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Office of Inspector Geeneral 

August 224, 2012 

MEMORAANDUM 

TO: 	 USAIDD/Pakistan MMission Dire ctor, Jonath han M. Conlyy 

FROM: 	 OIG/PPakistan Direector, Josep h Farinella //s/ 

SUBJECCT: 	 Audit of USAID/Paakistan’s Goomal Zam MMultipurpose Dam Projecct 
(Repoort No. G-391-12-008-P)) 

This memmorandum ttransmits ouur final repo rt on the suubject audit.   In finalizinng the reporrt, we 
considereed your commments and included youur response in Appendixx II. 

The repoort contains one recommmendation tto help imprrove the Go omal Zam MMultipurpose Dam 
Project. Based on iinformation provided byy the missioon, a manaagement deecision has been 
reached on the reeport’s recommendationn. Please ccoordinate ffinal action with the Audit 
Performaance and Coompliance D ivision in thee Office of thhe Chief Finaancial Officeer.

I want to  thank you aand your staaff for the coooperation and courtesiees extended to us duringg this 
audit. 

U.S. Agency for International DDevelopment 
U.S. Embasssy, Diplomatic Encclave 
Ramna 5, Islaamabad, Pakistann 
www.usaid.gov/oig 

www.usaid.gov/oig
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SUMMARY OF RESULTS 

Pakistan’s chronic, severe electricity shortages and looming water scarcity threaten the 
country’s political and economic stability. In particular, the southern belt of Khyber 
Pakhtunkhwa, an underdeveloped yet strategically important area vulnerable to extremism, 
lacks electricity and water for agriculture.  To provide stability and economic opportunity, the 
government has chosen hydropower to help generate electricity in South Waziristan, Dera 
Ismail Khan, and Tank and to irrigate and cultivate land in the latter two.   

In 2002, Pakistan’s Water and Power Development Authority (WAPDA), a government-owned 
public utility, began dam construction on the Gomal River in South Waziristan.  The tribal elders 
of South Waziristan provided the land for the main dam and water storage area.  However, work 
was suspended in 2004 because of the kidnapping and subsequent killing of an employee of 
WAPDA’s foreign contractor.  WAPDA resolved the security problem in 2007 by awarding a 
contract for the dam project to Frontier Works Organization, a construction and military 
engineering branch of the Pakistani Army.  Frontier Works agreed to provide the necessary 
security in the project area and subcontracted the construction work to foreign contractors, one 
for the dam and the other for the irrigation system.  Because WAPDA ran out of funding for the 
project, construction progress was slow, and on June 24, 2010, the subcontractor building the 
dam issued a notice of suspension for nonpayment of its invoices. 

The Government of Pakistan approached USAID/Pakistan for financial support, and in January 
2011, USAID/Pakistan entered into a fixed-amount reimbursement agreement with WAPDA 
(according to which USAID reimburses WAPDA for expenses only after agreed-upon milestones 
have been certified by monitoring firms hired by USAID).  USAID agreed to provide $40 million 
to complete the Gomal Zam Dam, which was 88 percent complete and included the dam 
structure, the hydropower and switchgear component, and the transmission line.  In October 
2011, USAID/Pakistan amended the agreement to include an additional $40 million to fund the 
irrigation component of the project, which was then 23 percent complete and included a main 
canal, distributaries, a barrage, and floodwater channels.  As of July 2012, USAID/Pakistan had 
obligated approximately $80 million and spent $55 million for the project. 

The main objectives of the project are to help the Government of Pakistan (1) meet more 
demand for electricity by adding power to the national power grid, (2) store water to provide a 
reliable source for irrigation, and (3) provide for flood control.  When complete, the project is 
expected to use the water resources of the Gomal and Zhob Rivers to provide electricity to 
25,000 households, irrigate 163,000 acres of land to generate economic activity, and control 
flooding. 

