments (PIDs) under the ISM project. This equipment
was privarily for canal and draln rehabilitution and
maintenance and to a lecser extent flood control. Th~ PIDSs
had not previously used equipment for canal maintenance and
only uscd 1t in certain areas in the Punjab aind Sind to
clesr «arains. With the exception of the larger drains that
requilred the use of equipment, rehabilitation and c¢learance
was performed by  contractor supplied manual labor and small
farm tractors,

The introduction of equipment did not «change past manual
labor practices and therefore the equipment was not used for
irrigation syctem maintenance as anticipated. For exanmple,
canals and drains continued to be cleared manually as in the
past.

In a memo dated July 14, 1986, a USAID contractor stated
that the Main Branch Lower (MBL) was the only project scheme
utilizing construction equipment, and that they had very
limited SUHCCesS in identifying other projects where
equipment could be uaed productively, As  of  August 1987,
there were approximately 120 A I.D.-funded  canal scnemes,
and other than the MBL very few if any were utilizing heavy
equipment.,

Efforts to encourage use of equipment on other irrigation
canal proje. s were not successfal  largely  because much  of
the equipme.t  should not have been procured. For example,
in the Punjab, much of the equipment assigned to the MBL  had
very little oractical use, Other equipment i.e.,, dozers,
scrapers, amphibious backhoes, dredges, compactors,and  weed
boats were used o a limited extent or not at all. Nearly
all of the equipment  procuared for the Northwest Frontier
Province was inappropriate for use on the smaller irrigation
systems prevalent in that  area. Accordingly, its use was
negligible, The  Sind  made  greater use  of  equipment but
still had significant utilization problems,

The following sections discuss some of the constraints to
effective equipment utilization in the provinces and the
cost of ineffective utilization.



Equipment Utilization in the Punjab Province - A.I.D.
provided Punjab 97 items of heavy equipment <costing $12

millior. For the most part, this equipment was not
effectively used. During the 12 month period covering

September 1986 through August 1987, PID monthly reports
showed that 24 draglines, backhoes, and excavators costing
$5.5 million were used to clear drains, 37 1items of
equipment costing $3 million werne assigned to the
A.1.D.-funded MBL scheme, four dozers costing $600,000 were
used on various schemes, si1xXx bLrucks and rtrailers (for which
no utitization records were available) were used to move
equipme:t between schemes and 26 1tems  of  eqaipment  costing
$2.9 m.llion wer  unassigned and sitting idle.  The 90 items
of equipment with v ilization records are discuassed oelow,

--—  Thne 24 draglines, excavitors, and  bacrzhoes  were
used during 160 or 56 percent of the avierlable
288 months.,  The atiqization potential  was  much
greater sSince dor: on draine was possible year
round in the  Punoab; some wWork  toor place
during eact of tie 12 months roviewed and there
was additional work that cguipment  could  have

been e b o accomplich, In this caoce,
according to 4 PID official, cqguipment  was  idle
becauns the  civil  divisions responsible [or
approving schemes  only  had  funds  budgeted to
operate ind maintain about 60 percent  of

equipment chapacity.,

---  During Lhe poriod October 19846 through
Septempsr 1987, 37 items  of equipment costing
$3 million were assigned  to the  Main Branch

Lower  (MBL)  Schene, This  ccheme wWoan designed
by a USaAl  contractor to demonstrate benpefins
of 151 ng cguinment on dlrrigation  Sohemes,
There Wiere, HOWever, rmerou:s probiems
implement ing the  soheme,  and  work  had  been

suspended pending a decision  on gnereacing the
o oount ALTLDL would pay the pPiD,

-=-- The 26 items  of  cquiripment. that were not o used
during tne 12 month  period  reviewed  (September
1986 to  jruqgust Y 987)  dince uaded S sorapers, 4

amphibious backhoe, 2 dredgen, 4 compactors, 3
weedboat o, and H dosers, Four  addit ional
dozers were used only 17 of  the 4y available
mont ha, (Two amphibiouns bhacrhoe s were recoently

used cxperimentally on Lwo drainage cohepes),



Equipment Utilization in the Sind Province - A.I.D. provided
86 items of heavy equipment costing $6.7 million to the Sind
Provincial 1Irrigation Department. Uses of 64 1items are
discussed below,.

--- Thirteen backhoes and excavators were used for
clearing drains. While the overall monthly
utilization for this equipment was good,
averaging 130 hours, potential utilization was
higher. For example during a three month
period one backhoe was used an average of 339
hours per month.

~--— A.I.D. funded 16 scrapers, 18 dozers, 8 10-ton
dump trucks, and 2 front ernd loaders. Use of
this equinment was very limited. At the time
af the audit, some of the scrapers were being
used to remove silt from an irrigation <canal.
Although the situations in which the scrapers
can be used in this manner are limited, this
novel application may help increase utilization.

--- AID funded five eight-ton dump trucks that had
never been used because there were no front end
leoaders for 1loading materials. This matter was
reported by the IG auditors in October, 1985
when they recommended front end loaders fo:
trucks bhe procured.

--- AID funded two weed boats that were used for a
short period to <clear weeds from a canal.
However, the canal was subsequently rerouted
which coincidentally eliminated the weed
problem and the need for the boats which have
been sitting idle rather than being transferred.

Equipment wutilization in the Northwest Frontier Province -
A.I.D. provided 14 items of heavy equipment costing $1.6
million to the Northwest Frontier Province (NWFP) Irrigation
Dapartment for maintenance of irrigation canals and drainage
systems. Very little, if any of this equipment was used
effectively., 1In fact with the exception of two dump trucks
the equipment was generally idle.

