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see Appendix VI for additional background  infi3mtiun\



Audit Findings

The Eollotving  sxtion discusses he USMD prog~~~~ md thek implem~nt&ion  status fur
FYI996  and FY1997.
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As of September 30, 1997, Parsons had issued:
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Of the 5 1 approved MIS projects, construction was in-ptagress  ~OC 40 projects, work had nst yet

begun  for 7 projects and 3 projects were complete. In addition, subc0ntrncWrs  had compieted
16 of the 53 CRF projects. See Appendix III for additioti  informatioln  0~ the status of the MIS
program.

we Cu. During this period, we pttibrmed end-use checks of the 13 Tuxla-mmaged
84IS projects W werr: reported as 100 percent  completid  during &z fiscal ~GX aded September
30, 1997. Ofthe 13 project  sites visited, I2 projects were being used md one was not being used
for its &ended purpose,  as discussed below,

The ‘Memici  He&h Center was officiaIly  turned over to tie Municipality on September  30,1997,
but z+ of the mid-November visit by RKXBudapcst,  the facility  was not being used as a health
center, However, QAC section of the faciliv wets being us4 by the Belgium Red Cross to
conduct sewing classes fox women in the Icrc;tl  area. According  to USAID project personnel,
they wwz told that the Center was not b&g used as intended because it lac’ked  nccessq
medical  equipment. To help rem&y the situation, tie Miss,ion  worked with the Tuzla Clitical
Center and obtihed  donations oC basic medical eqtipmmt.

In a discussion ~<th Wssion officiafs,  we; pointed out that  we did nut issue a rqxxt of audit
fading on the problem of RQX~-use  because the sitmtian was similar  to that of a previous audit

5



6



Parsons' Sarajevo warehouse; electrical material in the foreground.
Photograph taken by RIG/Budapest auditor, November 24, 1997.

The subcontractor’s forklift and more electrical materials inventory.
Photograph taken by RIG/Budapest auditor, November 24, 1997.
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Scope and
Methodakqgy

The Of&x of the Re@~nal  Inspector GeneraVBudapeti  is conducting a cxncunent  audit  of
USAID’s Municipal InEastructu.~  ald Services (MIS) program  xtivitks in Bazxk&kxx~govina
in accurdance with generally accepted government 3uditing smdards. "The reporting period for
this audit was July 2. through September 30, 1997. The ~&it VGG conducted f&m November
5-26 and Decen~ber  8-22, 1997, at the USAID affkes  in ‘Tuzk  and Sarajevo, and the Parsons
Delaware, Inc., office and war~huuse in Sarajevo.

During this reporting periad,  we did not audit  the ME program  bar& accounts  maintained by
National  Bank of Bosnk&kxzegovina  or Parsons. tisu, we did not audit the pro~axn’s  inanciaI
statements that are shown ti Appendix V. lG&hermore,  we did nut visit ~JI CXRP  projecB
dtin~ this reporting period.

Audit: m&odology inch&d fiie reviewsV interviews, Geld  visits ad data analysis. We reviewed
am~ndmenti  to the Grant; Agreement between Bosnia-Herzegovina and tie United  St&es of
America,  progam documents and contracts, to keep abremt of program objectives and
restrictians  as determined  in previous audits. We interviewed USAID  and conka~tor  ofkiak
to &tin their views in problems being experknc4  in the pqmrn and the adequacy  of a&xx
t&en to address tfresez problems.

We visited the 13 Tuzk-managed  MIS projects  that were completed dtig the f&al year ended
September 3U,t997.  We performed end-use checks through observation and discussions ~5th
the END engineers and the program coordinator. Heven ofthfz pr5jccts were fram the
FY 1996  program;  two hm the FY 2997 program. The budgeted amount for the prujects  visited
was about  $12 million. We ;rBso reviewed operations oi” Parsons’ Sarajevo warehouser which
was leased  to receive, store and issue ehxtrical  materials fox the FY X997 MIS projects.



Appendix XII:

Frum: Craig G. Buck, Directax  /s/

We have no specific  commits  to make with respect to this particular repoti.







* --.& This synergy  project was budgeted for $697,428 to reconnect three
villagrs to he municipal grid. Tati payments by Parsons as of September 30, 1997,
were $628,306: inchding $571,932 for purchase  orders ad SS6,374 for dw&Grag.



I Budget I Projects I Amount  of CO~tK.KtS
Project Sect5r Xdentified Agrproved CMltiWtS

Energy 1 $22,Q03,000  1 27

I He&h I 4
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Appendix V

4% Year
Program
Budeet

$144,000,0Ml

3 x ,uoQ,UOQ

1 ,&QQ,QQU

AD.MH.M
Disbu&

$ti#,374,926

I x $32,305

6&g 69’

724,997



Background

The Da)l;ton  Agreement viewed ec~nomk rehabiUation  and reconstru&ion as ~JI essexrtial
eknent to the peace ~JXXXXS.  The Agreexnent  rpegotiaton  believtzd  tktt the people mu.st  have an
econotic stake in the process,  therefke, economic  IWXBIYU~~~Q~~,  ec5rromic institution btiMiig,
and promotion of a market economy  were dtizned major fxtors  ta ezzting a lasting  ~WXK In
2996,59 donor counties and urganiz;ations  pledged $1,9 bUion  to the reconstruction program
and by the end o;f the year there were many signs of economic  rt~o~ry. For exampie,  road and
rail links were being restored, housing repaired, and basic sewices  such as water and heating
were reestablished.