The Office of Inspector General (OIG) conducted this audit to determine whether 
USAID/Pakistan’s funding to complete the Gomal Zam Multipurpose Dam Project was 
contributing to achieving the project goals of power generation, irrigation, and flood control. 
Audit findings follow: 

•	 The audit confirmed that USAID’s timely funding of Gomal Zam Multipurpose Dam was 
contributing to achieving the project goals of power generation, irrigation, and flood control 
(page 3). The dam was 98 percent complete. The irrigation component was 45 percent 
complete and on schedule. During the audit, OIG visited the dam site and the areas that 
benefit from the irrigation system. OIG noted that the southern districts of Khyber 
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Pakhtunkhwa need water and energy, and that construction of the dam and the irrigation 
system should help meet these needs.  In addition, OIG learned from local stakeholders that 
the dam construction helped mitigate flood damage in 2011. 

•	 Notwithstanding this progress, completion of the dam was at least 3 months behind 
schedule (page 4). The subcontractor was assembling a key part offshore and still 
petitioning for outstanding payments.   

Therefore, the report recommends that USAID/Pakistan: 

1. 	Implement a coordinated action plan with WAPDA for the timely completion of the dam 
(page 5). 

Detailed findings appear in the following section.  The audit scope and methodology are 
described in Appendix I. Full text of management comments appears in Appendix II, and our 
evaluation of management comments is included on page 6. 
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AUDIT FINDDINGGS 

USAIDD’s Timelyy Intervenntion 
Advanced Projeect Goalss 

USAID ccommitted fuunding to the Gomal Zaam Multipurppose Dam PProject to coomplete the  dam 
and buildd an efficientt irrigation annd drainage system. 

Auditors determinedd that USAI D funding wwas contribuuting to achhieving the project goaals of 
power geeneration, irrigation, annd flood conntrol. As oof July 20122, the dam was 98 peercent 
completee, with only the switchggear and thee wiring of tthe transmisssion line too the grid sttation 
unfinisheed. Almost 445 percent off the irrigatioon system hhad been co nstructed, aand the workk was 
on scheddule.  

As of Jul y 2012, USAAID funding allowed for the complettion of the mmain dam strructure, testiing of 
equipment, and asssembly of 1194 of 201 transmissioon towers frrom the daam site in SSouth 
Waziristaan to the gridd station 55  kilometers east in Tankk. The dam is designedd to producee 17.4 
megawattts of electriccity, serving the needs oof at least 255,000 households; at thee time of OIGG site 
visits, thee water leveel in the resservoir (shoown below) was at 81 meters or aapproximateely 65 
percent oof capacity. 

Water froom the reservvoir (left) pouurs through the dam (rig ght). (Photoss by OIG, Junne 2012) 

During vvisits to the dam and irrigation coonstruction sites, OIG interviewedd Governmeent of 
Pakistan representaatives, locaal workers, and otheer stakehollders and verified prroject 
implementation. OIGG noted thaat the southeern belt of KKhyber Pakhhtunkhwa neeeds energyy and 
water, annd the construction of th e dam and i rrigation sysstem should help meet t hese needs. 

OIG disccussed withh local farmmers the irrrigation techhniques theey were ussing—like sttoring 
floodwateer on the fieelds—and thhe drawbackks of these ttechniques.  The reservvoir and irriggation 
system bbeing built (ppictured on tthe next pagge) should mmake water aavailable to ffarmers andd help 
irrigate 163,000 acrees of land, inncreasing thee economic benefits of 330,000 housseholds. Further, 
local stakeholders nnoted that, eeven while under consttruction, thee dam proteected the area in 
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Irrigationn work underr way includees a barragee for water diiversion (leftt) and canal distributariees like 
the one aabove (right) .  (Photos byy OIG, June 22012) 

2011 by storing monssoon floodwaters.w   In thee future, flooodwater channels will caarry excess wwater 
downstreeam to dry areas for irriggation.   