For example, during a recent 22 month period three
excavators costing about $9538,000 were used a total of only
7 out of the available 66 equipment months. Also, AID

funded a tubewell drill that cost $435,000. It was used 1in
one demonstration project and then to drill one 500 foot
well and not used since. The Provincial Officer responsible
for the equipment had been attempting to transfer or
exchange it without success.



Equipment Utilization in the Baluchistan Province -~ A.I.D.
provided 29 items of heavy equipment costing $2.6 million to

the Baluchistan Province 1Irrigation Mepartment. The audit
did not include examination of files and equipment 1in
Baluchistan Province,. USAID/Pakistan files 1included only
one utilization report developed by the PID,. This report

which was for the period September 1985 through March 1986
reported very little utilization.

Other Equipment - The USAID should have <considered total
equipment availability and wutilization when consicdering the
purcnase of new equipment. The audit found that equipment
funded in the past by various donors was substantially
underutilized. This equipment was similar to that funded by
A.I1.D. under the ACE agreement. For example, in Punijab
thirty two draalines and backhoes 1in operating condition
were used only about (0 percent of the available months.
Furthermore, eleven dJdozers 1in service during the 12 month
period reviewed were wuced only 63 of the available 132
months, twenty scrapers 1in operating condition were used
only 93 of the available 240 months, and three motor graders
and four compactors were in operating condition but were not
used.

Other equipment assigned to the Main Branch Lower scheme in
Punjab included 5 front end loaders, 3 motor graders, 3
excavators and one crane. One front end 1loader was never
used and the other four were used an average cf 53 hours a

month. The three motor graders had an average monthly
utilization of 46 hours. One of the three hydraulic
excavators was never used and the average monthly
utilization for the other two was 23 hours. The crane was

used only 174 hours during the entire 12 month period.

Reasons for Poor Equipment Utilization - Equipment was
poorly utilized for a number of reasons. For example, most
of the A.I.D.-funded <canal projects did not require or
economically Justify wuse of heavy -equipment of the type

purchased. The PIDs did nof. adequately budget for
equipment use and 1intra-departmental funding procedures
further limited equipment use. To alleviate these
constraints USAID/Pakistan needed to work closely with the
PIDs (1) to fully evaluale and overcome problems to
effective equipment utilization and (2) to transfer

equipment that could not be effectively used. Certain of
the causes leading to ineffective wutilization are discussed
below.

A.I.D.-Funded Projects - Although USAID/Pakistan procured
much of the equipment to be wused on irrigation system
maintenance and rehabilitation, irrigation canal work funded



by A.I.D. did not require use of equipment., While
excavators and backhoes were generally wused for drain
clearance, projects involving irrigation canals were
concidered too small for equipment use. For example, most
of the canal work 1involved shaping the embankment road and

extending it no more than one or two feet, Even 1if the
scope of the projects were enlarged the embankment roads on
the smaller canals were too narrow for equipment. For

larger canals, use of equipment was not practical as the
adjacent land was under cultivation and there were no access

roads or right-of-way. The PIDs had historically used
contract labor and small farm tractors to perform this
work. They continued to do so on the A.I.D.-funded projects

as they considered it more practical and cheaper.

Accordingly, we believe that before equipment 1is purchased,
USAID/Pakistan should ensure the equipment can be
technically used for authorized activities in Pakistan,

Civil Divisions Not Consulted - The mechanical divisions
were responsible for the equipment and actual work involving
the :se of PID equipment. The civil divisions developed the
scope of work, which determined the use of contract labor or

PID equipment for irrigation schemes. Civil divisions,
however, were not consulted regarding the procurement of
A.I1.D.- funded equipment to be used on the schemes.

Accordingly they felt no responsibility to design schemes to
foster equipment use. We believe that greater direct input
and commitment from the PID civil divisions should precede
future A.I.D.-funded equipment procurements and overhaul
programs.

Budgetary Commitmert - Although equipment 1is owned by the
Provincial Irrigation Departments, procedures require its
civil divisions to budget funds for 1its use. For example

hourly charges for a hydraulic excavator were $36.90 (642
Rs.). We were informed that standards for annual equipment
use in Punjeb had been established at 1,500 hours.
Accordingly, based upon this standard the civil divisions
would need to obtain annual budget authority of $55,350
(963,000 Rs) to ensure effective wutilization of Just this
one A.I.D.-funded 1item of equipment. Over its estimated 10
year life budget authority of $553,500 would be needed to
effectively utilize this one hydraulic excavator.

Effective utilization of A.I.D.-funded equipment 1in the
Northwest Frontier Province (NWFP) would require annual
budget authority of about $469,000 and $4.7 million over its
10 year life. Similarly the Punjab PID would need to budget
$37.7 million (656,520,000 Rs) to ensure effective
utilization of only 1its A.I.D.-funded -equipment over a 10
year life,



Unless other provisions for intra-departmental equipment use
occur, such as revisions in fund transfer procedures
discussed below, very substantial increases in budget
authority will be needed if equipment 1is to be effectively
utilized. Accordingly, we believe that USAID/Pakistan
should not fund equipment which is beyond the Government of
Pakistan's capability to budget ror effective utilization.

Intra-Departmental Funding - In some cases equipment may not
have been effectively used because the PIDs' «civil divisions
did not want to pay the PIDs' mechanical division for the
use of the equipment. The civil divisions preferred to use
manual labor which they believed to be cheap2r. PID funding
procedures did nct encourage the wuse of equipment over
manual labor,

Equipment rather than labor could possibly have been wused by
the PIDs 1in some instances and at other times equipment such
as draglines could have been used to a greater extent, In
these <cases ineffective equipment, wutilization was to some
extent, caused by the PIDs intra-departmental funding
procedures. For example, the Northwest Frontier Province
Subdivisional Engineer in charge of equipment could not
provide equipment to a civil subdivision wunless payment was
made for prior equipment vsage. This problem was compounded
by the fact that the civil divisions and their contractors
rarely requested equipment because, in addition to it being
considered inappropriate for the work, it was too costly to
rent.

A mechanical division engineer in the Punjab province said
that draglines sat idle because the «civil divisions lacked
funding to pay for their use.

While these funding procedures enhanced accountability and

encouraged fiscal responsibility, they also promoted
ineffective use of equipment which now represents a sunk
cost. Sight was lost of the fact that the «civil and

mechanical divisions were both part of one irrigation
department that had a Jjob of maintaining the 1irrigation
system,

Cost of Ineffective Equipment Utilization -~ A.I.D.-funded
equipment that had not been effectively used and some that
had never been used,. In these <cases not only was the
procurement of the equipment wasteful, but so were the
associated costs of shipping, maintenance and repair

facilities, and the hiring and training of support staff.
Of the 391 items of A.I.D.-funded equipment, only the
draglines and excavators were clearly needed and effectively
utilized. The need and effective utilization of the



remaining equipment costing over $14 million was
questionable, In fact the audit shcwed that equipment
costing at least $5.1 million (see Exhibit 2) was not
effectively used.

Unless USAID/Pakistan can coordinate with PIDs to
significantly improve utilization, these appropriated funds
will be wasted. Accordingly, we believe USAID/Pakistan
should take all possible actions to ensure effective
equipment utilization.

Conclusion - USAID/Pakistan funded -equipment through an
agreement that d°d not have provisions for ensuring
effective utilization. Much of the equipment was not

appropriate for project activities for a number of reasons
including a lack of input from the «c¢ivil divisions who
decided whether to use contract labor or equipment and who
budgeted for and funded the irrigation <system work. The

equipment rental charges, that the «¢ivil divisions must
fund, further lowered equipment utilization. Even after
USAID/Pakistan and the PIDs exhaust all efforts to
effectively utilize egquipment, it 1is probable that a

substantial number of items will bhe excess to actual needs.
These 1tems should be 1dentified and transferred to where
they will bhe effectively used.

Management Comments

USAID’Pakistan management concurred 1n the finding and
recommendations, They asked that reference to disposal
action be deleted from the finding and recommendations

because the equipment 1is the property of the Government of
Pakistan and there is no provision for disposal in the
Agricultural Commodities and Equipment program agreement,
They also made some suggestions of a minor editorial nature,

Office of Inspector General Comments

Recommendations 1-3 are resolved and will be closed upon

completion of the «corrective actiomn,. As requested all
references to disposal action in Recommendation No. 3 and in
the body nf the report have been deleted since

USAID/Pakistan managqement is5  correct reqgarding  the absence
of provisions for dicposal of unneeded equipment  in the
program agreement, We nonetheless believe that
USAID/Pakistan should make every eoffort to  encourage the
Provincial Tcrigation Departments to dispose  of  unneeded
equipment such as the $435,000 tubewell drill and to
reprogram any sales  proceeds to further 15M project
objectives. We also made all suqggested editorial chanqges,

- 12 -



2, USAID/Pakistan Has Opportunities tc More Effectively Use
Funds Proposed for Additional Equipment Expenditures.

A.I.D. Handbook Three requires that project designers
specify the resources needed such as commodities to achieve
projects outputs and objectives. The USAID/Pakistan Program
management  had  proposed  funding of  $31 million for
additicnal equipment and overhaul of older equipment for
which no need Lad been established. This occurred because
USAID/Pakistan had not identified project needs, determined
that existing equipment was inadequate, or considered the
Provincial Irrigation Departments' capability to budget for
equipment utilization. The USAID now has the opportunity to
more effzctively use the $31 million for project activities
that more directly benefit the agricultural sector.

Recommendatign No. 4

We recommend ~hat USAID/Pakistan:

(a) reevaluate the need for and wutilization of new
equipment  valued at $10 million included in its May
1987 draft oproposal for the JIrrigation Systems

Management Project paper,

(b) reevaluate the need for  and likely utilization of
the $21 million equipment overhaul program  proposed
under the Trrigation  Systems Management  Project
amendment (phase 11, and

{(c) define minimur 1tiltization standards for  new  and
I

overhaunied equaipment  and specify corrective ac
1f the standards are not met,

Discussion

A.I1.D. Handbook Three requires that project designers

specify the resources needed  such  as  commodities and
technical assistance to achieve project outputs and
objectives, Furthermore, A.I1.D. Handbook 15 requires USAIDS

to establish a system to  ensure  coffective utilization and
maintenance  of  A,1.,D  financed commodities,  Expenditures of
$10 million for new ecquipment  and  $21 million to  overhaul
older cquipment  were proposed by USAID/Pakistan,  Although a

detailed listing for new cquipment and parts liste for  older
equipment had bion prepareed, specific wses for chis
equipment. had not been tdentified by USAID/Pakistan, USALD

had not  committed funds for  these purposes as of February
1988. In order to employ good management  practices  cach
item of equipment to  be procured or overhaualed should have
clearly defined needs, proposed uses, and a reasonable



assurance that the equipment use will justify its
procurement. A reevaluation of both proposals is needed as
discussed below.