Auditors noted that USAID’s inteervention waas timely beecause WAPPDA had ru n out of funnds to 
completee the projecct. Although  the projecct began in 2002, secuurity problemms and finaancial 
constrainnts slowed pprogress. Beefore USAIDD’s involvemeent, construuction had allmost haltedd with 
the dam 88 percent complete. TThe foreign ssubcontractoor, which haad not been paid what itt was 
owed, haad started demobilizingg its workfoorce. Had UUSAID not agreed in JJanuary 20111 to 
contribute $40 millionn to complette the dam, tthe project mmight have foolded. 

Despite the positivee developmeents, the daam had not started gennerating powwer becausee the 
switchgeear had not bbeen installe d. This issuue is discusssed below. 

Complletion of tthe Dam Was 
Behindd Scheduule 

The agreeement signeed in Januarry 2011 had a target endd date of Maay 2011 for tthe completiion of 
the switcchgear compponent of thee Gomal Zamm Multipurpoose Dam Prroject. The mmission exteended 
the deadline to June 30, 2012, inn a revision ddated Decemmber 2011. 

As of Jully 2012, the switchgear componentt had not beeen installed, and compl eletion of the dam 
was at leeast 3 montths behind sschedule.  DDuring site vvisits, OIG oobserved thaat the switchhyard 
structuree, which conttains the swwitchgear, waas only partiaally built. Coompleting the switchyardd and 
installing  the switchggear componnent are necessary to beegin generatting electricitty. 

According to WAPDDA officials, the switchyyard was 911 percent coomplete wheen it was bburied 
under a landslide caaused by exccessive rainn in 2010. AA new switchhyard locatioon was seleected, 
and neww equipment had to be oordered.  Beecause the sswitchgear ccomponent is being cusstom-
made ouutside the coountry, proccuring it has taken moree time than expected.  Additionallyy, the 
subcontractor was still seekingg compensaation for ann outstanding payment, and this was 
impedingg progress. Further, thee subcontraactor had noot reassembbled the salvvaged switchhyard 
generatinng units (whhich were cl eaned afterr the landslidde), in spitee of repeated instructionns by 
WAPDA to do so. 
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WAPDA’s delayed ppayment to its subcontrractor is no ot covered bby USAID fuunding; howwever, 
completinng the swit chyard and reassembl ing its com mponents (shhown beloww) are. WAAPDA 
officials ssaid they weere working wwith the subccontractor too resolve theese problemms. Nevertheeless, 
they estimated the interruptionss have cost about $10.55 million in labor, enginneering fees , and 
security. 

At left iss the incompplete switchyyard structurre. At right u ninstalled hyydropower ccomponents wait 
inside thhe structure. (Photos byy OIG, June 22012) 

WAPDA and the suubcontractorr are respo nsible for reesolving thee matters ddiscussed abbove. 
Howeverr, given projeect cost incrreases and WAPDA’s liimited financcial resourcees, if the maatters 
are not resolved, thee dam may nnot be comppleted, and USAID’s co ntribution off $80 millionn may 
not yield  the desiredd results of power geneeration, irriggation, and flood controol. Thereforee, we 
make thee following reecommendaation. 

Recoommendatioon 1. We rerecommend that USAIDD/Pakistan immplement aa coordinateed 
actionn plan with WWater and PPower Develoopment Authhority for thee timely commpletion of thhe 
dam. 
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EVALUATION OF MANAGEMENT 
COMMENTS 
USAID/Pakistan agreed with the findings and the recommendation in the report.   

Recommendation 1. USAID/Pakistan agreed to work with Water and Power Development 
Authority to implement a coordinated action plan by December 31, 2012, for completing the 
Gomal Zam Multipurpose Dam. Accordingly, a management decision has been reached on 
Recommendation 1. 

The Audit Performance and Compliance Division will make a determination of final action on 
completion of the planned corrective actions. The mission’s written comments on the draft 
report are included in their entirety as Appendix II. 
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Appendix I 

SCOPE AND METHODOLOGY 
Scope 

We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
in accordance with our audit objective. We believe that the evidence obtained provides that 
reasonable basis. 