Planned New Equipment Procurements - $10 Mil'ion - In its
May 1987 draft amendment, USAID/Pakistan planned to provide
$10 million to fund a third trenche of equipment for the
Irrigation Systems Management Project. The proposed listing
for the new equipment included 35 additional draglines and
excavators, 32 dorvzers, 18 motorized scrapers, 6 six-ton
vibratory compactors, wvarious trucks, cranes and  numerous
other 1items,

It Wi noet  clear at the time of the audit which, if any, of
these 1tems wontld actually be procured and information on
specific needs for the equipment wWere not ivailable. 1In
fact, USAID/Pakistan had planned to procure equipment for
the PIDs without specifically ildentifying project needs and
had not determined that »xisting equipment was  Inadeqguate  to
meet needs  that might arise.  Also equipment needs were not
based upon equipment  utilization work plans, Coordination
with the civit o Divisions who must  plan and  budget for
equipment oe wis lacking,

Planned Ovearihiau. Of Older  Equipment - $21 Million -
USAID,/Paxintan had planned to finance the overhaul  of  older
equipment  owreed by the Provincial  Irriastion Departments,
Howerwer v vnsinmeent. P o e overbaalyed  was o not for oany
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USAID/Puriat in contracted for a plan to be  prepared  for  the
overhaul program, and  an Novemnoer 1987 this plan was in the
latter stages o9f  compiaet ion, This USATD/Pakistan  directed
task had turen two  years  and required preparation of four

manuals totalling over 1,000 paaes  that  incladed  detailed
parts lioto for  each  of 535 items o of cquipment in the four
province: to b overhainled, This  equipment included 83
dozers, 10 worapers, 4 dritling riras, 24 draglines, 6
motor graders, 37 backhoes and varaious ot her ftems of heavy

equipment, In addition to the  veqiipment,  there were  plans
for the overhaul of 120 vehicien for the punjab Provinee,

A survey by USAID/Pand stan contract enganeeers Showed that
the caqnipment too e averhiaaled waro oan Rt remely poor
condition due to Jack ol sutbrcient preventive maintenance,
subat andar d el repatts, cxtensive micuse and
cannibalizat 1on, The ST Vey Leam coneluded t hat an

intensive  and  cxpensive  effort would have  to  be made to
recondition this equipment  before 1t would once  again  be
usable,
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Dozer at  Moghalpura workshop in Punjab to be
overhauled as  part  of the USAID proposed
cquipment overhaul program.

Trouck .t Moghalpura  workchop an Punjab to be
overhauled  as part of Lhe HHATD proposed
cquipment overhaul program,



The contractor identified 5 major constraints to a
successful overhaul program as insufficient funds,
insufficient staff and personnel, underqualified manageria’
and supervisory staff, underqualified technical personnel
and 1insufficient spare parts, All of the actions proposed
by the «contractor to overcome these constraints involved
additional funding to be provided by the USAID, including
funds for special pay rates to help attract qualified staff.

In a September 1987 memo to the USAID/Pakistan Mission
Director, w~e asked for documentation showing the need for

ind specific use planned  for each item of equipment to be
rebullr, Weoalso o asked  for oany  docuaments showing the
Government  of  Pakistan's  commi*ment Lo fully utilize the
repar it canipment for aathorirzed parposes, A USAID/Pakistan

official aubseauently  told us  that a final decision or the
overhaul program had not been made  and  accordingly  did  not
provide the pequested docuamentation,

As with the new cqguoipment, in proposing the overhaal program
USAID/Piwil ban had not adeqguately  addressed (1) the  amount
of PID e pment inan operational  status,  (2) past
utilization and (3) the absence of well defined
substant 1sted  peeds for o the eguipment planned for overhaul,
Also, USANTD Pavictan had not given o iequate  consideration  to
the cozuv of  arilizing  this  eqguipment, For example, to
effectively  ctiitize this overhaaied equipment the four PIDs
would necd to pudget approximately $14 million annually for

1ts operation,

Conclunion - We believe  that rrior to funding ei~her new
equipment  or overbau!  of  existing  eguipment  the  Mission
Director should require a carefal review of the actual
utilization that could Hhe reasonably pxpected,
USAID/Pakistan should be  assared that  there is a specific
and continuing need for the items to be overhauled and  that
utilization standards will be met,

Management Comment s

The USATD management concurred in the finding and
recommendat 1on,

Office of Incpector General Comments

Recommendation No, 4 is considered resolved and will be
closed when USAID/Pakistan completes the corrective actions,



3. USAID/Pakistan Needed to Assign Responsibility for
Monitoring TFEquipment Utilization and ror Resolving
Reported Problems.

A.I.D. 1is required by law and U.S. Government management
standards to monitor and evaluate the use and results of 1its

assistancn and to ensure thac resources are used as
effectively a: possible, A.1.D.-funded equipment, however,
was not effectively utilized. This occurred because

USAID/Pakistan had not clearly delineated monitoring
responsibilities nor  taken prompt corrective action when

informed about poor equipment  urilization, In addition,
USAID/Pakistan  did not obtain and analyze equipment
utkil:i-ation reports from t he Provincial Irrigation
Department =, At i resualt  USAID/Pakistan did not effect
savings through more e“fective e of A.I1.D.~-funded

equibment .