The purpose of this audit was to determine whether USAID/Pakistan’s funding to complete the 
Gomal Zam Multipurpose Dam Project was contributing to achieving the goals of power 
generation, irrigation, and flood control.  The fixed-amount reimbursement agreement for this 
project was signed in January 2011 and is set to end in September 2013.  This audit focused on 
the contribution made by USAID/Pakistan in completing this project from January 2011 through 
July 2012. As of July 2012, USAID/Pakistan had obligated $80 million and expended 
approximately $55 million for this project. 

The audit team reviewed mission documents concerning project management—agreements, 
implementation plans, progress reports, the monitoring and evaluation plan, and procedures. 
Additionally, the audit team interviewed USAID/Pakistan project administrators, Government of 
Pakistan officials, implementing and monitoring partners, and project beneficiaries.  

We reviewed applicable laws and regulations as well as USAID policies and procedures 
pertaining to USAID/Pakistan’s Gomal Zam Multipurpose Dam Project, including Automated 
Directives System Chapter 317, supplemental guidance.  Audit fieldwork was performed at 
USAID/Pakistan and the monitoring partner’s main office in Islamabad from May 14 through 
July 16, 2012.  Fieldwork also included site visits to Dera Ismail Khan, Tank, and the tribal areas 
of South Waziristan in Khyber Pakhtunkhwa from May 29 through June 1, 2012. 

In planning and performing the audit, the audit team assessed relevant controls used by the 
mission to manage the project and provide adequate oversight of project activities.  These 
controls included maintaining regular contact with the implementing and monitoring partners and 
reviewing project files.  

Methodology 

To answer the audit objective, the audit team interviewed officials in the mission’s Economic 
Growth and Agriculture Office and Energy Office, which manage project implementation.  We 
also interviewed officials at the implementing partner’s field offices and monitoring partners’ 
offices, as well as local residents.  Through interviews and documentation, the audit team 
obtained an understanding of (1) the project’s main goals, (2) how performance indicators, 
targets, and baseline data were determined to measure the progress of the project, (3) how the 
mission checks the quality of the data reported by the implementing partner, (4) how the mission 
monitors the implementation of activities, and (5) whether the mission is aware of any 
allegations of fraud or other potential illegal acts or noncompliance with laws and regulations. 
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Appendix I 

The audit team reviewed the agreement and amendments, monthly and quarterly progress 
reports, and benchmark payments.  Having reviewed the progress report, the audit team 
performed site visits of the dam, the barrage, the main canal, four distributaries, and one 
floodwater channel to verify their completion. We also interviewed local residents to determine 
the impact of this project. 
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Appenndix II 

MAANAGGEMENTT COMMMEENTSS
 

MEMORRANDUM
 

Date: Augusst 09, 2012 

To: Joseph 
Direct 

h Farinella 
tor OIG/Pakkistan 

From: Jonath 
Missio 

han M. Conl 
on Director U 

ly /s/ 
USAID/Pakkistan 

Subject: Mana 
Multip 

gement Com 
purpose Dam 

mments on th 
m Project 

he Audit of UUSAID/Pakiistan’s Gom al Zam 

Referencce: Reporrt No. G-3911-12-00X-P ddated July 19, 2012 

In respoonse to the referenced draft auditt report, pleease find bbelow Missiion manageement 
commentts on the recommendatioon included ttherein.  

Recommmendation NNo.1 We recoommend that USAID/PPakistan immplement a ccoordinatedd 
action pllan with Waater and Power Develo pment Authhority for thhe timely coompletion off the 
dam. 

Managemment Commments: 

Mission MManagemennt concurs wiith the recommmendation . The Missioon is working with Wateer and 
Power Development Authority (WWAPDA) too develop a ccoordinated action plan ffor completiion of 
Gomal ZZam Dam. Final actionn on this rrecommendaation is exppected to bbe completeed by 
Decembeer 31, 2012. 
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