Recommendation No. 5

We recommend  that USAID/Pakistan improve its ability to take
timely remedial action by establishing procedures to:

(a) ensure that necessary action will be taken to remedy
significant ~quipment utilization problems as they
become known,

(b) assign olour responsibility  for menicoring equipment
and taxing corrective action to an  cperational activity
such L5 the Nffice of Agricultural and Rural

Deviloome nt, and

(c) obtain periodic utilization status reports from the
Government of Pakistan on A,I.D.-funded equipment and
evaluate utilization to determine appropriate
corrective action,

Discussion

The Foreign 5515tance Act  requires A,I.D. to establish a
manaqgement syscem that includes the adoption of methods for
comparing actual versus planned results of programs. Also,
A.T.D. 15 required by law and 0.8, Government minagement
standards  to monitor and evaluate the use and results of
development assistance to encsare that  U.S.  Government funds
are used as effectively a5 possible.  USAIDs have a numbor
of sources of information that can be used to help ensure
A.1.D.-funded resources are effectively utilized, Although



not specifically required by A.I.D. handbooks, good U.S.
Government maragement practices would be to fully consider
this information and when warranted take action necessary %o
correct reported problems. As discussed below,
USAID/Pakistan management was informed of severe equipment
utilization problems as early as October 1985 by the
Inspector General (1G) and subseqguently by the USAID
Controller in two of his equipment wutilization reports.
Corrective action, however, was not taken.

USAID Management Did Not correct Known Problems - Poor
equipment utilization had been reported to  USATD management
in the past but corrective action was not taken. Tn October

1985, the IG reported (Audit Report No. 5-391-86-1) to the
Mission Director that much of the A.I.D.-funded equipment
had not been effectively used and in fact, 135 items costing
over $4.4 million had not been used at  all for periods
ranging from 8 te 14 months. The USAID Controller reported

equipment utilization  problems in two <epardate  end  use
reports dated September 21, 1986, and  February 10, 1987.
The USATD Controller cited reasons for ineffective

utilization a5 (1) lack of  heavy construction work, (2)
intra-departmental funding proceduares for  equipment  rental,

(3) a belisf that uase  of equipment instead of labor would
substantially increase project  cost, (4) canal  banks  that
were too Nirrow to accommodate equipment, and (9)

lnappropriate equipment.  Our audit found that these reasons
continue to be dominant factors for ineffective equipment
utilization,

Monitoring/Corrective Actions - USAID/Pakistan  was  generally
aware of poor equlipment utilization. However,
USAID/Pakistan did not obtain available information on
equipment utilization within the PIDs. The three PIDs
visited during the audit were maintaining data which could
have been provided to  USAID/Pakistan on a periodic basis,
With this information USAID/Pakistan would have been in a
better position to recolve equipment utilization problems in
a more timely manner.

When poor utilization Was brought to ity attention
USAID/Pakistan management did not take corrective action in
part, because clear responsibility was not  assigned. For

example, management  responses  to the 1985 IG report and to
the USAIL Controller's end use reports attempted to  justify
the procurements  and  equivocated on corrective actions that
would be taken, Accordingly, similar problems still  existed
at the time of this audit and we believe they are likely to
ceontinue until  USAID/Pakistan establishes a process to
remedy significant equipment wutilization problems as they



become known. By not addressing problems a:z they were
repcrted, USAID/Pakistan in effect, denied benefits to the
agricultural sector that «could have been derived from more
effective use of equipment costing at least $5.1 million.

Part of the problem with the existing process was the lack
of c¢lear responsibility within USAID/Pakistan for taking

corrective action. Since the eauipment was purchased under
a program rather than project agreement, there was no
project officer to automatically aszume this

responsibility. By memo dated April 20, 1987, the Chief,
Office of Aaricultural and Rural Developinent (O/ARD) made
some effort to parti~ily remedv this problem. In his memo
to the Deputy Mission Direcror he stated:

"ARD  nas no on-going relationship with respect
‘o flood cornsrol nor do we envision .uny project

Lype activitios involved in  flood control,
Further, for flooa control eauipment LRD's
responsibilitics will cease after assisting
provincial authorities with the procurement of
this cquipment and ascertaining  that  such
equipment. 15 delivered to the appropriate

u

provincial departments,”

The Chief, O/ARD  went on to  say that monitoring and
corrective action on flood control eqguipment would be
handled by the Office of Financial Management, and that
monitoring use of the A I.D.-funded drilling rig would be
handled by the Regioaal Affairs Officer in Peshawar. This
guidance did not inciude any mention  of  equipment purchased
for irrigation and drainage  work, Also, 1t was not
practical to implemen'  because the specific equipment
procured  for  flood control purposes was not identified or
seqreqgated.,  Additionally, neither the Controller nor the
current  Chief, Office of Agricultural and Rural Development
were aware of the memo.  In any case, the Controller was not
in a position, orgonizationally, to initiate <corrective
action on equipment utjilization problems, Accordingly,
responsibility still needed to be assigned.

Conclusion -  USAID/Pakistan management  had been repeatedly
informed of situations involving poor utilization  of
A.1.D.-funded equipment  but  these problems had not been
corrected, We  believe  that  USAID management should take

acticn now to tully resolve  equipment utilization problems.
Additionally, USAID/Pakistan needs to assign responsibility
for monitoring utilization of equipment and initiating
corrective action to an operational activity. This activity
should obtain periodic status reports from the PIDs on
equipment operational status,


http:purpos.es

Management Comments

USAID/Pakistan concurred in the finding and recommendation.

Office of the Inspector General Comments

Recommendation No. 5 is resolved and will be closed when
USAID/Pakistan provides evidence that the corrective actions
are completed,



4. USAID/Pakistan Was Not Successful In Assisting the
Provincial Irrigation  Departments to  Establish a
Preventive Equinpment Maintenance System,

The TIrrigation Systems Management. project paper and the

Agricultural Commodities and Equipment  program documents
recognized the need tor an effective Government of Pakistan
preventive equipment maintenance program. However, the
program established by Lhe  Government was  ineffective
because of cumbersome  procedures,  inadeqgquate  funding,  and
inadequate USATD/Pakintan monitoring, AS A result,
A.T.D.-funded cquipwrnt conting over $24 million, which hed
been in-country for  as long as four years, was not woperly

[
maintained and therefore valnerable to rapid deterioration,

Recommendat 1on No. 6

We recommend that USAID/Pakistan:

a) assist  the Provincial Irrigaition Departments to
develop an  equiprent preventive maintenance program
which includes provisions for planning, scheduling,
and budgeting for the maint-nance: and

D) request  the sovernment of Pakistan to geport on the

Provincial irrigation Department 's preventive
maintenance program,

Discussion

Both the Agricultural Commodities and FEquipment (ACE)
Program Assistance  Approval  Document and  the Trrigation

Systems Management (ISM)  Project Paper recognized the need
for the Governaent  of  Pakistan to  establish an effective
ecdipment  maintenance  program.  Also Handbook Three, Chapter
Three emphasized the  importance of the host country
institutiens!’ sabtisfactorily meeting 1ts roles and
responsibilitien,

The technical assistance contractor was  still working on  a
computer  based  maintenance  tracking  and monitoring progran
as »f Febraary 1988, TInstallation of  the program  was  not
certain for a number of reasons including problems in hiring

and Lraining qualified computers  operators, USATD/Pakistan
had not  made  interim  provisions for roantine amonitoring of
equipment maintenance., Accordingly, the Provincial
Irrigation Departments  (PIDS) bad not installed and funded g
maintenance  program  that  wonld enable them to plan,
schedule, budget., and perform routine and  preventive



maintenance of equipment and to prepare appropriate reports
on the status of -equipment maintenance. This was due, in
part, to the PIDs not budgeting sufficient funds for
equipment maintenance,

Lack of an effective maintenance program reduced the
usefulness of the PIDs' equipment fleets. Much of the older
equipment was either deadlined or subject to freguent
breakdown due to inadequate routine preventive maintenance.
Also, since only the machinery that was being used received
even minimal maintenance, the many items of equipment with
low wutilization were not generatinc maintenance funds and
therefore did not receive the maintenarce necessary to
prevent deterioration.

Without an effective maintenance program A.I.D.-funded
equipment costing over $24 million, which had been in
Pakistan for up to four years, is highly vulnerable to rapid
deterioration.

Management Comments

USAID/Pakistan concurred in the finding and recommendation.

Office of Inspector General Comments

Recommendation No. 6 is resolved and will be closed when the

Provincial Irrigation Departments establish an equipment
preventive malntenance program and the Government of
Pakistan submits reports on the preventive maintenance
program,



5. Workshops Have Not Been Used As Intended for
Maintaining Equipment Fleets

Under the Agricultural Commodities and Equipment Program,
the USAID provided -equipment for six workshops that were
intended to be wused to overhaul the Provincial Irrigation
Departments' heavy equipment fleets. Much of the
A.I.D.-funded workshop machinery procured for overhauling
equipment had yet to be used. The Provincial Irrigation
Departments have not had the funds needed for the overhaul
of their equipment, As a result, much of A,I.D.'s
investment of approximately $3 million in workshop machinery
was at risx of being wasted.

Recommendation No. 7

We recommend that USAID/Pakistan coordinate with each
Provincial Irrigation Department to determine how workshop
machinery can be effectively utilized with minimum
additional A.I.D. funding for equipment overhaul or find
other uses for this machinery.

Discussion

Under the Agricultural Commodities and Equipment (ACE)
Program, USAID/Pakistan provided machinery «costing over §3
million for six workshops; three in the Punjab and one each
in Sind, Baluchistan, and the Northwest Frontier Provinces.
These workshops had two functions: (1) the fabrication of
parts for the irrigation system structures and (2) the
maintenance of the Provincial Irrigation Departments' (PID)
equipment fleets., The Irrigation Systems Management Project
Paper stated that the workshop equipment and spare parts
were to be procured to maintain the PIDs' o0ld and new
equipment fleets.

Commissioning of the workshops 1lagged behind schedule, but
by November 1987 five of the six workshops, although
generally wunused, were at or near operating capability. At
the Moghalpura workshop 1in Punjab the machinery for
fabricating and repairing components of the irrigation
system was being wused, but the machinery for overhauling
construction equipment was idle 2nd had, in fact, never been
used. At the Bhalwal workshop in Punijab, the fabrication
machinery was 1in use, but use of the overhaul machinery had
been limited - three draglines had been overhauled since May

1987. Tle workshop at Peshawar in the Northwest Frontier
Province was near operational status and some vehicles had
been overhauled. The Jamshoro workshop in the Sind was not

operational because of construction delays.



The Executive Engineer 1in charge of the Moghalpura workshop
stated that elthough the workshop machinery was operational
and employees had been trained, funds were not available for
equipment overhaul. He said the workshop machinery would
not be used unless USAID provided funds. The lack of funds
simllarly limited the utilization of the other workshops.
Although the Bhalwal workshop has overhauled three
draglines, the level of work was substantially less than
reguired for effective utilization of that facility. In the
Northwest Frontier Province there was concern that the heavy
equipment owned by the PID was not enough to provide
sufficient maintenance and overhaul work to even cover the
salaries of the workshop employeses that had been hired and
trained.

8.3

Some of the A.I.D.-funded machinery comprising
the Moghalpura equipment overhaul workshop that
has never bheen used.

Much of the $3 million of A.I.D.-funded workshop machinery

was not used. Effective wutilization of the A.I.D.-funded
workshop machinery depends upon substantial long term
funding for equipment repair and overhaul. Therefore, USAID

should determine how the machinery in each workshop can be
effectively utilized without the PIDs relying upon
additional A.I.D. funding for equipment overhaul. I1f the
PIDs cannot fund the anticipated equipment maintenance then
the worksnop machinery will not be effectively wutilized and
the A.I.D.-funds expended for that equipment will have been

wasted.



Management Comments

The USAID concurred in the finding and recommendation.

Office of Inspector General Comments

Recommendation No. 7 is resolved and will be closed when
USAID/Pakistan determines how the workshop machinery can be
effectively utilized.



B. Compliance and Internal Control

Compliance

USAID/Pakistan procur ad equipment to be wused for the
Irrigation Systems Management Project under a commodity
import program type agreement rather than a project
agreement, Accordingly normal A.1.D. requirements
pertaining to the monitorship of project commodity
utilization were not applicable to equipment covered by this
audit. The review of compliance was limited to the findings
presented in this report.

Internal Ccntrol

Finding No. 3 discuss<d the need for better USAID/Pakistan
monitoring of equipment wutilization and for developing a
system to ensure known problems are corrected. Finding No.
4 discussed the need for better USAID/Pakistan monitoring of
the Provincial Irrigation Departments'’ provisions for
ensuring routine and preventive maintenance of A.I1.D.-funded
equipment was performed, The review of internal controls
was limited to the findings presented in this report,
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UTILIZATION AND MAINTENANCE OF SELECTED EQUIPMENT
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PART III - EXHIBITS AND APPENDICES



Exhibit 1

Equipment Procured - First & Second Tranches

Dozers

Draglines
Backhoes
Excavators

Dump Trucks

Flat Bed Trucks
Scrapers
Compactors

Low Bed Trailers
Frontend Loaders
Dredyes

Water Truck:s

Fuel & Lube Trucks
Weed Cutting Boat:

Tubhe Well Drill
Mobile Crane
Motor Graders

Miscellaneous

Total

September 30,

1987

41
22
20

41

27
147

13
23

cost

$ 3,065,994
5,129,164
3,389,279
1,620,250
2,643,880

161,754
2,451,485
1,118,067

552,679

195,842

696,416

854,200
1,254,181

144,607

434,652

238,445

123,501

302,790

$24,377,195

- - - |



Exhibit 2

Equipment with Low or No Utilization

September 30, 1987

Punijab Sind  NWFP Total Unit Cost Total Cost

Dczers - Desser 5 5 $157,237 $ 786,185
Dozers - Case 3 1 4 59,522 238,088
Dozers - Deere 1 1 26,937 26,937
Scrapers 5 5 137,450 687,250
Amphibicus Backhoes 4 4 174,350 699,800
Mudcat Dredges 2 2 116,070 232,140
Weedboats 3 2 5 28,921 144,605
Compactcrs -~ 6 ton 4 1 5 56,827 284,135
Dumptrucks - 8 ton 5 4 9 45,037 405,333
Backhoes 2 2 184,461 368,922
Tube Well Drill )| 1 434,652 434,652
Motor Graders 2 2 61,751 123,502
Dragline 1 1 168,669 168,669
Lube Trucks 2 2 63,229 126,458
Low Bed Trailer 1 i 140,181 140,181
Water Trucks 4 4 66,456 269,824
Total 26 13 14 53 $5,132,681
-ne nam anw mun awsusssman
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UNCLASSIF[»D ISLAM*BAD 011173
o

(4) ACTION ALD2 INYO AMB' DCM ' Appendix 1
%

VZCZCEP0OR35 LOC: 299-391 152
PP RUEHGP 24 MAY 88 1026
DE RUERIL #1173 14510832 CN: 34438

ZNR UUUUU 2ZH CRRG: AID

P 2410327 MAY 88 / DIST: AID

FM AMEMBASSY ISLAMABAD
TO AMEMBASSY SINGAPORE PRIORITY 2912
BT

UNCLAS ISLAMABAD 11173
ADM AID

FOR RIG/A/S RICBARD DRRRICK FROM J. PAUL GUEDET,
DIRECTOR, (ACTING)

E.0. 1235€: N/&
SUBJECT: MISSION COMMENTS ON D-AFT AJDIT O+ UTIIIZATION
- AND MAINTENANC: OF SELICTED FQUiPM NT

REF: YOUR MEMO OF APRIL 22, 193€8

1. TBE MISS5I04 HAS NO DISAGREEMENT WITH THE FINDINGS
AND RFCOMMFNDATIONS IN THE DRAFT REPORT AND CONCURS IN
ALL THBE RECOMMENDATIONS EXCEPT THL WO0ARDS QJOTF OR
DIEPOSE UNQUOTF IN PART (B) OF RECOMMENDATION KO.

FF. GSINCE THE EQUIPMENT IS THE FROFERTY CF IHE
GOVT., OF PAKISTAN, AND THERE IS NGO PROVISION FOR
DISPOSAL IN THE PROGRAM AGRLEMLNT WE DON’'T SEE HOW WE
CAN COORDINATE DISPOSAL. WE HAVE, HOWEVER, ALRYADY
INITIATED ACTIONS &ITH PROVINCIAL IKRIGATION
DEPARTNMFNTS TO UTILIZY EQUIPMENT AND/OR TFANSEFR 70
OTHER ORGANIZATIONS TO :fFECT UTILIZATION.

2. WE DO OFFFR THFE FOLLOWIKG SPECIFIC COMMENTT:

- EXECUTIVE SUMMARY, PAG: 2, SECONWD PARA, THIRL
- SENTENCE ~ PLEASE DELETE THUFE WOKDS QUOTF DISPOSAL
- OR UNQUOTE.

- PAGE 3, FIRST FULL PARA, FIRST SENTENCE, PLEASE
- INSERT THE WORDS QUOTE HAD NOT UNQUOTE AFTER THE
- WORD MANAGEMENT.

RESULTS OF AUDIT - PAKT II

- PAGE ELEVEN, SECOND PARA, FIRST SENTENCE - ELIMINATE
- QUOTE AVOID YURTHRR WASTE OF UNQUOTE AND SUBSTITUTE
. QUOTE ACHIEVYE MAXIMUM BENFFIT FROM UNQUOTY.

- PAGE TWELFVE, FIRST PARA, LAST SFNTENCE ~ ELIMINATE
- QUOTE DISPOSAL OR UNQUOTE.

€.ECEIVE!
8. THE MISSION APPRECIATES THE CONSTHUCTIV} AND
POSITI(E ATTITUDE OF RIG/A IN THIS AUDIT AND ASSURES 25 MY 88
THAT WE HAYE ALREADY INITIATED ACTIONS IN RESPONSE TO
RECOMMENDATIONS IN THE DRAFT REPORT. RAPHEL RIQ/A/S

UNCLASSITIED ISLAMABAD 611173 )



Appendix 2
Page 1 of 3

List of Recommendations

Recommendation No, 1

We recommend that USAID/Pakistan develop procedures to
ensure that:

(a) project and program documents which include
procurement  of commodities for specific projects
a.so rnclude minimum equipment utilization
standards, criteria to measure utilization, and

actions to be taken should the standards not be met;

(b) equipment is technicaily applicable  to in-country
project activities, considering environmental
conditions and bureaucratic situations;

(c) direct input and commitment to effectively use
equipment 15 obtained from the Government of
Pakistan wusing organization {such as the civil
divisions of the Provincial Irrigation Departments)
prior to funding equipment procurements and
overhaul programs; and

(d) each of the four provinces have adequate budgetary
capability to effectively utilize equipment before
approving additional funding of procurements and
overhau: proarama

Recommendation No., 2

We recommend that USAID/Pakistan n~oordinate with each of the
Provincial Irrigation Departinents to determine how
intra-departmental budgeting and funding procedures could be
revised to increase equipment utilization while reducing
overall costs of rehabilitating the irrigation systems,

T
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Recommendation No. 3

We recommend that USAID/Pakistan evaluate equipment covered
by this audit including the $5.1 million known problem
equipment (see Exhibjit 2), that 1is excess and cannot be
effectively utilized, and take necessary action to
coordinate:

(a) directly with using organizations such as the civil
divisions to determine which equipment cannot be
effectively utilizea, and

(b) with the Government of Pakistan to transfer such
equipment.

Recommendation No. 4

We recommend that USAID/Pakistan:

(a) reevaluate the need for and wutilization of new
equipment included in its May 1987 draft proposal
for the Trrigarion Systems Management Project paper,

(b) reevaluate the need  for  and likely utilization of
the $21 milion eaaionsnt overheul  nrogram  proposed
under thee drriastion  Systens  Management  Project

amendment {nbase TT), and

(c) define minimim utilizition standards for new and
overhauied cquinmnent  and specify corrective actions
If the standardo are not met.,

Recommendation Ho. 5

We recommend that USAID/Pakistan improve its ability to take
timely remedial action by establishing procedures to:

(a) onsure that necessary  action will be  taken to
remedy  significant  equipment  utilization problems
as they become known,

(b) assign clear recponsibility for monitoring
equipment and taking corrective  action to an
operational activity such as the Office of
Agricultural and Rural Development, and
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(c) obtain periodic wutilization status reports from the
Government of Pakistan on A.I.D.-funded equipment
and evaluate wutilization to determine appropriate
corrective action.

Recommendation No., 6

We recommend that USAID/Pakistan:

a) assist  the Provincial TIrrigation Departments to
develop an  equipment preventive maintenance program
which includes provisions for planning, scheduling,
and budgeting for the maintenance; and

b) request the Government of Pakistan to report on the

Provincial Irrigation Department's preventive
maintenance program.

Recommendation No. 7

We recommend that USAID/Pakistan coordinate with each
Provincial Trrigation Department to determine how workshop
machinery can be effectively utilized with minimum
additional A.I.D. funding for equipment overhaul or find

other uses for this machinery.
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